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EXPLANATORY NOTES

The official currency in Ugandaisthe Uganda Shilling (UGX).

At the time of the evauation the official UN rate of exchange was.
1US$ (USD) 1,795 Uganda Shilling (UGX)
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0. EXECUTIVE SUMMARY OF CONCLUSIONSAND RECOMMENDATIONS

0.1. Background
This ex-post evaluation was undertaken in Uganda during the period 17 — 27 September 26, 2002.

The purpose of thisindependent joint in-depth evauation is to enable the Government of Austria (Donor),
UNIDO (executing agency) and the main sakeholdersin Uganda (Minigtry of Tourism, Trade and
Industry; ULAIA) to arrive a acommon understanding concerning the results and the impact of the leather
program in Uganda, learning lessons for the development of the internationa ass stance and technica
cooperation in this sector in the future,

The program for the development of the leather sector in the Eastern and Southern African region, called
RALFIS (Regiond Africa Leather and Footwear Industry Scheme) has been concelved following the
recommendation of the UNIDO consultation on leather and leather products industry held in Innsbruck in
1984.

Subsequently the first regiond meeting on this sector was held with the participation of the interested
countries, in Alexandria, Egypt, in January 1987. The purpose was to examine the main difficulties and
shortcomings of the sector. The first phase of the program started in 1988 and covered seven countries.
Uganda was not included in this phase. The second phase (USRAF/92/200) started in 1992 and included
a0 Uganda While the first phase focused on the early stages of leather industry operations for raw
meaterias and semi-processed products, the second phase focused mainly on:

Improving leather finishing and products manufacture

Training for the improvement of the raw materids

L eather processing, tannery pollution control, production of footwear and other leather products
Establishment of aregiond Legther association (ESALIA)

Development and marketing of the products

The am was to concentrate on qudlity production (livestock, daughtering, treetment of H& S) and, sinceiit
is known that the leather industry has a consderable negative impact on the environment, to focus on
cleaner production methods, assisting the tanneries in improving their effluent trestment plants. In order to
reinforce the capabilities of the sector in Uganda as part of the Regiona Program, the project
USUGA/92/200 was specificaly designed for the improvement of these activities in the didtricts of Jnja
and Maskato assist the local tanneriesin better finishing cagpabilities for the domestic market. This project
was financed by Audtriaand provided training in footwear and lesther goods manufacturing, particularly
hel ping enterprises owned by women. The assstance in capital equipment was aso consdered through
pay-back arrangements to arevolving fund, later called repayment fund. This fund was established by the
Project and administered by ULAIA in order to increase the industry’ s influence on the respective
government authoritiesin the sector specific policy making. This project started in February 1994.

A particularly encouraging development during the implementation of the Project was the establishment of
the TCFC (Training and Common Fecilities Center) in Kampaa, owned by ULAIA at thetime. The
purpose of the center has been meeting the training needs of the smdl entrepreneurs (mainly running one
person firms) and dso in granting use of the TCFC' stools and machines for alow fee,

ULAIA was congtituted in January 1996. To foster the results obtained and continue the sectord lesther
development, the tripartite project review meeting recommended a further extenson of two years. Thanks
to another specid purpose contribution of Austria the implementation of this new project USUGA/96/300
darted at the beginning of 1997. A workshop on Object Oriented Project Planning (OOPP), held in
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Kampalain March 1997, amed at adjusting the objectives and outputs of the Project. This workshop was
attended by more than 50 participants, including the donor, UNIDO, ULAIA and Ugandan stakeholders.
The workshop refined some formulations and outputs of the project, but without changing the spirit and the
objectives. The mgjor focus areas of thislast project were:

Improving the inditutiona capacity of the newly established ULAIA in implementing a collection
and grading scheme for H& S in two sdlected areas

Deveoping environmenta standards and regulations for the tanning industry
Supporting the increased capacity of the leather industry, daughtering and tanning
Assigting the small scae footwear and leather goods enterprises

This project US'UGA/96/300 was operationaly completed at the beginning of 2000 and, nearly three
years dfter its completion, this ex- post evauation has taken place.

0.2. Conclusions
The Program was structured in five components.
0.2.1. Institutional Component ULAIA

ULAIA was founded to support the enterprises of the Ugandan leather industry in multiple
ways and to promote their collective interests with regard to the GOU and its agencies, as well
as suppliers and markets. The constituents of ULAIA are cattle traders, butchers, H& S
collectors, H& S traders, tanneries, and manufacturers of footwear and leather goods. The
interests of the congtituent groups diverge in some important aspects. Traders are interested in
levy free exports of raw H& S, while tanneries benefit from export restriction of those, snce
they are competing with the traders for this raw materia. This ambiguity weskens ULAIA’s
fadility as a powerful representative of any congtituent group and is reflected by the reluctance
of many condtituents to pay the dready very low membership fees. Some mgjor enterprises
even chose not to become members of ULAIA. On the other hand, some ULAIA members
are aso members of UMA or USSIA and have to pay membership fees to these organizations
aswell. ULAIA’s main source of income, arevolving fund introduced by the Program,
presently covers the expenses of the association. Lacking other mgor sources of income,
ULAIA isgradudly depleting this fund and is therefore financialy not susainable. ULAIA was
not able to present any document to the Evauation Mission that regulates the management of
the fund. Research at UNIDO HQ did not produce any evidence about the existence of afund
utilization agreement. The UNIDO Project Manager does not know if there ever was such an
agreement. Therefore, the Evauation Team could not verify whether the fund has been used as
origindly intended.

0.2.2. Hides and Skins Component

The Program has made efforts on severd levels to improve the qudity of the raw materid:
earmarking the cattle rather than branding it, training in flaying and hide pulling, and sdting the
hides rather than drying them. The sdlting has had the most significant and lasting impact. Now
over 80% of hides are preserved by sdting, as compared to less than 5% before the
implementation of the program. As confirmed by dl partiesinterviewed, this has sgnificantly
improved the qudity of the raw materid. However, traders and one tannery il buy in bulk for
aflat rate regardiess of the grade qudlity.
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0.2.3. Tannery Component

Currently only three tanneries are working in Uganda. The tannery in Masaka has started
manufacturing in June 2002 and is producing only wet blue H& S. L1U in Jinja has resumed its
production a few months ago after having stopped manufacturing in June 2001. It manufactures
wet blue H& S for export, amounting to 90% of totd sales, as well as some crust and finished
leather for the domestic market. Gomba Fishing Industries in Jnja tans about 1,000 fish skins
per day but cannot sell its products. It must be considered separately because of the different
raw materid. The H& S tanners complain that they cannot get enough raw materid because of
the competition of the traders, who export the raw materid to tanneries abroad. GOU has
introduced in July 2002 a 15% export duty on raw H& S. Several East African countries have
banned during the last decade the export of raw H& S.

0.2.4. Environmental Component

NEMA has cooperated with ULAIA to improve the environmental management of tanneries
and daughterhouses. As a reault, the three working tanneries have effluent trestment plants and
gpparently comply with the national standards. The chromium is precipitated and stored or
buried in plastic bags. The tannery in Mbarara did not ingtdl a treatment plant and was closed
in 1998. Mogt abattoirs are old and do not have any effluent treatment. The mission
interviewed NEMA and tannery operators and finds that there should not be different effluent
standards for tanneries.

0.25. Leather Products Component

All persons interviewed confirmed that the TCFC has been very effective in training smdl
entrepreneurs in manufacturing footwear and lesther goods. ULAIA has established TCFC in
1997 under UNIDO Project US'UGA/200. Since then not only 163 men and 42 women have
received specidized training, but the TCFC's workshop and its machinery have been used
ever since by the trained entrepreneurs for manufacturing their products. Most entrepreneurs
do not have the resources for buying their own machines and tools at start-up.

Till the end of 2001 the Austrian firm Ecotec provided technica support and machinery under
asepaae bilateral Austrian funded cooperation project. This contribution was very hdpful and
enhanced the impact of TCFC' s activities Sgnificantly.

The TCFC has reached the limit of its training and production capacity and cannot satisfy the
increased production need of the entrepreneurs and the demand for more training. The good
results of the Program have created high expectation and demand throughout the country.
Some entrepreneurs and trainees have traveled regularly hundreds of kilometers from their
home towns to use the TCFC' sfacilities.

Recommendations
0.3.1. Recommendationsto ULAIA/TCFC

a) ULAIA should reconsider its membership policy and exclude export traders of raw materid
from its condtituency.

b) ULAIA should expand the services to its members, such as training programs and
equipment leasing in cooperation with TCFC and introduce or enhance other services, such as
cluster purchasing and marketing, organization of trade shows and participation in internationd
fairs, technica and business consulting, training in sdes and marketing. The association should
prepare a sufficient number of brochures that lists these services and explains their benefits and
a0 podt thisinformation on a ULAIA website. Some of these services should be offered for a
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charge in order to keep membership fees affordable. ULAIA should also consider cooperating
with other organizations, e.g., USSIA and UMA, in providing such services.

¢) ULAIA, together with GOU and donor organizations, should explore opportunities to make
micro-credits up to USD 3,000 for tools and machinery available to footwear and leather
goods manufacturers.

d) ULAIA should improveits financid management and record keeping.
€) ULAIA should publish adirectory of leather products manufacturers in the country.

f) Because of the high gpped of the training and equipment leasing programs to potential
entrepreneursin other parts of Uganda, regionad TCFCs should be ingtdled in Lirafor the
north, in Masaka for the south, in Mbararafor the west and in Mbale for the east of the
country. Thiswill bring this successful program component to more target beneficiaries.

g) TCFC should hold dso training courses on haf-day basis for women, who need moretime
with ther families.

h) Asrecommended by former Ecotec consultant, TCFC should buy molds for soles of
children's, safety and uniform shoes. These items would improve the competitiveness of the
shoemakers in amarket segment, which depends less on fashion changes. TCFC should dso
purchase a stamping machine for putting their Crane trademark on the shoes.

0.3.2. Recommendationsto GOU

a) The recommendations of the Evauation Mission to GOU are founded on the information
received from MTTI that GOU wants to eradicate poverty and create employment by
supporting M SEs and devel oping manufacturing based on va ue addition to domestic
resources.

b) The UNIDO Program has consderably impacted the manufacturing capacities of micro-
entrepreneursin the leather sector. To consolidate this impeact, the Evauation Mission
recommends that GOU should pursue a medium term strategy to creste alevel playing fidd for
shoemakers by gppropriately railsing import levies on second-hand shoes and cheagp synthetic
shoes.

¢) GOU should follow the strategy of other leather producing countries and phase out the
export of raw H& S over aperiod of 3 - 5 years. Thiswould encourage augmenting tannery
capacities as aresult of increased avallability of raw materid.

d) GOU should consder the establishment of a state fund for SME support in order to provide
collaterd guarantees for investment loans.

€) GOU should take steps to harmonize its trade and taxation policies with the other countries
intheregion in order to avoid market distortion between neighboring countries.

f) GOU should take efforts to enforce its laws and regulations and control that exported and
imported merchandise is declared correctly. For example, GOU should make sure that raw
hides are not being exported as wet blue hides or that Ugandan raw hides are not being
declared as Rwandan hides, e.g., thus evading the export levy.

0.3.3. Recommendationsto UNIDO

a) When afund in cash or kind is established in the framework of a project UNIDO should
sgn afund utilization agreement with the beneficiaries or trustee of the fund. This agreement
should specify the
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L egitimate scope for usage of the fund

Persons entitled to make disbursements

Sdection criteriafor third party beneficiaries

Selection and cost assessment criteriafor goods and services paid with the fund
Auditing requirements

Supervisors of the fund and reporting requirements

b) By putting cattle traders/butchers, tanners and leather product manufacturers as immediate
target beneficiaries in one group, the Project design overlooked the conflicting interests among
them. Andyzing the financid disparity among the beneficiaries would have helped the Project in
directing the support to those who need it most. The improvement of H& S qudity benefited
most the wedlthy exporters of raw H& S, who are gtill purchasing the materid in bulk for alow
price, but can sdll the better grades abroad for a higher price. It also serves the two tanneries,
which can produce wet blue H& S for export in a better quality. However, the mgor
stakeholders of these tanneries are TNCs and loca politicians. The micro-entrepreneurs, who
manufacture leather products, have the least benefit of the improvement, because they are using
smdler pieces and often lower leather qudlities.

¢) The design of future projects should identify the target beneficiaries and their needs based on
more detailed economic andyss of the industry and its stakeholders in a country.

d) The Project Document should stipulate more precise indicators for measuring the
performance and results of a project.

0.3.4. Recommendationsto ADC

a) According to the opinion of dl personsinterviewed, including target beneficiaries,
representatives of GOU, ADC, UNIDO, ULAIA, USSIA, and even traders and tanners, the
TCFC and its activities have been very successful in professond training and building
capacitiesin the leather sector. Moreover, the function of the center in clustering some services
is very important for the entrepreneurs and hdpful for the sustainability of the center itsdf. The
Evauation Team concludes that the TCFC has been the most successful component of the
leather program and a so the component with the highest degree of sugtainability. Besides, the
investment in TCFC training activities, tools and machinery has directly reached the target
beneficiaries, anong which are many femde entrepreneurs. Most of the trainees have built ther
own businesses, in Kampadaand in other parts of Uganda, and some have employed and
trained their own gaff. The sustainability of these businessesis a very important positive impact
of the donor’ sinvestment — even more important than the sustainability of the organizations,
which have helped accomplish thistarget (ULAIA, TCFC). It isapromising contribution to
employment creetion and poverty eradication.

Therefore, the Eva uation Team recommends not only continuing to support the TCFC, but
expanding its scope of activities, its facilities and extending the TCFC scheme to other parts of
the country. More machines should be purchased to enable more entrepreneurs to lease them.
The establishment of a separate TCFC for leather goods should be considered. Regiona
TCFCsshould beingdled in Lirafor the north, in Masaka for the south, in Mbararafor the
west and in Mbale for the east of the country. Additiona training courses for sdes &
marketing, business planning, accounting and related skills should be introduced.

b) The Evaduation Team recommends limiting any support to wedlthy entrepreneurs and
transnationa corporations, which operate tanneries, trading houses or other large enterprises,
to certain types of technical assstance, which isin the broader interest of the society, such as
environmental management consulting or vocationd training.
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¢) The Evauation Team suggests that the donor, together with the executing agency, carefully
dipulate the usage conditions for any type of project funds that are trandferred to atrustee
organization, such as arevolving fund.

d) Any project assessment should be done by at least two independent eva uators and not by
persons involved in the design or implementation of the project. This excludes explicitly from an
evauaion assgnment staff members or consultants of the donor organization, the executing
agency, or the government of the beneficiary country, if these persons participated in any
capacity in the project.

€) Asdiscussed on 24 October, 2002, after the presentation of the results of the evaluation
mission, it is recommended that for the case of anew project phase amid term joint and
independent in-depth evaluation be stipulated in the Project Document.
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1. PURPOSE AND SCOPE OF THE EX-POST EVALUATION

1.1. Purpose of the Evaluation

The tasks of thisjoint in-depth evauation misson are outlined in the Terms of Reference of the misson
(Annex I). The terms of reference direct the mission to “enable the Government of Austria (as donor),
UNIDO (as executing agency) and the key stakeholdersin Uganda (MTTI, ULAIA) to arrive a a
common understanding regarding performance and success of the program and to learn lessons for future
development cooperation in this sector.”

Further “the evauation will determine as sysematically and objectively as possible, the relevance,
efficiency, effectiveness, impact and sustainability of the support program to the leather sector.”

1.2. Methodology
The report is based on:

The documents of the programs funded directly by Audtria (the two national Uganda projects
UGA/92/200 and UGA/96/300, and the regiona program US/RAF/92/200)

The project progress reports, the minutes of the Steering Committee and dl the other documentation
provided by the project authoritiesin Viennaand in Uganda (Annex V. List of main documentation
reviewed).

In depth discussons with the project manager in Vienna, aswell as with the former Chief Technicd
Adviser of the project, Audtrian authoritiesin Vienna and Kampaa and the personnel of ULAIA and
TCFC.

Mestings with the state counterparts and high-ranking officids of savera Minidries, aswell aswith
representatives of severd nationa associations.

Interviews with numerous state and private entities.

Vidtsto severd indudtries (target beneficiaries) and meetings with their managers to discuss the issues
concerning the activities of the program.

To edtablish the report the eva uation team has followed the format proposed by the Austrian Devel opment
Cooperation Department and the UNIDO' s ingtructions for preparing an independent in-depth evauation

report.

The team has attempted to give a comprehensive image of the situation of the program nearly three years
after its operationa completion.

The issues have been discussed in away, which may be helpful for the parties of the program to improve
and adjust their performance, dso congdering the impact obtained so far and the needs of the fina
beneficiaries.

The issues have been openly discussed and both parties, the evauation team and the program authorities
involved, have agreed on most of the conclusions.

The data obtained locally and a UNIDO Headquarters, the interviews and the evaluators own
observations, supported by the vauable contribution given by the local nationa resource person,
nominated by the Minigtry of Tourism, Trade and Industry, have enabled the eva uation team to get precise
indghts into the achievements of the leather program in Uganda
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1.3. Composition and Timetable of the Evaluation Mission

The persons nominated to conduct this eva uation have not been involved in the design, gppraisal or
implementation of the program.

To be completely independent and objective an evauator should not have been involved in any phase of
the program. The observations and findings of the evauation team are the result of thisin-depth evaluaion
carried out in their own capacity. The views and opinions of the team do not necessarily reflect the views of
the government of Audtria, the Uganda authorities or of UNIDO.

The misson was composed of the following members

Mr. Richard Temsch, independent consultant, President of the Misson Link Internationa Consulting
Corporation, San Francisco, Cdifornia, USA. Representative of the Donor and nominated by the
Austrian Development Cooperation, Federd Ministry for Foreign Affairs.

Mr. Mario Marchich, Senior Evauation Officer, Evauation Services Branch. Representative of
UNIDO.

The Permanent Secretary of the Ministry of Tourism, Trade and Industry of the Republic of Uganda
nominated Ms. Robinah Sabano-Mutimba, Assstant Commissioner for Industry and Technology.

Reading the documents the members of the team have noticed that Ms. Sabano-Mutimba had been
involved in the monitoring and implementation of the program, as Chairperson of the Steering Committee,
which was directing and implementing the project activities. Therefore she was disqudified as member of
the evaduation team, in line with the Terms of Reference of the evaluation mission, which saein paragraph
2.2 “The members of the evaluation team must not have been directly or indirectly involved in the design or
implementation of the projects.”

After emall consultations with the Federd Minigtry in Viennaand locdly with Ms. Sabano-Mutimba hersdf
it was concluded that her participation as ateam member would congtitute a conflict of intere.

Therefore, dso following the principle of the ownership of the program by the recipient country, it was
agreed that Ms. Sabano will participate in this evauation exercise as anationa assstant and resource
person, however, without any responghbility for the misson report.

The mission assembled in Vienna.on 10" and 11™ September 2002 to start its work.

These days were spent reviewing at UNIDO Headquarters the documents and interviewing the project
manager and the previous Chief Technicd Advisor.

An interview sesson was dso hdd a the Minigtry for Foreign Affairsin Vienna

From 16 to 27 September 2002 the mission accomplished its work in Uganda.

Theligt of the persons met and interviewed in Austriaand Ugandaiis contained in Annex I1.
Thetimetable of the evaluation mission is contained in Annex 111.

At the end of its work, the evauation misson has presented its findings and related recommendations at
MTTI in Kampaaon 27 September and at the Ministry of Foreign Affairsin Vienna on 24 October 2002,
to the staff directly respongible for the program and to those involved in issues of technica cooperation and
assistance in this sector.

These presentations have been followed by interesting, lively and fruitful discussons with the participants.
The results of these discussions and the comments made by the participants have been taken into account
inthisreport. The ligt of participants a the presentation made in Viennais a the end of Annex I11.
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2. OBJECTIVESAND BACKGROUND OF THE ASSISTANCE

2.1. Background

UNIDO involvement with the leather sector in Uganda has been a part of a Regiond Program to support
leather and footwear industry in Eastern and Southern Africa. In Uganda, the industry benefited from two
nationa projects, funded primarily by the Government of Austria under projects.

UG/92/200 — National Africa Leather and Footwear Industry Scheme in 1993 — 1996, and

US/UGA96/300 — Integrated Program Assistance to Strengthen the Leather Products Industry in
Ugandain 1997 — 1999.

The projects were executed by UNIDO and implemented in close collaboration with the Minigtries of
Agriculture, Anima Industry and Fisheries (MAAIF) and the Tourism, Trade and industry (MTTI) and the
Uganda Leather and Allied Industries Association (ULAIA) which was established in 1994.

Under abilatera agreement, the Austrian Government funded a supplementary training program, which
was executed and implemented by the Austrian consulting firm ECOTEC.

o ILEMI, i
. “TRIANGLE
uKapo eta ”(DISPUTED:I HIEI

2.2. Socio-economic context

g Vi A e R Ry T g T R R - BN rntr v AR IR s T e
™ N
Ay Yoo, o glarit /_ s ko
x : inyeti 3167 m LR s
1

{10,456 ft)

A P,
1 o} Z
E‘E-unla

I SDI’DEB\
: Haoirma -
£ e Mabiswera

gt UGANDA Mba

DKEAPI
FAUMNAL

.l
=~Maunt Elgond3z1

e T KENYA

oElduret b
i
5
! Kk
I| Kisumu §
i Nakury Myer
: s b

.l bl oy | L e ke Ll
mnﬂlelvu 1 ks N S _rukoha T MNairobi
/\_\\ gL !l . Wiciteria "y G)M
w AL Fr I:lF',uhe nge soma
1 Goma .
S doknus | RWANDA =) TANZANIA—_ ./ U - B

@ 2000 Microsoft Carp, F\II rights rezerved,



Evaluation Report UNIDO Projects USUGA/92/200, US'UGA/96/300, October 26, 2002, Page 17

Area 236,040 sq km (land 199,710 sq km, water 36,330 sq km

Coastline landlocked

Population 23,985,712 (July 2001 est.)

2.93 (2001 est.)

Baganda 17%, Karamojong 12%, Basogo 8%, Iteso 8%, Langi 6%, Rwanda 6%,

Ethnic groups Bagisu 5%, Acholi 4%, Lugbara 4%, Bunyoro 3%, Batoro 3%, non-African (European,
Asian, Arab) 1%, other 23%
Religions Roman Catholic 33%, Protestant 33%, Muslim 16%, indigenous beliefs 18%

English (official), Luganda, other Niger-Congo languages, Nilo-Saharan languages,

Languages Swahili, Arabic

Uganda has substantial natural resources, including fertile soils, regular rainfall, and
sizable mineral deposits of copper and cobalt. Agriculture is the most important sector
of the economy, employing over 80% of the work force. Coffee is the major export crop
and accounts for the bulk of export revenues. Since 1986, the government - with the
support of foreign countries and international agencies - has acted to rehabilitate and
stabilize the economy by undertaking currency reform, raising producer prices on
export crops, increasing prices of petroleum products, and improving civil service
wages. The policy changes are especially aimed at dampening inflation and boosting
Economy production and export earnings. In 1990-2000, the economy turned in a solid
performance based on continued investment in the rehabilitation of infrastructure,
improved incentives for production and exports, reduced inflation, gradually improved
domestic security, and the return of exiled Indian-Ugandan entrepreneurs. In 2000,
Uganda qualified for enhanced HIPC debt relief worth $1.3 billion and Paris Club debt
relief worth $145 million. These amounts combined with the original Highly Indebted
Poor Countries HIPC debt relief add up to about $2 billion. Growth for 2001 should be
somewhat lower than in 2000, because of a decline in the price of coffee, Uganda's
principal export.

$26.2 billion (2000 est.)
GDP real growth rate 6% (2000 est.)

GDP per capita, ppp $1,100 (2000 est.)
Inflation rate (CPI) 6.5% (2000 est.)

Labor force 8.361 million (1993 est.)

Unemployment rate NA

Industries sugar, brewing, tobacco, cotton textiles, cement

Industial production
growth rate

Electricity production 1.326 billion kWh (1999), fossil fuel: 0.98%, hydro 99.02%

7% (1999 est.)

$500.1 million (f.0.b., 1999) coffee, fish and fish products, tea; electrical products, iron
and steel

Imports $1.1 billion (f.0.b., 1999)
Currenc Ugandan shilling (UGX)
y approximate exchange rate USD 1 = UGX 1,750

Ugandais an agrarian country and more than 85% of the population live in rurd aress

Exports

Source: CIA Fact book 2001

Agriculture is by far the dominant sector in the economy and accounts for the livelihood of over 80% of
Ugandans. It contributes about 70% of GDP while manufacturing contributes only 7%. Uganda's
comparative advantage liesin agriculture given its good climate and fertile soils. Agro-related industries
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dominate the manufacturing sector accounting for about 39% of tota establishments (estimated a 1,646 -
UBOS 2000) *

Although its contribution to GDP is relatively smal compared to agriculture, manufacturing has a steady
growth rate of 10- 12% per annum. Food processing, leather and textiles sub sectors have the greatest
potential for growth and strong backward and forward linkages in the economy.

The current growth in the economy has been aresult of sustained sound macro-economic reforms over the
past decade, however, the poverty levels are il high (44%). The long term nationa development
objective of the government is to reduce the level of absolute poverty to below 10% by 2017. It iswithin
the framework of the Poverty Eradication Action Plan that various development programs are designed
with aview to increased household incomes. Most of these programs are geared towards stimulating
supply response by removing congraints at the micro/sectora levels of the economy.

2.3. Objectives of the assistance

In the context of these congtraints, the development objective of UNIDO Support Programs was to:
“Develop the agro-based indigenous, renewable raw materia source — hides and skins—to ahigh vaue
added stage, and to increase the contribution of the leather industry in the economy” The immediate
objectives were:

1. Improved inditutiona support and policy framework

Improved of quality and increased quantity of hides and skins

Increased quantity and improved quaity of semi-processed and finished leathers
Mitigation of tannery pollution

Improved quality and quantity of footwear and other leether products

a > W DN

2.4. Institutional framework

The leather sector stakeholders include government ingtitutions, non-governmenta organizations, farmers,
traders/exporters, processors and manufacturers.

With the assstance of the leather program, the Ministry of Agriculture, Anima Industries and Fisheries
(MAAIF) in collaboration with Uganda Legther and Allied Industries Association (ULAIA) is
spearheading the review of the legidative and regulatory framework that will creste a conducive business
environment. Thisis being implemented under the auspices of the Gover nment Strategic I ntervention for
Promotion of Exports program. Other playersin the leather sector are the Ministry of Tourism, Trade
and Industry (MTT]1), the Training and Common Facility Center (TCFC) established by the Project, and
the associations of micro- and smal entrepreneurs.

2.5. Organization of the leather sector

Uganda livestock population stands at 5.78 million cattle, 1.14 million sheep, and 8.36 million goats. In
2000 11,025 tons of raw hides and skins were exported with a value of US $17.9 million. In 2001 16,967
tons of raw hides and skins were exported worth US $36.5 million. Uganda exports wet salted hides
account for 10% of the world exports.

In comparison, processed hides and skins fetched only US $18,000 in 2000 and US $82,000 in 2001.

The footwear industry has an estimated 168 smal and medium scale enterprises employing about 1,600
people. Most of the enterprises operate at about 30% capacity. In 1999 and 2000, production was

* UBOS-— Uganda Bureau of Statistics.
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120,000 pairs and 300,000 pairs respectively. Y et the demand for footwear is about 3-4 million pairs per
annum. At full cgpacity, footwear producers will require 1 million sft of finished leather. The current
consumption is estimated at 400,000 sgft. This could be supplied from the locd tanneries, but current
production is only 10% of ingtaled capacity.

Despite its great potential, the growth and development of the leather sector is hampered by a number of
congraints such as.

Lack of sectord policy

Wesak ingtitutiona support

High investment cogts especidly in activities like tannery and manufacture of leather goods
|nadequate infrastructure

Limited skilled human resources

Inconsstent and insufficient supply of good qudity of raw materias (hides and skins)

25.1. Improvement of quality and increase of quantity of hides and skins;
Extension services

The purpose of the component hides and skins was to improve quaity and quantity of
collection.

This objective was pursued through:

1. A campagn of sendtization of the farmers, the good conditions for pasture in the country,
explaining how to make smdler marks and taking more care of the animals.

2. Traning of flayers, awareness raiang activities, providing, through ULAIA, tools for hides,
skins flaying knives and organizing study tours of four flayers and butchersin some
neighboring countries (Tanzania/Arusha), which are more advanced in the sector.

One hide puller was given, through the revolving fund of the project, to the Uganda Mest
Industry. Although it was demondrated that the utilization of the hide puller was assuring a
better qudity of the hide, in some casesthereis a certain reluctance of the owners of the
animasto useit because it takes around haf an hour more than the manua process.

The interest of the butchersis to take the meet as soon as possible to the market in order to
&l it. For the farmers, the hide is a by-product of the anima and some of them told to the
evauation team that anyway the hides are paid in bulk, without consideration for their quality
grade.

Moreover, the price of the hide represents around 8% of the total value of the animdl.
Approximately UGX 20.000 are paid for araw hide (around 20 kg.), while ca. UGX 225.000
are paid for the mesat (around 125kg.) and ca. UGX 30.000 for the offal.

25.2. Grading by quality

The grading method principle of hides and skins, developed under the first project implemented
by UNIDO, is generdly recognized. As dready observed in past evauations, the gpplication of
grading for pricing purpose by traders and tanneries, is very limited when they are buying.

In fact, everybody confirmed to the Evaluation Team that the hides are bought by the tradersin
bulk and without paying attention to the quality. However, it has to be noted that when sdlling
at the export, the traders fix the price according to the grade qudity.

The project has introduced a quality scale for the hides.
Gradel: a lest 90% of the hide is without defect (cuts, holes, lacerations)
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Gradell:  between 75% and 90% of the hide is without defect.

Gradelll: between 75% and 65% is without defect.
GradelV: between 50% and 65% is without defect.

Grade V: less than 50% of the hide is without defect. Thislast grade is consdered as
rgject and is used and tanned for the local market. The ground dried hides and skins are
consdered in the group of regects.

According to the information received from the traders, a container of hides for export from
Ugandais composed of around 1500 hides, of which:

30% are tannery run (TR), grades |, 1l and 111.
70% aregrade I V.

It is unanimoudy recognized that thanks the effort of the program, there has been an increase of
thel and |l grades and, at the same time, a decrease of rgjects.

The Minigtry of Agriculture, Department of Anima Production, has supported this grading
policy and has funded hides and skins improvement extenson officers a the Minigry and in
some districts. However, the evauation team could not ascertain how many officers were
presently utilized. According to the information recelved at the beginning of the last project, 14
officers and 75 assigtants were working under the authority of the didricts.

2.5.3. Slaughterhouses

The evauation team was informed that in the country there are ten mgjor abattoirs, gpart some
amdl daughtering facilities in the country sde, but with a cgpacity of around five animals per
day. Out of these ten abattoirs, eight are owned by the same person, including the two big
abattoirs in Kampaa, which have together an average capacity of 300 cattle and 70 sheep and
goats per day. (Annex 1V article on “The New Vison”, Kampala, September 27, 2002).

The same person is dso buying al the hides and skins of the daughtered animas and, due to
this Stuation; he is operating in amonopolistic way on the hides market in Uganda

The leather program helped to build two daughter houses in the country side, far from the
capital Kampala.

The evauation team did not have the possbility to see the Stuation of these two abattoirs, but it
was reported that these abattoirs had been transferred to the respective municipalities, that they
are not in the best shape and that, anyway, their cgpacity is limited to amaximum of ten animas
per day, consequently without any influence on the Uganda market.

The butchers are dso members of ULAIA, but it is not clear to the evauation team whether
the owner of the mgjor abattoirsis also member of ULAIA. His name was written among the
27 members of the Memorandum of Association, but he was the only one who did not sgn the
congtitution of the Association, certified by alawyer on the 7" June 1999 in Kampda.

In view of this gtuation the ownership of the daughterhouses is not in the hands of the mgor
target beneficiaries of the program.

As previoudy outlined by the evauation report of the regiona program in 1996, this Stuation
diminishes the motivation and responsibility for the use, the operation and the maintenance of
the facilities and, as a consequence, for the proper sustainability of the leather sector.
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2.6. Sector potential and development problems

Generdly, the program has been successful in improving and devel oping the leether sector in Uganda.
The technical assistance provided has been generdly appreciated by al the parties involved.

The target beneficiaries initidly foreseen have to be reconsidered and the assstance should be mainly
focused on the micro and smal entrepreneurs, who are the end users who mainly need support.

Also theingtitutiond level and the tanneries should continue to have technica support, but with less
emphass.

The monopolitic Stuation of the abattoirs in the country isamajor drawback.

One possbility to correct this Situation could be the congtruction of a big abattoir owned by the
Municipdity (a least 100 animds per day), but under the present circumstances it is difficult to indicate
how this can be redized. The support, the firm commitment and the ass stance of the Government of
Uganda in implementing this measure isimperdive, in case thisway is chosen.

Theimprovement of the raw materia in quality and quantity is one of the main results of the program. Most
(over 90%) of the hides and skins collected in Uganda are now sdted and this was not the case @ the
beginning of the project.

The main problem is that the traders are benefiting the most of this main achievement of the project. The
traders export for a better price (due to the improved grading) the totdity of the raw material.

The capacity of the two tanneries presently working in the country is low, but they have dso a serious
problem in getting locally hides and skins.

The fish skin tannery has a potentid, but so far the evauation team has ascertained that the possible market
has not been effectively investigated and that the price of these skinsis probably too high compared to
reptile kins.

The tanneries actudly exigting in the country should be improved and they could receive technica
assgtance, but only limited to consultancy and training.

The effluent treatment plant is established at each tannery and the sandards are in line with the country
regulation. However, the chrome should be recycled in the process instead of being buried or sored in
plastic bags.

The technical support services offered to the sub-sector, leather goods and footwear, through the TCFC
are good and deserve to be enlarged, establishing some smal workshops in four different towns located in
the north, south, west and east parts of Uganda.

The TCFC has made a positive evolution, moving from being just atraining center to a center for
manufacturing, where the small entrepreneurs can use the facility and machines againgt a smdl fee, charged
per item produced.

Under the guidance of the technicd supervisor of the center the entrepreneurs have aso the opportunity to
upgrade their manufacturing skills.

The further development of the leather sector products has generated additional demand for finished legther
produced by the local tanneries.

The TCFC has dso generated employment for women. In fact 42 women have been trained in the fidd of
leather goods and footwear during the last five years. Their origin isfrom three parts of the country: 12
from Kampaa area, 15 from the north region and 15 from the south region.

Inview of these good resultsit is advisable to congder the establishment of smdl training centersin other
areas of Uganda.
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Severa entrepreneurs, among them alot of women, have persona and technica problemsin moving to
Kampaafor the training and later for manufacturing their goods.

Out of thetotal of 205 personstrained a TCFC during the last five years, 115 were from Kampaa area.
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3. ANALYSISOF PROJECT STATUS THREE YEARSAFTER COMPLETION

3.1. Achievement of project objectives
3.1.1. General development objective

The development objective of the project was to devel op the agro-based indigenous, raw
materid source of hides and skins, to a higher vaue added stage, to increase the contribution
of the leather industry sector at country level and strengthen the national economy of Uganda

3.1.2. Immediate objectives planned and outputs foreseen

The project initsfina verson, after the modifications introduced following the Objectives
Oriented Project Planning Workshop (OOPP), held in Kampdain April 1997, had five
immediate objectives linked to 21 foreseen outputs.

Immediate objective 1. Institutional component
Improved indtitutiona support policy framework for ULAIA
This objective had to produce five outputs:

1. Define ULAIA drategy and structure

2. A proposd for apolicy paper addressing the congtraints of the sector, in order to
amend the “Raw hides & skinslesther Act”

Strengthening of ULAIA
Establishment of a database
Promotion of the leather program

o g b~ Ww

Draft proposal on hides and skins improvement for submission to EU/ASCIM
(Adaptation and Strengthening of Current Implementation Mechaniam)

Immediate Objective 2: Hides and skins component
Improvement of the qudity and increase of the quantity collection of raw hides & skins.
This objective was expected to produce five outputs:

1. A proposa for hides and skins collection

2. Traning requirements for flayers and butchers

3. Increased quantity and quaity of hides a adaughter facility, through ingdlation of
additional mechanica equipment, other than the Uganda Mest Industry

4. Familiarization of sdlected butchers and flayersto Tanzania

5. Establish cooperation between butchers/traders and tanners to incresse the production
of machine pulled hides

Immediate Objective 3. Leather and Tannery component
Increase the quantity and improve qudity of semi-processed and finished leather

Origindly this objective was foreseeing four outputs, but Snce an immediate objective
regarding environment was added later, this objective had to produce only one outpui:

1. Production of high qudity sport balls lesther for loca manufacturing
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Immediate Objective 4: Environmental component

Mitigation of tannery pollution and other environmenta improvements
This objective was the one added later and was foreseeing two outputs:

1. A study on technology options on exigsting treetment effluent plantsin a least two
tanneries (Mbararatannery and LIU tannery in Jnja)

2. A study to reduce consumption of furnace oil and eectricity at LI1U / Jnja
Immediate Objective 5: Leather products component
Improved qudity and quantity of footwear and other leather products.

This objective in the origind project document was foreseeing four outputs, but findly included
seven outputs, which are:

1. Egablishment of abasic common center for training, production, maintenance of tools
and procurement of raw materid and equipment for footwear and leather goods
manufacturers

2. Atleast 20 footwear and leather goods operators, designers and supervisors trained
per year

3. Improvement of the TCFC (Training and Common Facilities Center) set up for its
future requirements

4. Cregtion of public awareness for the Crane Trademark and for the activities of the
TCFC

5. Cooperation between TCFC and the Cheshire home for disabled persons
6. Atleast 8 leather goods manufacturers trained

7. Improving competitiveness of the Uganda shoes producers through a better balanced
custom duties regime

All these 21 outputs were forecasting 92 activities to achieve the five immediate objectives
programmed.

Objectives achieved, constraints and impact
Immediate objective 1

Regarding the firgt objective the evauation misson has noticed a discrepancy between the find
report and the termina report, concerning the outputs produced.

Thefind report isindicating four outputs produced, while the termina report indicates the
accomplishment of six outputs, through 28 activities devel oped.

The terminal report has no date, but probably was prepared at the end of 1999.
Globdly it can be said that the outputs foreseen were produced.

The evduation team is of the opinion that more leaflets on ULAIA’ activities could have been
produced and more promotion for the improvement of the leather sector in other regions of
Uganda (outsde Kampaa area) could have been done through radio and television. The
evauation mission has noticed that among the entrepreneurs, some have problems in writing
and reading, therefore the promotion through the press has a minor impact on the targeted
audience.
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A policy paper addressing the problems of the sector was prepared and discussed with the
stakeholders.

Therole of ULAIA has been strengthened and ULAIA has undertaken alobbying role with the
Government counterparts to discuss issues affecting the leather sector.

The data on livestock, H& S production, export of raw hides and production of wet blue have
been collected. However, dl the internationa counterparts reported to the evauation misson
that the Uganda Statigtics have big discrepancies.

The EU regiond office in Kampda operates more a level of livestock, mainly in the fidd of
veterinary.

I mmediate objective 2
The improvement of the qudity of hides & skins has been achieved.

No additiona hide puller has been bought, gpart from the one ingtdled a UMI. The grading
standard model has been developed and divul gated.

Presently, the information on Uganda leather sector is not provided on the Internet, dthough
indicated as a completed activity in the termind report. ULAIA does not appear in the website
among the members of UMA (Uganda Manufacturers Association) and is not mentioned in the
directory under leather and shoes.

A study tour in February 1999 has been organized for 25 sdlected butchers and flayersto vidt
the mechanized daughterhouse in SakinaLTD in Arusha/Tanzania.

Output 5 foresaw to establish a mechanism of cooperation between butchers, traders and
tamers. The evaluaion misson has not natice that such mechanismisin place. The traders are
interested in exporting the raw hides, they buy in bulk (irrespective of the grading) and the
tanneries have shortage of raw materid.

Immediate Objective 3

The quantity and the quality of semi-processed and finished leather has been increased,
however thereisalack of preciseindicators to alow a measurement of the results achieved.

Technical Assstance has been given to aloca enterprise, producing sport bals, to enhance the
market share of this company, which is the only one in the country and has only around 10% of
the total Uganda market.

Also the tannery in Jinja has been assisted by the project to provide a better qudity of the
leather of the sport balsin order to meet the standards of FIFA (Federation of International
Football Associations).

During the vigit of the evaluation team the factory was not in operation, because they were
short of raw materid and were expecting from Kenya a specid tanned soft cow leather, which
is needed to get a product of good quality.

Immediate Objective 4

The focus was on the environment and mitigation of the tannery pollution. Two outputs were
produced.

A report on the technology options of the exigting effluent treetment plants of the tanneries of
Mbararaand Jnja, was prepared and submitted to NEMA, suggesting modifications and
standards for the discharge of tannery effluents.

The tannery in Mbarara was closed afterwards.
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Some officids of NEMA and ULAIA participated in astudy tour financed by the project to
gather information on tannery waste trestment standards in Zimbabwe and South Africa.

Asaresult of the study an awareness creation workshop (55 participants) between
stakeholders and Government ingtitutions was organized to discuss the standards and decide
the policies.

NEMA eaborated the planned standards and gave the industries 30 days to comment.

The other output was a study on energy saving through the ingtalation of a solar powered hot
water supply to reduce the consumption of furnace oil and dectricity by the tannery in Jnja

The report was presented to the tannery but the proposal was considered not interesting
regarding cost/benefit.

Apparently the tannery has never given officidly its comments,

The eva uation misson was not able to ascertain who and why commissioned this study and
whether the tannery was initidly contacted.

Immediate Objective 5

This objective amed at the lesther products component. All the outputs of this objective have
been successfully completed. The cooperation and support of ECOTEC, under abilatera
Austrian technica assstance project, has been fundamenta for the success of this objective.

The footwear manufacturers in the Kampala area were the main target beneficiaries.
The TCFC was established in 1997. All the machinery was purchased through the project.

TCFC isthe only footwear/leather goods training and production facility operationd in
Uganda. The center provides extension services, centrdizes for its members the purchase of
production inputs and raw materids at convenient prices.

The equipment of the TCFC is utilized againgt a small fee by the entrepreneurs for their own
production. The TCFC with the support of the project, who funded two senior technicians,
trained in five years 205 persons in foot wear and leather goods production.

The TCFC has gained reputation and created a trademark for shoes, creating public
awareness for the quality of their production. Together with ULAIA, TCFC has lobbied with
the Government (Customs Department) for the introduction of duties on low quality plastic
shoes from East Asa. Moreover, it has promoted the production of orthopedic footwear and
the training of a shoemaker of the Cheshire home for disabled.

The results obtained in the achievement of this last objective can be rated as more than
planned.

Interviews on project relevance and impact for stakeholders and
beneficiaries

3.3.1. Austrian Development Cooperation
Dr. Konstantin Huber, Regional Representative East Africa

The Evauation Team discussed the agenda and the project related issues with Mr. Huber at
severd meetings at the beginning of and during the mission. Mr. Huber shared his experience
regarding the projects with the evaluators and explained to them other programs, which are
supported by the Austrian Government, including the Master Crafts Program (MPC), a
component of the UNIDO Integrated Program in cooperation with USSIA.
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Mr. Huber said that by far most raw hides are being exported to Pakistan and other countries
in South East Asa. Uganda has 10 mgor daughter houses, 8 of which would belong to BHS,
the largest exporter of raw hides. However, 80% of dl hides would be bought from small
farmers and not from daughterhouses. The exporters would buy in bulk, but export by grades.
The large demand for raw hides for export would deplete the supplies for the Ugandan
tanneries. In July 2002 alevy was introduced on exportation of live cattle, H& S and some
other cattle products.

According to Mr. Huber, the H& S share of Uganda stota exports went down from 7% in
vauein 1997 to only about 1% in 2002. Coffee is the most important export commodity.
Although the prices fdl, coffee represents 60 — 70% in value of tota exports, due to increased
quantities. Teawith 20% in vaue and cotton with about 15% are other important export
commaodities. Uganda also exports food fish, flowers and vegetables. In neighboring Rwanda,
H& S used to be the 3" largest export commodity, but decreased as well.

After the civil war charity organizations shipped second-hand clothes and shoes to Uganda and
created at some point asurplus. In the mid 1990-ies the economic Stuation Sabilized. By then,
importing second- hand shoes and textiles had turned into a big business. Besides, cheagp plastic
shoes were being imported from China. In 1997 some 17 million pairs of shoes were imported
to Uganda, now the officid number isaround 2 million pairs. Mr. Huber expressed the opinion
that the officia imports went probably down because of increased smuggling after the
introduction of a 25% import tax.

Mr. Huber stressed that local shoemakers were gtill complaining about lack of localy tanned
leather and are even buying finished leather from Kenya. Kenya has about 13 tanneries, most
of which are owned by ethnic Indians, who are traditionaly very entrepreneurid. However, the
magority owner of Kenya s largest tannery is BHS. Mr. Huber concludes that second-hand
shoes may not be that much of a competition to the more expensve localy made shoes, since
they would compete for different market ssgments. The Evauation Team investigated thisissue
later in some detail and found that these market ssgments were yet overlapping significantly.

Mr. Werner Pilz, Consultant to ADC

The Evaduation Team interviewed Mr. Rilz after the misson to Uganda a his Vienna office. He
was conaulting to ADC during the implementation of the leether program and helped confirm
some findings of the Evauation Team.

Mr. Pilz dso commented on various aspects of the leather program and its implementation. In
particular, he advocates supporting smal entrepreneurs in vegetable tanning. He aso expressed
the opinion thet the former UNIDO CTA, Mr. Felsner, was a good leather expert, but that he
was not following the directions of the project documents of the two UNIDO projects. Mr.
Pilz said that there were frictions between the CTA, the UNIDO Project Manager and Mr.
Wong, who represented ADC at the time in the meetings of the Steering Committee.

Mr. Andreas Daxbacher, Former ECOTEC Consultant

The Evauation Team interviewed Mr. Daxbacher after its misson to Uganda. Mr. Daxbacher
confirmed the impressions of the Team, in particular with regard to the benefits of the TCFCs
to small entrepreneurs. He agrees that the TCFC' s activities should be extended to other parts
of the country. He dso submitted by emall after the meeting the following recommendations to
the Evduation Team:

The TCFC should acquire molds for soles of school, safety and uniform shoes.
The TCFC should purchase a ssamping machine to imprint the Crane trademark on shoes.
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A marketing consultant should help the TCFC in marketing the Crane trademark and the
shoes and leather goods. He should dso train alocd marketing manager.

3.3.2. UNIDO
Ms. Auréia Calabr 6, Industrial Development Officer, UNIDO HQ, Vienna

The Evauation Team spoke with Ms. Calabr6 severd times before and after the misson to
Uganda. She provided the team with much documentation about the projects. Ms. Caabrd
mentioned that the project relevance was assessed by her former supervisor Mr. Berg together
with the CTA, Mr. Felsner, a the time of the project identification in 1991.

She explained that the concept for giving ULAIA agarting capita before it would reach
financid sugtainability was the cregtion of arevolving fund, later dso caled “repayment fund”.
This fund was established by trandferring the ownership of manufacturing and environment
related equipment, purchased with project funds, to ULAIA. Leather entrepreneurs would then
buy the equipment from ULAIA and pay for it over timein periodica ingalments. For
manufacturing equipment, alow interest rate and for environment related equipment no interest
should be charged. The fund would be audited by an externa auditor in Kampala once a year.

Ms. Calabré said that the repayment was till on-going, but the fund would be eventudly
depleted, because it was used to cover ULAIA’ s running expenses and ULAIA could not
achieve sdf-sugtainability by charging membership and service fees.

The Evauation Team took every effort to verify the function of the fund. However, it was not
possible to find afund utilization agreement between ULAIA and UNIDO in Kampala or
Vienna. Indeed, nobody at UNIDO or ULAIA would tdl for sure whether such agreement has
even existed. Therefore, it remains completely unclear, for what purposes the fund should have
been used, who was authorized to use the fund and what interest rates should have been
charged. From the existing papers it was apparent that Mr. Mwebe and Mr. Felsner were
sgnatures holders for the fund and that ULAIA’s expenses, including sdariesfor ULAIA saff
and vehicle cogts, have been covered utilizing money of the fund.

Mr. Samuel Balagadde and Mr. Albert Semukutu,
UNIDO Uganda Integrated Program, Kampala

Mr. Samuel Balagadde is the Food Component Coordinator and Mr. Albert Semukutu isthe
Nationa Expert Micro & Small Scade Enterprises Componert. Ms. Jane Mambule, National
Program Coordinator, was in the UK during the time of the mission and could therefore not be
interviewed.

The Integrated Program has 5 components in different indudtrid fields:

1. Support for agro-related industries (financed by Norway)
Textile
L esther
Food

2. Micro- and smdl enterprises support (financed by Jgpan)
Master Craftsman Program (MCP)
Entrepreneurship Development Program (EDP)

3. Investment promotion and information network (financed by Itay)
Support to the Uganda Coffee Development Authority
Support to the private sector business information
Support to the Uganda Investment Authority



Evaluation Report UNIDO Projects USUGA/92/200, US'UGA/96/300, October 26, 2002, Page 29

4. Support to Uganda' s Nationa Bureau of Standards (financed by Denmark and
UNDP)

5. Uganda Cleaner Production Center (financed by Austria)

For the leather sector, the Integrated Program isworking with ULAIA and the TCFC training
program and aso supports the leather related MSEs. TCFC istraining trainers, who in turn
provide training to MSEs in the country. MCP is atechnica and managerid training program
with activitiesin Sx digtricts. The technica component for the lesther sector is provided by
TCFC. Mr. Semukutu was involved with both projects in organizing the TCFC training.

In 1993 Uganda had about 240 small shoemakers. Then second-hand shoes and cheap
synthetic shoes came to the market and drove many shoemakers out of business. In the end of
2000 only 120 were left. Now, with the training program, the number is up again a 160 for
two reasons. improved skills and higher taxes for imports. In 1998 the import tax for 1 kg of
second-hand shoes was increased from US $0.70 to $1.90. 1 kg corresponds to 2 pairs of
men’sor 4 pairs of women's shoesin average. The consumer price for second-hand shoes
starts at $2.50 per pair, but can be over $20 depending on qudlity, brand and condition. The
Evauation Team visted some second-hand shoe shops and could directly verify this
informetion.

Mr. Paul Tremmd, Former UNIDO JPO in Kampala

Mr. Tremmel was stationed in Uganda from June 1995 to June 1999. During thefirgt three
years he worked as UNIDO Junior Professond Officer (JPO) from the UNDP Officein
Kampaaand was UNIDO's only resident staff member in Uganda. In the last year of his stay
he worked as a privatization expert for UNIDO on the successtul privatization of the Ugandan
government-owned company SAIMMCO, which manufactured oxen driven plows and other
agricultural equipment. His successor as UNIDO JPO was Mr. Wessdl Schulte, who filled this
function from 1998 to 2001 in Kampaa.

During his assgnment as JPO, Mr. Tremmel was closdly involved with the UNIDO |egther
program. He sees the founding of ULAIA as an association for al stakeholdersin the lesther
sector as mgor accomplishment, because ULAIA served asthe basis for an complex effort to
raise the qudity of the entire leaether sector by improving the farming of the animals, the
daughtering and flaying, the tanning of the hides and skins, and the skills of the finishing
indudtry.

Mr. Tremmd stressed the leading role of the late Mr. Becheter, former Director Generd of
Bata Shoe Co. and Chairman of ULAIA, in this effort. He aso confirmed that Mr. Michael
Wong, who was ADC' s representative in the Steering Committee, was very ambitious and
innovative in trying to make the program a success. According to Mr. Tremmel, Mr. Wong
was especidly focusing on supporting and developing the leather products industry, while the
UNIDO CTA Mr. Felsner was more interested in improving the tanneries. In particular, Mr.
Felsner would have supported TALIU, which was established in Masaka at the time, and the
Gomba Fish Skin Tannery in Jnja.

Mr. Tremme commended Mr. Wong for initiating the purchase of used equipment for the
TCFC, in the framework of the bilateral ADC project with the Austrian consulting firm Ecotec.
He added that at the time UNIDO was reluctant to purchase used equipment for the project,
athough he had suggested it for economical reasons.
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Mr. Tremme confirmed that the Revolving Fund was established before ULAIA, but he
cannot remember the date of the establishment of the fund, or whether any relevant document,
such asafounding act or afund utilization agreement, existed.

Mr. Gerhard Felsner, Former UNIDO CTA of the Project in Kampala

The Evauation Team interviewed Mr. Felsner in presence of Ms. Cdabro at her office before
the evaluation misson to Uganda. Mr. Felsner told the mission that in 1987 only one tannery
existed in Uganda. The tannery had a contract with a'Y ugodav firm for delivery of 3,500 tons
of hidesin the framework of abarter agreement for congtruction works a the Sheraton hotel in
Kampala, performed by a Y ugodav construction company.

In the end of the 1980-ies another tannery was to be founded and equipped with Itdian
machinery. However, this project was never redlized and the machinery was eventudly
acquired by anew tannery, which was established in Masakain the late 1990-ies.

After the privatization campaign in 1994 a Hong Kong Trade built atannery in Mbararawith
Chinese machines and technology. Later, this tannery was acquired by BHS. It produced
5,000 — 6,000 H& S per day. However, the tannery did not have any effluent trestment and
closed, when the BHS was ordered by NEMA to either build awaste water treatment plant or
stop operations.

The Fish Skin Tannery in Jnjais gill working, but their production is marketed for the same
price as reptile skin and therefore too expensive. Therefore, a planned cooperation with an
Italian company could not be redized.

When the firgt project sarted the qudity of the raw materid was akey problem for the Uganda
leather industry. The reasons were flaying cuts in the H& S and preservation problems due to
primitive drying. The UNIDO project established two new daughterhouses in Kamuli and
Ilganga. According to Mr. Felsner, some equipment of the daughterhouses was eventualy
stolen and the daughterhouses were transferred to the municipalities.

Mr. Felsner mentioned that Mr. Basgja (BHS) was the largest trader in Uganda, but he paid
the lowest price for the H& S. However, BHS would pay the money in advance to the
butchers, so that thay could purchase the cattle. Mr. Sirgji is another trader, who would ded
with better quality. He exports parts of hisH& Sto Itay.

With regard to the Ugandan leather products industry, Mr. Felsner stated that the biggest
competition for shoes made in Uganda were imported second-hand shoes. He added that this
businessisto apart carried out by families of members of the government, and thet private
involvement of government membersin the industry caused amgjor distortion of the market
because of legidation catering to specid interedts.

333. ULAIA

The Evauation Team spoke repeatedly with Mr. Emmanue Mwebe, Generd Manager, and
interviewed aso Ms. Susan Achillo, Adminigrative Assgtant. At TCFC the team met dso Mr.
Charles Naguyo, Chairman of TCFC and ULAIA, and Ms. Victoria Byoma, Secretary of
TCFC and Board Member of ULAIA.

ULAIA was established in January 1996 with Mr. Mwebe as the only employee. He was a
the time the nationa expert of the first project. There were 15 founding members. In late 1996
the revolving fund was introduced. Mr. Mwebe does not recdl if a utilization agreement for the
revolving fund was signed and he certainly could not present such agreement to the Evauation
Team. According to Mr. Mwebe, ULAIA’s sdlaries were paid from project money till June
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2001, when the project was aready closed. Later they were paid from income of the revolving
fund. The rent for the office had to be paid ayear ahead and was covered till mid 2001 from
project money. Then ULAIA moved to a building on the Kampaa fairgrounds, which belongs
to MTTI, and does not have to pay rent any more.

Mr. Mwebe thinks that ULAIA is not sdf-sustainable because the project ended too early. He
hopesthat ULAIA will become the Secretariat for the Lesather Sector, meaning that it would
remain a private organization, but receive money from MTTI for monitoring and Satistica
work. ULAIA is aso hoping to work with SPEED (Support for Private Enterprises Expansion
and Development), a USAID program. SPEED is consdering atraining of trainersfor flayers
program, proposed by ULAIA. ULAIA has proposed the same program aso to CDE and is
gill awaiting an answer. Other efforts to generate income include a cooperation proposal to
EDP and to the Uganda Polytechnic Kyambogo.

Mr. Mwebe avers that ULAIA hastried to mediate between tanneries and exporters, who are
competing for raw hides and skins. He said that the exporters were buying in bulk but
exporting in grades since 1995. Before 1995 they had to export in bulk because of the low
quaity. When the second project started in 1997, some traders started buying in gradesin
areas Where the project operated.

Prior to the projects, H& S were only dried, often on the ground. Now, according to Mr.
Mwebe, 98% are preserved with sat from Lake Katwe (Uganda) and Lake Magadi (Kenya).

Ethiopia, Sudan and Zimbabwe do not alow the export of raw hides. Zimbabwe exports only
finished leather products and leather for car seats. Kenyaimposes a 20% export levy on wet
blue and raw hides. Ethiopia exports wet blue, crust and finished leather. South Africa s hides
arelarger than Uganda's. Asagenerd rule, one hide yields 20 pairs of men’s or 40 pairs of
women's shoes.

Raw hides go usudly to the Far East and wet blue hides to Europe. Europe imports wet blue
hides because of environmenta restrictions for tanning. Far East countries can tan less
expengvely than Uganda, because they produce the chemica and machinery for tanning, have
better economy of scae and even lower wages. BHS used to produce wet blue hides, but
closad its tannery in Mbararawhen NEMA demanded the ingtdlation of an effluent trestment
plant. Now BHS is only exporting raw hides and controls the larger part of this businessin
Uganda. However, now that a 15% export levy has been introduce, BHS is considering to
ingtd| the effluent trestment plant and reopen the Mbarara tannery.

Mr. Mwebe is writing an MBA thesis on the impact of second-hand shoes imports on the
Ugandan shoe industry. He said that in the late 1980-ies charity organization shipped shoes to
Uganda and digtributed them free of charge. Later the scheme turned into a business. Today
the total market Sze in Uganda for leather shoesis 10 million pairs per year and for synthetic
shoes another 9 million pairs. Only about 240,000 pairs of shoes are produced in Uganda.
About 7 million pairs of second-hand shoes are imported or smuggled into the country. New
leather shoes are dso being imported from Kenya, Europe and other countries, but congtitute
probably less than 5% of the market.
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3.34. TCFC
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TCFC Buildina in Kampala

The Evaluation Team held two mestings at the TCFC with the managers of the center and with
entrepreneurs, who were either being trained or used the machines and facilities for
manufacturing shoes and legther good at the time of the mission. Detalled interviews were
conducted with Mr. John Byabashaija, Executive Director, Mr. Geoffrey Musinguz,
Adminigrative Manager, Mr. Gordon Arinaitwe, Training and Production Manager, and
Victoria Byoma, Secretary.

The TCFC was founded by the second UNIDO project in 1997 as part of ULAIA.

TCFC show room

The project purchased part of the machinery. In the frame of a separate bilatera project,
funded adso by ADC, the Austrian consulting firm Ecotec was hired for providing technica
training. Mr. Daxbacher, the Ecotec consultant, stayed in Kampaa 1997 - 2001 and worked
ful-time as atrainer. He taught the TCFC managers technicd and managerid skills. He
established contacts with governmenta and non-governmenta organizations al over Uganda,
brought their constituents as trainees to the TCFC and supplied textbooks to the TCFC and
other training indtitutions. The bilatera project funded aso machines and office equipment for
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the TCFC, as well as some renovation work in the building. The bilatera project ended in
2001. The building of the TCFC is made available by GOU free of charge.

- —

=
B _ ;
TCFC Manufacturing hall Trainee at work

On February 5, 2001, the TCFC was registered as an independent company. 8 members of
the board of the TCFC are dso ULAIA board members. The TCFC is not fully self-
sugtainable at thistime, but can currently cover 70% of its operating cost. Mr. Daxbacher said
in asgparate interview in Viennathat afew years ago, when the market was better, the cost
coverage was up to over 90%.

The TCFC' sincome comes from salling raw materia and renting out machines to shoemakers,
from sdlling some shoes that it buys from the shoemakers, from membership fees, and from
fees charged for training. 10% of the revenues come from Ugandan NGOs which have their
condtituents trained at the TCFC. The rest of theincome is generated by selling materid in
gock, which isleft from the projects. Although the initid project money was channdled through
ULAIA to the TCFC, the TCFC management emphasizes that it has never received money
from the revolving fund.

At thistime the TCFC clamsto sdll 120 pairs of shoes and 50 pairs of sandals per month.
These are manufactured by the entrepreneurs, who receive UGX 9,000 — 12,000 per pair for
their labor. The management would like to open ashop in centra Kampaaand hopesthat it
could sdll there more shoes.

3.35. TCFC Entrepreneurs

Sinceit sarted the TCFC has trained 205 people in manufacturing shoes and lesther goods.
The apprenticeship takes 3 months. It is followed by an advanced course of 1 month and,
optiondly, by a professond course of 5 weeks. While there is no charge for the
apprenticeship, the TCFC charges UGX 3,000 per day from it s members and UGX 3,500
from non-members. The membership feeis UGX 10,000 per year. Currently, the TCFC has
78 members.
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Teamwith TCFC éntrepreneurs, managers and coll eagljes

Out of the 205 trainees 162 became sdlf-employed entrepreneurs. 2 of them were employed
by Bata as factory supervisors, which proves the high quality of the training. 31 trainees joined
efforts and formed 11 companies. Some former trainees have trained their own employees.

42 of the 205 trainees were women: 12 from Kampaa, 15 from the west and 15 from the
north of Uganda In total, 115 of the 205 trainees came from the capital.

The entrepreneurs, who are using the TCFC facilities, pay UGX 2,500 in machine leasing costs
per pair of shoesthey make and usudly buy the raw material and accessories from the TCFC
for UGX 15,000 — 20,000 per pair. The sales price for the shoesisby UGX 8,000 — 12,000
higher than the total production codsis.

The former trainees confirmed that they benefited profoundly from the program. One lady said
that she learned her kills from scratch and has since improved her income congiderably. She
added that more machines at the TCFC would help more Ugandan entrepreneurs exercise
their trade at a better level. Presently users have to wait for their turn when amachineis
occupied.

A gentleman from West Uganda came to Kampaa a few years ago and worked in different
jobsin the leather sector. In 1997 he become the first trainee of the TCFC. Now he can
produce up to 400 pairs of shoes per year. He sdlls through the TCFC and aso directly to
cusomersin hisvillage. The shoes are expendgve for the people, but they are buying them,
because they look nice and are long-lasting, due to the good qudity of manufacturing.

The entrepreneurs suggest establishing TCFCs in Mbarara (W-Uganda), Mbale (E-Uganda),
Lira(N-Uganda) and Masaka (S-Uganda). Some suggested to set up a separate TCFC for
manufacturing leasther goods (as opposed to shoes). The entrepreneurs would like to have
access to affordable long-term loans for buying tools and machines. The basic equipment
consigs of a sewing machine, a scoring machine, a sole press and atool set and costs about
UGX 5 million.
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Some entrepreneurs said that they could sdll three times more and that the market is not nearly
saturated. One estimated that the average adult customer would buy one pair of shoes per
year. The entrepreneur’s profit is about 25% for shoes and 10% for leather goods. One
shoemaker manufactures typicaly 2 pairs of shoes per day.

Approximate sales prices for shoes and leather goods

Type UGX

Men’s shoes 35,000 — 60,000
Women'’s shoes 30,000 — 40,000
Children’s shoes 20,000 — 35,000

Sandals 20,000
Bags 50,000 — 100,000
Purses 30,000

Belts 12,000

Balls 20,000 - 25,000

3.36. UGANDA MANUFACTURERSASSOCIATION (UMA)

ULAIA isamember of UMA and pays annualy UGX 250,000 membership fee. Mr. Patrick
T. Banya, Director Information Services, UMA, emphasized that UMA isin favor of adding
vaue to domestic raw materias. He thinks that GOU has not gone far enough in policy
changes. The big playersin the leather sector export raw H& Sinstead of adding value. Batais
amagor exemption.

Mr. Banya suggested that government incentives and a better infrastructure for the private
sector were needed. He mentioned as an example for foreign incentives that the US initiative
AGOA was supporting the textile sector, which included aso lesther. UMA advocates policy
harmonization between countriesin the region. An open regiond market would benefit the
enterprises.

UMA offers about 15 different services to its members. policies, training, trade fairs, lobbying,
etc. These sarvices are advertised in abrochure. Mr. Banya said that ULAIA should aso
better inform its own members about ULAIA sarvices. UMA has 700 members, out of which
450 are paying their membership fee (UGX 100,000 — 2,000,000 per year). This makes up
15% of UMA’sincome. The objectiveisto increase this share to 30%. UMA isfinancidly
sf-sugtainable. It drawsits main income from trade fairs. GOU pays only for specid projects
to UMA. Mr. Banya proposed that ULAIA should become a subchapter of UMA and
referred to Denmark, where such arrangement isin place.

3.3.7. UGANDA SMALL SCALE INDUSTRIES ASSOCIATION (USSIA)

The Evauation Team met Mr. Vincent Ssennyondo, Executive Secretary. He told that USSIA
was founded in 1979. In the mid 1980-ies UMA was created from apart of USSIA asa
representative association for large enterprises. In 1989 USSIA was restructured with the
objective to professondize and depaliticize its management. USSIA isrepresented in the
south-western 22 of Uganda s 55 digtricts. In the north of Uganda the Northern Uganda
Manufacturers Association represents the enterprises. The north is ethnicaly different and the
people spesk a different language. USSIA cooperates with NUMA on nationd issues.
USSIA’s membership is fluctuating, but has reached up to 5,000 members. The annud
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membership feeis UGX 25,000 — 35,000. USSIA cooperates with UNIDO in implementing
MCPin 6 digricts. It provides training programsin technica skills. USSIA has many members
in the sectors of carpentry, metal work and food processing. The association performs market
research for its members. It dso helps its members participate in international exhibitions, eg.,
in Europe and in the US. USSIA charges feesfor some of its services. It runsdl its sections as
cost centers. The membership fee covers only 10% of the expenses. USSIA has a newdetter,
which is sdf-sugtainable and supportsitsdf from commercids. USSIA itself is not sdif-
sugtainable and covers only 30% of its expenses, The rest comes from donors, but not from
GOU. In order to generate more revenues, USSIA and NUMA are now establishing ajoint
venture caled SEDCO (Small Enterprise Development Company). Thisjoint venture shal
provide services, such as business consulting, to NUMA and USSIA members. SEDCO will
link up with donors and government programs and try to get money from them. It could dso
do market and feasibility studies, organize trade shows, etc.

USSIA’s employs full-time the Secretary Generd, his assistant, the women'’ s coordinator, the
program coordinator, the data and information manager, the secretary, the driver and the
cleaner. The Nationd Chairman, the Vice Chairman and the Treasurer are volunteers, as well
asthe representativesin the didtricts.

Sometimes conflicts occur between UMA and USSIA. UMA represents also importers and
therefore favors tax free imports, which can be to the detriment of loca manufacturers. At
times, USSIA and UMA are competing for donor programs.

ULAIA isnot amember of USSIA, but many shoemakers and manufacturers of lesther goods
are. The Chairman of ULAIA isamember of USSIA’s Executive Committee. Since USSIA
represents only manufacturers of finished products, it does not have any tanners or traders as
members.

3.3.8. BASAJJABALABA HIDES & SKINSCO.LTD. (BHS) - HABA GROUP OF
COMPANIES

Mr. Hassan Basgjja, Chairman/Managing Director, told the Evauation Team that his company
had 2,500 employeesin Uganda, Kenya, Tanzania, Rwanda and Burundi. Currently his
brother is expanding the business to Angola. BHS is dso the mgority shareholder of Kenya's
largest tannery.

BHS exports 3,000 hides and 40,000
skins per day, atota vaue of $49 million
in the year 2001. The company intends to
reconstruct the Mbarara tannery for a
capacity for 2,500 hides and 30,000 skins
per day. The projected investment is $11
million.

Mr. Basgjjamentioned that the tannery in
Masaka would partly belong to the
Minigter of Finance and LIU’ stannery in
Jnjato the Aga Khan group (snce 1996).
These statements could be confirmed by
the Evauation Team upon visting these plants.

Mr. Basgja sad that at this time he was not exporting Ugandan H& S because of the 15%
export levy. He daimsthat dl the H& S currently in stock were in transit from Rwanda and
Burundi.
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Mr. Basgjabelievesthat UNIDO's project helped improve the quality of the raw materia
because of the training of the flayers.

339. BATA SHOE CO. UGANDALTD.

The Evaduation Team interviewed Mr. Andrew Spyrou, Managing Director and Mr. Peter
Birimbo Tinka, Supplies Manager. Batais alarge transnationa shoe manufacturer. It was
founded in Czechodovakia, but moved its headquarters to Toronto after World War I1. It has
around 50manufacturing Sitesin many parts of the world, in particular in South East Asa.

Bata Uganda has 250 employees and is SO 9000 certified. It manufactures exclusively for the
domestic market. Bata produces 50,000 pairs of shoes per week, out of which only 1,500 are
made from leather. The rest are rubber boots and sandds. It plans to increase the production
of leather shoes to 2,500 per week and will buy additiona stitching machines to that end.

Bata's leather shoes cost UGX 25,000 — 40,000. The rubber boots sell for UGX 10,000. The
market for quality shoesis about 10% of the total shoe market. Most quality shoes are sold in
Kampda. Bata hasits own shopsin dl mgor cities.

Bata has conquered the market of “back to school” shoes. These sl dso for UGX 25,000 —
40,000 and are recommended by the schools to parents because of their good qudlity.

Currently, Bata buys legther from LIU in Jnja The qudlity is sufficiently good. When the
production at LIU was halted, Bata imported legther from Kenya The legther finishing in
Kenyais better than in Uganda.

Mr. Spyrou said that there should be no import tax on the finishing chemicd for shoes and dso
not on chemicas for tanneries. He confirmed that ULAIA was importing supplies for agood
price.

Mr. Spyrou, who is a Greek Cypriot, has worked in other Bata factoriesin Africaand other
countries for many years and knows the international shoe market well. He finds that basicaly
Uganda would have better preconditions for manufacturing shoes for export than other
countries in the region, because of its raw materia base. Ugandan hides are superior to hides
from Kenya and Zimbabwe. One reason is that Uganda has more pastures and the cattle is not
being driven for long distances through the bush, which causes scratches in the hides.
However, there should be a much higher tanning capacity in Uganda and afar better supply
infrastructure for other materials and services. Mr. Spyrou mentioned as an example that when
acomputer controlled machine breaks down in Uganda or even Zimbabwe, a service
technician hasto be flown in from South Africa. When the same incident hgppensin an Asan
country, the technician would come within hours on his motor scooter.

3.3.10. EAST HIDESUGANDA LIMITED

Mr. Onorato Garavaglia, Generd Manager, is an Itdian from Lombardy, whose family has
been for generations in the leather and tannery business. He has lived many yearsin Tanzania
and Uganda and used to be the Generd Manager of LIU before he moved over to East Hides.
According to him, there are only three independent exporters in Uganda: BHS, SW Tannery
and East Hides. All others, including Sirgji, would somehow work for BHS.

A daughterhouse charges UGX 12,000 for daughtering one cow. BHS owes most mgjor
daughterhouses in Uganda. It pays for the meet in advance, but ingsts on keeping the hides.
Therefore, BHS has amgor advantage in getting raw hides. East Hides intends to build a new
daughterhouse in order to improve its own supply Situation.
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However, he mentioned the usefulness of the TCFC for the smdll entrepreneurs and
commended the good work of Mr. Daxbacher.

Mr. Garavaglia agrees that the UNIDO projects have improved the qudity of raw hidesin
Uganda. He said that this was mainly due to preservation by sdting, and not so much because
of thetraining of flayers. He is skepticd in regard to improvements in flaying and said that many
flaying knives were Solen after afew days from the daughterhouses, and that the flayers were
getting paid by the number of animals flayed and are therefore trying to work asfast as

possible.
3.3.11. EQUATOR SPORTSCO. LTD.

The proprietor of the company, Ms. Victoria Muhairwe, was in Germany at the time of the
mission. The Evauation Team spoke with Mr. Enos Katungi, Store Keeper, Mr. Gabrid
Kansime, Production Manager and Ms. Jolly Twinamasiko

Speciaized Worker. Equator Sports was established in 1995. It manufactures footballs and
ballsfor other sports. The enterprise employs 14 stitchers, each of who can make 3 balls per
day. Every footbal conssts of 32 pieces (white hexagons and black pentagons). The pieces
are cut by an Itaian machine.

The materid used is split cow legther. The lesther comes from a specia tannery in Sagana,
East Kenya. Thereisan import duty of 15 — 17% for imported legther. The finishing of the
leather is specid, because the materiad should not stretch.

The average annud production is 6,000 balls. Last year Equator produced 300 volleybals.
The rest were 50% footballs and 50% netbals. All bals are sold on the domestic market. 60%
of the production is purchased by schools. The wholesde priceis UGX 20,000 and the retall
price UGX 25,000. Equator Sportsis Uganda s only bal manufacturer. However, about 90%
of the balls sold in Uganda are imported.

Many plagtic bals come from Pakistan. They cost only UGX 7,000. Imported leather balls
cost UGX 10,000 — 15,000, but their qudity isinferior to Equator Sports balls, according to
Mr. Katungi. He said they would burst easily. Mr. Mwebe of ULAIA added that there was no
import tax on sports goods.
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Stitcher making a football

3.3.12. GOMBA FISHING INDUSTRIESLTD.

Gomba’s Logo Nile perch |eather

Mr. Yusuf Karmdi is the Director of the tannery and of the fish factory in Jnja The fish factory
existed before the tannery. It has 500 employees, while only 14 people work at the tannery.
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The fish factory processes Nile perch, afish that wasintroduced to Lake Victoria by the
British. Mogt of the fish is exported to Europe. When Mr. Karmali heard that UNIDO wanted
to carry out atria project for fish skin tanning in Kenya, he suggested in 1990 to do the trid a
L1U and got encouraging results. In 1994 the Gomba tannery was founded. UNIDO provided
assistance with severa international experts.

-

Nile perch leather and producs

The tanning capacity is 4,000 Nile perch skins per day. One Nile perch has two skins (one on
each dde). The actud production is now 1,000 skins per day, but Gombais hardly sdling
anything, except small quantities to the TCFC. In the past, there were some tria orders from
Italy and the Far East. Two years ago, an Itdian company has produced trid quantities shoes
and legther goods from the Nile perch lesther and advertised it in lesther magazines. In the end,
there was no follow-up business.

Nile perch skin costs $9.20 per sft, as compared to $14 for crocodile skin. The relatively
high price may be the reason for the lacking interest from customers. Mr. Karmdi said he
would not know the production cost for the skin. Also, he does not know the potentiad markets
for his product and has to rely on agents.

3.3.13. LEATHER INDUSTRIES UGANDA (LI1U) - INDUSTRIAL PROMOTION
SERVICES UGANDA (IPS)

Mr. Niazai J.Hirani, Generd Manager, Mr. S. Rais Khan, Procurement Manager, and Mr.
Amzad H. Ali, Operations Manager, recelved the Evaluation Team at the tannery in Jnja. The
tannery was founded in the late 1970-ies by GOU. In 1996 the Aga Khan Group (IPS)
acquired the enterprise. At that time 120 people worked full-time at the tannery. The tanning
capacity is 750 hides per day. In December 2001 the production was stopped for lack of raw
materid, snce dl raw hides were exported. After the introduction of the 15% export levy on
raw hidesin July 2002, the tannery resumed the production. The levy has improved the supply
gtuation, but LIU can il not buy enough hides in order to work at full capacity, athough the
demand for wet blue and finished leather would be high enough.

The tota production capacity for wet blue hides for export is 200 containers per year. One
container holds about 1,500 wet blue hides. Most exports go to two agentsin Italy, who
digtribute them to Itdian tanneries. A small quantity is exported to India. In 1997 55 containers
were exported. In 2000 only 32 containers were exported and in 2001 only 8 containers,
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which is less than 5% of the capacity. The current sales price for wet blue hidesis US $0.72
per soft.

Skins have aso been exported, but in much smdler quantities. The market for skinsis quite
ungtable. L1U buys the raw hides from traders. All raw materid is of Ugandan origin.

Grades 1 — 3 aeinternationdly aso
cdled TR (tannery run). Grades 4 —
5 can be exported at alower price.
Grade 6 is not suitable for export
and has to be used locdly. In 1996
the qudity of the hides was poor,
because they were preserved by
drying. About 40% of the hides
were even ground dried. Since
Ugandan hides are thick, they take a
long time to dry. Asaresult, 35% of

; the hides were only grade 6. Only
Splitting machine 2% of the hides were preserved by
sdting.

The UNIDO projects were very successful in changing the preservation method from drying to
sdting. For one hide 5 kg of sdt is needed. Now only 3 — 6% of the hides are grade 6. One
kilogram of sdted hides costs currently UGX 1,300. In average, a hide weighs 16 kg and has

29 sft.

However, the improved qudity
combined with the thickness,
which compares to the thickness
of hides from Brazl and
Rwanda, yielded higher prices
for exported raw hides. About
15 — 20% of Ugandan hides can
be used for upholstery. Uganda
isthe only country in East Africa
with larger quantities of hides

that are suitable for upholstery.
This has aso contributed to the
price hike. R
Most raw hides are shipped to Liming and tanning drums

Chinaand India. Mr. Hirani sad

that India and China supported the leather industry with subsdies, which amount to about 12%
of the value of the finished products or 35% as calculated for the vaue of the raw hides. Mr.
Hirani said that India has gradudly banned the export of raw hides, wet blue hides, crust and
finished leather and alows now only the export of finished leather products. Russia has
introduced an export levy of 60% on raw hides.

Nigeria, Zimbabwe, Ethiopia and Sudan have a flourishing tanning industry, Since these
countries banned the export of raw hides. Kenya recently imposed a 20% export levy on raw
hides. Tanzania has only a 2% export tax on raw hides. Therefore, after the introduction of the
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15% export levy in Ugandaraw hides are sometimes smuggled to Tanzania and exported from
there.

Asthe production of wet blue hides became too expensve with the high cost of raw materid,
IPS cdosed dso its tanneries in Kenya and Tanzania.

The LIU managers stated that the
tannery had to buy hidesin bulk and
could not select grades. Currently,
LIU shipsin each container 20% TR,
40% grade 4 and 40% grade 5. To
achieve this sdlection, the tannery has
to buy 1,550 raw hides to make 1,500
wet blue. In 1996, for the same
selection 1,800 hides would have been
needed, however, the price of the
hides was lower then.

Wet blue hides The poorer qudity is used for army
shoesin Uganda and aso for school
shoes. On the local market L1U sdlls only finished lesther. Domestically, BataisLIU’ s largest
customer and accounts for 70% of domestic sdles. Domestic sdlesare only 8 —10% of LI1U’s
total sdesvolume.

The Evauation Team toured the production facilities of the tannery. The hides stay 18 hoursin
the liming drum then 24 hours in the tanning drum, where the chrome process converts them to
wet blue. For the production of crust, the hides are split and then treated for another full day
with dyes, oil and chemicasin athird drum. The production of finished legther involves
trestment of the crust with pigments. This gpplication can be done manualy or by amachine.

The tannery has an effluent trestment plant,
which was designed by a British consulting
firm and the effluents meet the nationd
standards of NEMA. Mr. Hirani said that
effluent trestment added to the production
cogt, but hewould not believe that tanneries
should have a separate effluent sandard. This
would create also problems with exportsto
the EU, which demands compliance with
certain standards.

According to LIU’ s former manager Mr.
Garavaglia, who isnow with East Hidesand ~ Flaying cutsin wet blue hides

was interviewed by the Evaluation Team in his new capacity, LIU conddered the ingtalation of
solar panels for power generation but dropped the idea when it redlized that the amortization
period would be too long. The menta time horizons for invesmentsin the young African
republics are shorter than in Western indudtrialized nations, which have lived in decades of
politica sahility.
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3.3.14. PEOPLE’'SFOOTWEAR & GENERAL ENTERPRISES

Ms. Jolly Batarirana Rwanguha, Proprietor and Manager

Ms. Rwanguhawas trained for 3 months (January — March 1995) at TPCSl (Training and
Production Center for the Shoe Industry) in Thika, Kenya. Now sheis running a workshop
with asdesoutlet in Jnja. Her enterprise produces and repairs shoes, including second-hand
shoes. It dso manufactures smal leather goods, such as belts, bags, purses, wallets and key
holders.

Peopl€e s Footwear employs currently 8 workers and manufactures about 3,000 pairs of shoes
per year. The average price for new men’s shoesis UGX 30,000 and for women's shoes

Mrs. Jolly Rwanguha in her shop

UGX 20,000. School shoes cost about UGX 15,000. For school shoes, Ms. Rwanguha uses
good, but not top quality lesther, Snce the children grow out within ayear anyway.

Her shop repairs a'so about 3,000 pairs of shoes per year at an average cost of UGX 10,000.
These are mostly second-hand shoes. Ms. Rwanguha told the Evaluation Team thet she
charges alittle more for the repair of second-hand shoes to promote her own production and
discourage people to buy used shoes. In the end, the price of repaired second-hand shoesis
not much lower than the price of new locdly produced shoes. Ms. Rwanguha mentioned that
she was very pleased with the recent
increase of import duty on second-hand
shoes.

3.3.15. SIRAJI
ENTERPRISES
LIMITED

The Evauation Team spoke with Mr.
Abdul Razak, Managing Director, and
Mr. Omar Sirgji, Financid Director.
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The company exports H& S. ULAIA trained its employeesin grading and pricing the raw
materid. Sirgji Enterprises used to export hides Itay and to Bata Kenya, but not any longer.
Between 1990 and 2001 an Italian tannery bought 4,500 raw hides for agood price. Currently
Sirgi Enterprisesis exporting wet blue skinsto Italy and Spain, which are tanned in Kenya
The principd client for hidesis a Dutch trader, who sdlls the hides to the Far Eadt.

Sirgi Enterprises expressed its intention to acquire a tannery for 2,000 goat skins per day.
Because of the low capacity of the tannery in Masaka, the suppliers of raw materid are sdlling
chegper. This compensates the exporters for the 15% export levy. Srgi Enterprisesis mainly
buying from rurd suppliers.

3.3.16. TANNERY AND LEATHER IMPROVEMENT UGANDA LTD. (TALIU)

The Evauation Team met Mr. Methodius Kasujja, Co-proprietor and Managing Director, and
Mr. Drake Mutesesira, Production Manager, a the tannery in Masaka. At alater occason in
Kampaa, the team spoke also to Mr. Abdul Hakim Sekandi, General Manager.

Worker in a soaking pit at TALIU

Mr. Kasujjatold the team that the tannery was built 1997 — 2000 and was owned by 4
proprietors, each of which was holding 25% of the shares, and that one of the owners was the
current Minigter of Finance of Uganda.

The production started
only in June 2002.
Currently, the enterprise
tans 250 hides or 2,000
skins per day. Its capacity
is 500 hides or 4,000
skins per day. The tannery
has 4 drums— 2 for liming
and 2 for tanning. It
employs 20 people. Since
the finishing lineis not yet

Tanning drums at TALIU
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complete and ingtalled, the plant produces only wet blue hides and skins. So far TALIU has
sold 5 containers of wet blue hidesto Italy.

TALIU buysitsraw materid from farmers and hide collection centers. When it will expand its
production, it may have to buy hides from Tanzania. Uganda does not have an import tax on
raw hides, but Tanzania charges a 2% export tax. Since the introduction of the 15% export tax
in Uganda, prices for raw hides went down by 10 — 15%. During the harvest seasons for
coffee and bananas in April to August and November and December, the farmers have more
money and can afford to est more mest. Therefore, more animals are daughtered during these
periods. Normaly, the daughterhouse in Masaka kills only 15 pieces of cattle per day.

According to Mr. Kasujja, TALIU buys hidesin grades. It pays one price for TR (grades 1 —
3) and alower price for grades4 —5.

TALIU has an effluent
trestment plant, which
was financed with a
loan from the East
African Devdopment
Bank.

UNIDO’sregiond
project financed the
feasbility sudy and
the architectura
planning for TALIU.

_ UNIDO aso provided
RO |- technica assgtance

ki from the resources of
- 3 S the regiond project
Effluent treatment plant at TALIU hdpi?% %IeCF[) tl’:e ”

machines for the tannery. Mr. Kasujja stated that UNIDO would have pledged to pay dso US
$75,000 for the effluent treetment plant, but never followed through. He aso said that TALIU
has not received any funds from the two national UNIDO projectsin Uganda. Mr. Kasujja
confirmed that UNIDO has congderably improved the qudity of Uganda hides by changing the
preservation method from drying to sdting.

TALIU stotd investment in the tannery was US $1.2 million. Thisincluded the price for the
land and the effluent treatment plant. The enterprise took a bank loan of $600,000. The rest of
the investment was taken from persond savings. Now the owners want to complete the
finishing line and produce finished lesther for the domestic market.

3.3.17. TOP CUTS-DIVISION OF UGANDA MEAT INDUSTRIES

Top Cuts was acquired by BHS afew months ago. Dr. Francis Mwesigye, Generd Manager
and Mr. Fred Lugemwe, Chief Accountant, spoke with the Evaluation Team and guided them
on atour through the premises. Dr. Mwesigye had been in his pogition for one month only. Top
Cuts has 83 employees.
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Top Cutsis member of ULAIA.
The UNIDO project trained the
flayers and provided qudlity flaying
knives from Brazil. Some flayers
u even participated in a study tour to
Arusha The quality of the hides
improved dramaticaly as aresult
s of the training. Mr. Mwesgye
Meat a‘t I'ts Be st stated that, on a scale of 100, the
improvement could be quantified
asarisefrom40to 70. In
average, it takes two months to
[ — train aflayer. In manud flaying,
there are dwaysfive flayers
working on the same anima at one time. The flyers, who were trained by ULAIA in the
framework of the project, are till working at Top Cuts.

Top Cuts has 7 flayers. The neighboring City Abattoir, which aso belongsto BHS, has 30
flayers. In totd, City abattoir employs 200 people. Top Cuts has a conveyor chan, while City
Abattoir hasto flay the animas on the ground. Thisiswhy it needs more flayers. Top Cuts has
aso an dectric hide puller, which avoids flaying cuts into the hides. However, using the hide
puller takes much more time (about 1 hour) than manua flaying, which takes 20 minutes only.
Therefore, most of the butchers prefer manua flaying, so that the can get the meset fagter to the
market.

Top Cuts daughters 100 cattle and 25 goats and sheep (mixed) per day. City Abattoir kills
200 cattle and 40 — 50 goats/sheep per day. On peak days (before Christmas) the number of
cattle may go up to 1,000.

The mest of acow issold for about UGX 225,000. A carcass without head and intestines but
with bones weighs in average 125 kg. The hide weighs about 16 kg and is sold for UGX
20,000. Most of the value is added a Top Cuts meat processing plant. In a cooperation
project with the EU, Mr. Kab, a German meat expert, is consulting to the meat processing
plant.

3.3.18. UGANDA SHOE CO. LTD.

Mr. Joseph R. Kateregga Kayondo, Managing Director, told the Evaluation Team that his
company was abeneficiary of the UNIDO projects. Origindly, the TCFC was located on the
company’s premises. The project provided machinery on aloan basis, aswdl astraining in
manufacturing.

Currently, Uganda Shoe Co.Ltd.
manufactures shoes for the
Government (mainly uniform shoes)
and for indugtrial enterprises. The
sales price of these shoesisaround
UGX 35,000 — 45,000. The
company’ s 10 employees produce 50
pairs per day. Uganda Shoe Co.Ltd.
pays UGX 100,000 per year
membership fee to ULAIA. It benefits

Showcase at Uganda Shoe Co.Ltd.
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from ULAIA’simporting soles and other supplies for alow price, asaresult of clustering.

Mr. Kayondo considers second-hand shoes as a competition, because they are often being
resoled and then sold for UGX 15,000 — 20,000. He also see imported plastic shoesas a
serious competition. Although their qudity is lower than the qudity of leether shoes and they do
not last aslong, they look nice and most buyers cannot distinguish between leather and plastic.

Mr. Kayondo finds that brand names (Crane, Bata) are an advantage in marketing. He
complainsthat his company does not have good accessto retail shops and he would welcome
sometraining in marketing and digtribution skills.

Uganda hardly exports any shoes, but Kenya exports shoes to Uganda. Sometimes Rwandans
would buy shoesin Kampaa. Kenya, Tanzania and Uganda are planning to form a customs
union.

Bank loans can be obtained from commercial banks, but the interest rate is about 20% per
year.

3.3.19. MINISTRY OF AGRICULTURE, ANIMAL INDUSTRY AND FISHERIES

Dr. M. Fabius Byaruhanga, Minister of State for Fisheries, said that during the duration of the
UNIDO projects drastic changes in government policy took place, such asthe decentrdization
of the adminigtration. When the digtricts were charged with new respongihilities, they had many
other concerns and paid less attention to the leather sector. The liberdization of markets and
the fact that the traders do not reward better grades affected the cooperatives in the villages
and findly destroyed most of them. For that reason H& S would not be graded any more. On
the other hand, the liberalization of imports for second-hand shoes created competition for
local shoemakers.

The Minigter said that the ADC/UNIDO program had an impact on the Ugandan lesther
sector and that it had resulted in an improvement of the quantity and quaity of hides, because
fewer hides are being damaged due to unprofessiona trestment after daughtering. The Minister
added that there was dill aneed for training a the farm leve.

Some years ago the Uganda Development Bank had a program for supplying investment loans
to MSEs. This program was stopped when too many clients went into default. GOU does not
have any fund for MSE/SME support.

The Minigter stressed that now GOU had redized the importance of the leather industry for
Uganda. A new tax has been introduced on imported second- hand shoes and clothes. He
mentioned aso the new 15% export levy on raw H& S, but said he had no information to what
extent this levy had impacted the quantities exported since. The gatigtics are done only once a
year.

3.3.20. MINISTRY OF FINANCE, PLANNING AND ECONOMIC DEVELOPMENT

Mr. L.K. Kiiza, Commissioner Tax Palicy, received the Evauation Team and explained that
the current tax policy would be sustained. He confirmed efforts to harmonize fisca policies
between Uganda, Kenya and Tanzania. For the mogt items, he said, the import tax on raw
materiads has been abolished. MOF is aso willing to discuss the remova of import tax on
accessories and certain tanning chemicas. UMA will give aligt of these substancesto MOF.

3.3.21. MINISTRY OF TOURISM, TRADE AND INDUSTRY

Dr. Richard B. Nduhuura, Minister of State for Industry and Technology, thanked the Austrian
Government and UNIDO for the two projects. He feels that the quality of the products has
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improved due to better processing technology. He aso thinks that the TCFC isa big
achievement, enhanced by the bilateral project with Ecotec.

The Minister mentioned the recently introduced export levy on raw H& S and added that this
should encourage vaue adding in the country. However, he finds that not enough modern
machines and technology were available in Uganda. He said that the bicycle factory was
importing leether for the seats from India, where Uganda is exporting H& S, because the locdl
supply of finished legther in Uganda would not suffice.

Dr. Nduhuura asked Ms. Robinah Sabano, who isMTTI’s Assstant Commissioner for
Industry & Technology, to comment on the shortcomings of the projects. She mentioned that
the TCFC was in the capitd, but many entrepreneurs were far from Kampaa and had no
access to the training program. The TCFC has avan for going to placesin the country side, but
thisis not sufficient. She sees as a problem that ULAIA is not sustainable, dthough it has now
75 members. The reason may be that ULAIA could not build its capacity long enough, since
the project ended too early.

3.3.22. MINISTRY OF WATER, LANDS AND ENVIRONMENT

The Evauation Team visited the Directorate of Water Development of the Water Resources
Management Department and spoke with Ms. Florence G. Adongo

Assglant Commissoner Water Qudity and Mr. Mohammed Badaza, Water Regulation
Officer.

When asked about the different roles of NWSC and the Directorate of Water Development,
Ms. Adongo replied that the Directorate regulates NWSC and considers it as one of the
polluters. NWSC trests sawerage in its waste water treatment plants, but would not be able to
eliminate chrome, if it were in the sewerage. The Directorate of Water Development does not
have any trestment plants, but it has a laboratory that is equipped with an atomic absorption
spectrophotometer (AAS). Thereforeit is able to detect chromium in waste water. Ms.
Adongo did not have an opinion on whether the tannery industry should have separate effluent
standards.

3.3.23. NATIONAL ENVIRONMENTAL MANAGEMENT AUTHORITY (NEMA)

The Evauation Team talked with Mr. Arnold Ayazika Waiswa, Environmental Audits and
Monitoring Officer, Mr. Patrick Kamanda, Environmental Inspector, Ms. Lynda Biribonwa,
Environmenta Inspector and Monitoring Officer.

NEMA was established in 1995
and isthe lead agency for the
development of environmentd,
incdluding effluent, gandards. It
belongs to the Minisiry of Water,
Lands and Environment. NEMA
has the authority to examine
factories without prior notice and
to shut down polluting
productions. NEMA has 108
ingpectors in the whole country. It
- e does not have its own laboratory
NEMA Headquarters in Kampala and uses the Uganda Government
Chemigt and Andytica
Laboratories, which belong to the Ministry of Interna Affairs, the [aboratory of NWSC and
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the laboratory of the Directorate of Water Development of the Ministry of Water, Lands and
Environment. The closure of the BHS tannery in Mbarara was discussed. Since there was no
effluent treetment plant and the river Rwizi got heavily polluted, resulting in high values for
BOD, COD and chromium, NEMA closed the tannery in 1998. Before, the UNIDO project
had even offered money for building a treatment plant. However, the total estimated investment
would have been $100,000. After the closure, there was great concern about the
environmental standards for the tannery industry. UNIDO funded an environmenta study,
which was carried out by Markus Lechner of the Agriculturd University in Vienna (BOKU).
The study should determine whether to establish separate effluent stlandards for the tanneries.
In the end it turned out that NEMA'’ s waste water standards were not too stringert, but that
bad housekeeping and old technology caused the problems in the tanneriesin Uganda. NEMA
decided to maintain its nationd effluent standards of 1999 dso for the tanning sector. In July
1999 a study tour to Zimbabwe and South Africawas organized by the project. Participants
were Mr. Waiswa with two colleagues from NEMA, Mr. Mwebe and one person from
NWSC. They vidited 2 tanneriesin Zimbabwe and 2 tanneries in South Africa. These tanneries
were much more advanced than those in Uganda. After the study tour UNIDO and ULAIA
organized with NEMA aworkshop in Kampaa. About 20 participants from the lesther
industry attended.

The purpose of this workshop was to report about the findings of the study tour and to
convince the tannery operators that they were able to comply with the sandards.

The tannery in Masaka has large depodits of chrome waste in plagtic bags and dumps the
cuttings in a pit a the tannery Site, creating bad odor. Thereis, however, amechanica and
biologicd effluent trestment plant.

The Gomba fish skin tannery precipitates chrome and reuses it. The waste water is neutralized
and then conducted to the municipa waste water treatment plant.

Mogt daughterhouses are old and do not have any effluent trestment plants. NEMA inspects
them regularly and ingtructs them to improve housekeeping, inddl lagoons, etc., within a
timeframe. After the time has expired, NEMA checks again. However, this procedure is not
very effective, snce Ugandan law does not provide for economic sanctions. The only sanction
alowed isthe closure of the plant. This severe measure is only being taken in worst cases,
therefore the water management remains poor in generd.

3.3.24. NATIONAL WATER & SEWERAGE CORPORATION (NWSC)

Mr. Christofer Kanyesigye, Qudity Control Manager, explained to the Evauation Team that
NWSC was in charge of effluents that go into the public sewerage system. NWSC is not
obligated to accept waste water from afactory if the pretreatment is not adequate. If the
effluents are rgjected by NWSC, the factory has to comply with the nationa effluent sandards
as defined by NEMA.

NWSC is autonomous and has its own budget separate from the Ministry, dthough it is
affiliated with the Government. NWSC is responsible for water trestment and distribution, as
well asfor municipd effluent management. In Uganda, the consumption of water is metered
and not free of charge. In non-municipa areas the Directorate of Water Development takes
care of water supply and sewerage. Most water supply in Uganda is surface water.

NWSC hasit’sacentra laboratory and 15 other |aboratories in Uganda. The central
|aboratory analyzes 12 — 15 parameters of 3,000 samples per month. The central laboratory
employs 6 technicians and 4 chemists. NWSC has about 1,000 employeesin total.
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In contrast to NEMA’ s opinion, Mr. Kanyesigye thinks that tanneries should have separate
effluent sandards. He finds the nationa standards too stringent for them.

Solid waste is dso a problem in daughterhouses. It is usualy dumped close to the
daughterhouse instead on a designated dump sSite. For the management of solid waste the
municipdities are in charge.

3.3.25. UGANDA EXPORT PROMOTION BOARD

According to Ms. Florence Kata, Executive Director, and Mr. George Mpanga, Export
Officer, Uganda s trade imbaance with Kenyais 1:30. The Stuation between Ugandaand
South Africaissmilar. Ugandais aleader in exporting raw hides. Thisis unfortunate, because
the profit margin is much lower than for finished or semi-finished products. Therefore, the
Export Promotion Board prepared a study, based on which it recommends that after a grace
period of 2 years the exportation of raw hides be prohibited.

The leading exporters have been BHS and Kishita Y oung Farmers, which is much smdler. The
latter would need capital to reectivate its tannery in Kampaa. Kishita has stopped its own
exports and is now only supplying to BHS. Kishita operates one smdl daughterhousein
Kampda BHS s controlling more than 70% of dl exports of raw hides from Uganda. His
biggest customers are in Hong Kong.

3.3.26. EUROPEAN UNION —DELEGATION OF THE EUROPEAN
COMMISSION

Mr. Alain Joaris, Economic Counsdllor, received the Evauation Team. He told the team that
the European Union will support the private sector in Uganda with severd tens of millions of
Euros over the next five years. The European Investment Bank (EIB) is providing credit lines
for the private sector through Ugandan banks. The currently available total volumeis EUR 40
million.

The EU used to import alot of higher qudity leether from Uganda, but not any more. The
discrepancy between Ugandan export satistics and EU import gatistics is enormous,
according to Mr. Joaris.

He confirms that UNIDO'’ s Uganda I ntegrated Program has benefited entrepreneursin the
leather and textile sectors by teaching them new skills. Mr. Joaris aso suggested that BHS was
representing foreign invetors in Uganda, meaning that BHS is financing its business with money
from abroad, possbly from key customersin the Far East.

Mr. Joaris explained that in Uganda the average salary for skilled workers was about $300 per
month in the cities. Soldiers would earn $100 per month, police about $50. Referring to the
officid estimate of a$330 ayear per capita GDP, he pointed to the low income of rurd
farmers.,

12.3% of Uganda's GDP ($600 — 700 million) is being received from exile Ugandans, who
resdein South Africa, Canada, USA and UK.

The largest donors are the World Bank (with loans), DFID (UK) and the European
Commission (about EUR 100 million per year, grants only), EIB, DANIDA, the Netherlands,
and Irdland. The US had pledged $250 million, but thisis currently being revised and may
become much lower. Nevertheless, Ugandais USAID’ s largest program in Africa after
Nigeria
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3.3.27. ITALIAN EMBASSY

Mr. Gabride Di Muzio
Deputy Head of Mission

The Evaduation Team had a courtesy meeting with Mr. Di Muzio, because he participated on
15 January 1997 in Vienna a the presentation of main findings and conclusions of the in-depth
evauation of the Regiond Africa Leather and Footwear Industry Program.

Mr. Di Muzio is personaly known to one of the evauators, who knew that he had been
trandferred to the Italian Embassy in Kampaa The Team had heard about that the UNIDO
CTA had contacts with the Itdian Embassy severa years ago and wanted to have more
information on these meetings. Mr. Di Muzio confirmed that some embassy staff remembered
contacts with Mr. Felsner 3- 4 years ago, but he could not provide more details, because the
meetings took place prior to Mr. Di Muzio's arrival in Kampda, and most of the embassy staff
had changed since.
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4. THE PROGRAM CONCEPT AND DESIGN IN RETROSPECT

The program was developed in severa phases from the end of the 80ies. Firdt, two regiona programs,
encompassing severd countries in Eagt Africa, and then two nationa programs, specific for Uganda, were
designed and implemented.

All the programs had the financid support of the Government of Audtria. The last one was completed a the
beginning of 2000. All the programs have been very relevant for the leather sector, for the region and for
Uganda.

In their design the projects have addressed the problems facing the sector, but some economic and
associdtive particularities were not properly considered. This created some conflicts of interest among the
stakeholders and diverted the focus of the project from the primary target beneficiaries: the micro and smdll
entrepreneurs.

The Revolving Fund established by the first national project has helped some entrepreneurs to get some
equipment and repay the fund at a convenient interest rate.

However, the evauation team was not able to obtain, athough requested severd timesat UNIDO HQ and
in Uganda, the congtitution document and utilization agreement for the Revolving Fund and the present
datus of the fund. Therefore, it was not possible to ascertain:

The persons entitled to manage the Fund and to authorize expenditures
The legitimate usage purposes for the Fund

The sdlection criteriafor the beneficiaries (end-users of equipment)
The sdection criteriafor equipment

The current assets of the Fund,

ULAIA is not sgf-sugtainable and is usng the money of the Fund for its own activities. Since ULAIA does
not generate any sgnificant new income, it is depleting the Fund.

The TCFC is not completdy sustainable either. Presently it can cover about 70% of its expenses.
The project was declared operationally completed before it proved to be sustainable.

Ingtitution building projects require along-term follow up commitment by the donor and the nationa
inditutions'government to achieve sustainability and permanence in accomplishing their objectives.
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5. IMPACT OBTAINED AND NEEDS FOR FURTHER ASSISTANCE

5.1. Local priorities and needs

The Government of Uganda pursues an industrid policy amed at adding vaue to domestic resources.
Uganda has agood raw materia base for the leather industry, because of its large number of cattle, sheep
and goats. However, the quality of the raw materia should be improved.

Currently, Uganda s tanning capacity is very limited in both qudity and quantity. Therefore, the lesther
products industry, which is labor intensve and could employ many people, cannot buy enough domestic
leather. Mogt of the raw materid — in particular cattle hides— is exported in araw state without any
domestic vaue addition.

On the other hand, the import of second-hand shoes competes with the locally manufactured footwear.
This aggravates the difficulties of locd |eather entrepreneurs.

The chdlenge for developing the leather sector in Uganda is to creete a value adding chain in the country,
from raw materid dl the way to finished leather products.

5.2. Impact on target groups

The qudity of the raw materiad can be improved by spraying more animas againg ticks and not driving
through thorn brush, by flaying them properly and by preserving the raw hides and skins better. The
UNIDO legther program hasin part achieved improvement by educating farmers and flayers, building
daughter houses, buying hide pullers and other measures. In particular, it has changed the preservation
method of raw hides very successfully from drying to sdting. Another remarkable success was the training
program for manufacturers of |esther products.

However, this promising gpproach reached its limits for different reasons. The better quality of raw hides
has benefited primarily the wealthy export traders, who sdll the raw hides to the Far East. The traders do
not pay more for the better raw materid, but they get a better price from their customers. Sncethereisa
worldwide deficit of raw hides and many countries restrict or prohibit the export, most of Uganda's
production is being purchased by foreign buyers. The locd tanneries cannot get as much raw materid as
they would want. Over the years, this Stuation has led to the closure of most tanneries in the country and
now only two are left, plus athird tannery for fish skins. These two tanneries produce wet blue hides and
skins and sdll them mainly to Italy. European tanneries prefer buying the wet blue materid, because they do
not like the firg tanning stage, which involves chromium chemistry and is environmentaly difficult.
However, they prefer to do the other tanning and finishing stepsin Europe to ensure better qudity of the
leather.

In both instances — export of raw and wet blue hides — most of the vaue is being added outside of Uganda.
This stuation would change if Uganda would further restrict and ultimately phase out the export of raw and,
at alater stage, of wet blue hides. Many of the competitor countries have done this aready with good
results for the tanning and leether products industries.

It isimportant to understand that such progress can only be achieved by the GOU and not by donor
programs. The traders and tanners are financidly well established and do not need support from donors.
They need adifferent set of incentives. Even the training of flayersin the big daughterhouses does not need
donor support: 8 of Uganda' s largest daughterhouses belong to the country’ s biggest trader, who also
owns tanneries in Uganda and neighboring countries. If he fedsthat it is more profitable to add the vauein
Uganda rather than abroad, he will do so.

However, it hasto be said that the mgority of animas are not daughtered in big daughterhouses and that
the training of flayersin the countryside has had a positive impact on the sector.
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5.3. Impact on capacity building

The TCFC' straining and equipment leasing program has had ared impact on the over 200 entrepreneurs,
who have participated. They have built their businesses and, in some cases, employed and trained others.
These businesses are sustainable, which is more important than the degree of sustainability of the TCFC
itA=f.

An extendion of this program to more parts of the country would reach the right target beneficiaries (micro-
and smdll entrepreneurs) directly and significantly contribute to promotion of entrepreneurid spirit and
poverty eradication.

The GOU should support such program by maintaining balanced import taxes on second- hand shoes and
diminating import levies for accessories required for manufacturing of leather and leather products, which
are not available in Uganda.
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6. SUSTAINABILITY

Sugtainability is defined by UNDP: as “the durability of positive program or project results after the
termination of the technica cooperation channeled through that program or project.”

DAC (Development Assstance Committeer) defines sustainability as “the continuation of benefits from a
development intervention after mgjor devel opment assstance has been completed” or as “the probability of
continued long-term benefits.”

UNIDO’ s3 definition for sustainability is “the cgpability of the client to maintain and further develop the
outputs and the outcomes produced with the support of the program and/or to adjust them in order to
ensure continued benefit to the target beneficiaries.”

Though express in different words, the concept is the same: the continuation of the achievements of the
assistance with own resources.

6.1. Sustainability of institutions

The complete sustainability of inditutions like ULAIA and TCFC cannot easily be reached during the
development stage of a sector. The reason is that the target beneficiaries, who are supposed to support the
ingitutions, have no spare money in the initid phase. Neverthdess, partid sustainability can and should be
achieved. TCFC has managed to become to 70% sustainable and reached, at times when the leather

bus ness was booming, even 90%. The main revenue sources have been manufacturing training, equipment
leasing and sales of raw materia and accessories to the shoemakers and producers of leather goods. A
smdler part of income has come aso from sdling finished leather products.

An indugtrid association such as ULAIA hasto sdl avariety of services to its congtituents and to donors,
which can include training courses, trade promotion and lobbying. The latter is difficult to do if the
association is representing enterprises with conflicting interests, such as tanners, traders and small
manufacturers. It is better to cater to only one group of enterprises and win their trust and support.

6.2. Sustainability of developed capabilities in industrial leather sector

The developed capahiilities of trained leather products manufacturers are being sustained by ther very own
business interests. The financia success of these entrepreneurs has dready incited others to follow their
example.

The better preservation of hidesis another sustainable impact of the UNIDO projects. Now over 90% of
hides are being sdted, as compared to less than 5% before the program. The reason isthat improperly
preserved hides and skinshave no vaue a al.

The developed capabilities of flayers will be sustainaole if the flayers can earn more money by being more
careful and dower than by being faster and less careful. Currently, thisis not aways the case: the main
product of a daughterhouse is the mest, and the butchers want to get their meet as early morning as
possible to the market. In the villages, where not so many animds are daughtered, time is not such a
priority. If policy measures can bring about that tanneries will pay more for better hides, better flaying will
pay off. In the daughterhouses, which are owned by traders, thisissue is salf-regulating by the interest of
the owner.

1 Result-oriented Monitoring and Evaluation, UNDP, New Y ork, 1997
2 Glossary of Key Termsin Evaluation and Results Based Management, DAC Working Party on Eval uation, OECD 2002
3 Guidelines for the Evaluation of Projects and Programs, UNIDO, Vienna 2002
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7. CONCLUSIONS

7.1.

7.2

Institutional Component ULAIA

ULAIA was founded to support the enterprises of the Ugandan legther industry in multiple
ways and to promote their collective interests with regard to the GOU and its agencies, as well
as suppliers and markets.

The origind ideawasto raise the quality leve for the whole leather sector, starting with the
farming of cattle (by spraying the animas againg ticks not driving them though thorn brushes,
earmarking rather them branding them), continuing with improved daughtering (using specid
knives and hide pullersfor flaying without cutting into the H& S), going further to better
preservation (sdting ingtead of drying the H& S), better tanning and finishing of the lesther and
ending with better manufacturing lesther products by training shoemakers and leather goods
producers.

The late Mr. Becheter, former Managing Director of Bata Shoes Uganda and Chairman of
ULAIA, who was very well respected by dl parties and unfortunately died in a plane accident
in West Africa, had tried to balance the interests of the different stakeholdersin the sector and
to mediate between traders, tanners and leather products manufacturers.

However, the leather market is subject to fluctuations and the Stuation in Uganda has changed
over the last years. When the international demand for raw materid grew it became more
profitable to export unprocessed H& S. Many other countries had prohibited such exports and
Uganda became a mgjor supplier with amarket share of 10% in the year 2000. This Situation
led to the closure of some tanneries in the country and to a concentration among the traders,
the largest of which became nearly a monopolist and also acquired most of Uganda s larger
daughterhouses.

The congdtituents of ULAIA are cattle traders, butchers, H& S collectors, H& S traders,
tanneries, and manufacturers of footwear and leather goods. The interests of the congtituent
groups diverge in some important aspects. Traders are interested in levy free exports of raw
H& S, while tanneries benefit from export restriction of those, ance they are competing with the
tradersfor this raw materia. This ambiguity weskens ULAIA’sfacility as a powerful
representative of any congtituent group and is reflected by the reluctance of many condtituents
to pay the dready very low membership fees. Some magor enterprises even chose not to
become members of ULAIA. On the other hand, some ULAIA members are a'so members of
UMA or USSIA and have to pay membership fees to these organizations aswell. ULAIA’s
main source of income, arevolving fund introduced by the Program, presently covers the
expenses of the association. Lacking other major sources of income, ULAIA isgradualy
depleting this fund and is therefore financidly not sustainable. ULAIA was not aole to present
any document to the Evauation Mission that regulates the management of the fund. Research at
UNIDO HQ did not produce any evidence about the existence of afund utilization agreement.
The UNIDO Project Manager does not know if there ever was such an agreement. Therefore,
the Evduation Team could not verify whether the fund has been used as origindly intended.

Hides and Skins Component

The Program has made efforts on severd levelsto improve the qudity of the raw materid:
earmarking the cattle rather than branding it, training in flaying and hide pulling, and sdting the
hides rather than drying them. The sdting has had the most Sgnificant and lagting impact. Now
over 90% of hides are preserved by sdting, as compared to less than 5% before the
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implementation of the program. As confirmed by dl parties interviewed, this has significantly
improved the quality of the raw material. However, traders and one tannery till buy in bulk for
aflat rate regardiess of the grade quality.

Therefore, the aready wedthy exporters of raw hides benefit most of these improvements,
because they get now larger quantities of hidesin better qualities. This increases both their sdes
volume and profit, because the hides are usually exported in grades (at least sorted in TR and
grade 4).

The tanneries compete with the traders for the raw material and also benefit from the better
quality, abeit they can purchase only much smaller quantities. Mogt of the tanneries
production is wet blue hides and skins, which are sold mainly to Italy. The owners of the
tanneries are dso wedthy individuals and transnationa corporations.

The smallest part of the benefit of the leasther program’ s achievements goes to the micro- and
smdll entrepreneurs, who manufacture lesther products. They buy lesser qudities and smdler
pieces, snce they are not making furniture or upholstery for cars. Currently, their only lesther
source in Ugandais LIU in Jnja, since TALIU in Masaka has no working finishing line and
makes only wet blue H& S for export.
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The gray arrows in the flowchart above symbolize the flow of goods. The red arrows show the
streams of money. It is evident that the traders make most of the money and pay much lessto
the producers of the raw material. Certain traders own aso daughterhouses, which puts them

in avery powerful purchasing postion.
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Would GOU follow the example of other countriesin the region and restrict the export of raw
H& S, more raw materid would flow to the tanneries. This would encourage the tanneries to
increase their production. Naturdly, they would predominantly manufacture more wet blue

H& Sfor export. If GOU would later dso restrict the export of wet blue H& S, the tanneries
would produce more finished leather, and the supply to the leather products manufacturers
would grow. Eventudly, with further improvement of their skills and an improving infrastructure
of suppliers of accessories, they could even start manufacturing leather products for export.
This would mean that the addition of vaue to the raw materia would occur in Uganda, which is
amost not the case today.

Tannery Component

The few indudtrid tanneries in Uganda use chrome tanning. However, some micro- and smdll
entrepreneurs are doing vegetable tanning on asmdl scde. In generd, the markets for chrome
tanned leather and vegetable tanned legther are different.

V egetable tanning produces relatively dense legther, one that isfirm and solid and yields a high
weight of leather per unit of raw stock. It aso produces alegther that is pale brown in color,
and which tends to darken upon exposure to naturd light. Depending upon the finishing
trestment employed, the tanning materia washes out of the leather very dowly.

V egetable tannages are used to produce bookbinding leather not only because of tradition, but
because they produce legthers having a soft drape and handle (in addition to their firmness),
which retain gpplied grain patterns particularly well. In Uganda, vegetable tanned leather isdso
used for manufacturing bicycle saddles.

Unless specifically treated vegetable tanned leathers have but little water res stance.

Chrome tanning was invented in 1858. The leather is produced by treating skins with basic
chromium sulfate (Cr(OH)SO, ). The most widely used chemicd in chrome tanning is sodium
dichromate (NaCr70;), from which chromium sulfate is produced.

Chrome-tanned leather is blue-green and tends to be softer and more eastic than vegetable-
tanned leather, and it is very stable in water. Unlike vegetable-tanned H& S, chrome-tanned
leather can withstand boiling water and has a shrinkage temperature higher at timesthan
100°C. It does not resist perspiration or organic acids well, but is otherwise very durable,

Currently only three tanneries are working in Uganda
Leather Industries Uganda (L1U) in Jinja

This tannery belongs to the Aga Kjan Group (Industrial Promaotion Services). LIU has resumed
its production afew months ago after having stopped manufacturing in June 2001. It
manufactures wet blue H& S for export, amounting to 90% of tota sdes, as well as some crust
and finished legther for the domestic market.

Tannery and Leather Improvement Ltd. (TALIU) in Masaka

Mr. Felsner, former UNIDO CTA, was very actively helping the ownersto establish this
enterprise dready in the late 1990-ies. However, the tannery in Masaka has sarted
manufacturing only in June 2002 and is producing only wet blue H& S for export. Most of the
equipment is over 15 years old Italian machinery, which had never been used before. It was
taken over from another tannery, which went into bankruptcy prior to ingtaling the machines.
TALIU has no complete finishing line for leather and therefore does not make any crust or
finished legther a thistime.
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Gomba Fishing Industriesin Jinja

This tannery must be considered separately because of the different raw materid. It was
founded in the context of the leather program to a great part by initiative of the former UNIDO
CTA. The concept was to sdl fish leather as a subgtitute for the more expensve leather of
reptiles. Gomba tans about 1,000 fish skins per day but cannot sdll its products, due to
incompetent marketing and too high prices.

BHSTannery in Masaka

Thistannery is ot operating at thistime, because it was shut down under pressure of NEMA.
It did not have an effluent trestment plant and discharged chromium containing waste water into
the river. Confronted with the dternative either to invest about $100,000 into effluent trestment
or closing the tannery, BHS decided for the latter option. BHS isthe largest export trader of
raw H& S in Uganda and aso the mgority owner of Kenya s largest tannery. Therefore, it did
not find it profitable to make this investment in Masaka.

Uganda s H& S tanners complain that they cannot get enough raw materid because of the
competition of the traders, who export the raw materia to tanneries abroad. GOU has
introduced in July 2002 a 15% export duty on raw H& S, which incited LI1U to resume the
production. Severa East African countries have banned during the last decade the export of
raw H& S and some countries aso restrict the export of wet blue hides.

Environmental Component

NEMA has cooperated with ULAIA to improve the environmenta management of tanneries
and daughterhouses. This effort was supported by UNIDO in the framework of the leather
program. Mr. Markus Lechner, who worked then at the Agricultura Univerdty in Vienna, was
hired as a consultant for sudying the environmental standards and helping design effluent
trestment plants for tanneries.

UNIDO aso organized a study tour for NEMA and ULAIA membersto study standards and
methods for effluent trestment in South Africaand Zimbabwe. As areault, the three working
tanneries have effluent treatment plants and apparently comply with the nationa standards. The
chromium is precipitated and stored or buried in plagtic bags. The tannery in Mbararadid not
ingtdl atreatment plant and was closed in 1998. Mogt abattoirs are old and do not have any
effluent treatment. The misson interviewed NEMA and tannery operators and finds that there
should not be different effluent standards for tanneries than for other indudtries.

The potentid for energy saving through the ingtdlation of a solar powered hot water supply to
reduce the consumption of furnace oil and eectricity was sudied at the tannery in Jnja. The
report was presented to the tannery but the proposal was considered not favorable in terms of
the cost/benefit ratio.

For the future, the tanneries should congder recycling the chromium and reusing it fully or at
least partially. Chromium recycling in tanneries has been a common practice a least snce the
1980-ies. Newer research has resulted in methods for tota chromium recycling (TCR).



Evaluation Report UNIDO Projects USUGA/92/200, US'UGA/96/300, October 26, 2002, Page 60

Total Chromium Liquor Recycling: Single Stage Flash Evaporator
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In practice dl chromium containing liquors are firg collected to Clarifier 1 to remove fats,
greases and solids. The liquor is then directly fed to the input of the Flash Evaporator.
Concentrated liquor is collected in Clarifier 2 to dlow remova of precipitated sats. The
condensate from the evaporator is aso collected for use elsewhere in the process. The
concentrated chromium liquor is then recondituted for use in pickling and tanning in the same
manner as the direct liquor recycling process of Davis and Scroggie. The TCR processis
however asubgtantialy closed system with only fats, greases and particulate solids requiring
disposd. Virtualy dl chromium and other salts are conserved thereby reducing the demand on
trestment plant and reducing the tota tannery effluent loading.

The method recommended by Davis and Scroggie involves use of the spent chrome liquor asa
bassfor preparation of the pickle liquor for the following pack of hides. Before presentation to
the delimed/bated hide, the spent liquor is recongtituted by addition of the full amount of acid
normaly used in pickling together with a reduced amount (normaly ca. 75 per cent) of the
normal masking agent and alow leve of sdt if necessary. After thefirgt cycle (i.e. anormd
tanning run), it is not necessary to add neutrd salt to the liquor provided certain conditions are
observed.
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The delimed/bated hide is pickled with the recongtituted liquor for the desired time, after which
the calculated decreased amount (normally ca. 75 per cent) or the chrome reagent is added
directly to the pickle float to give the usud total chrome offer. For basification (where
necessary), the amount of base is again decreased in proportion to the decrease in the amount
of chrome reagent added. It is an important principle of this method that, by addition of the
pickle acid before presentation of the recycled chrome liquor to the delimed/bated hide, the
low pH (ca 1) prevents excessive chrome binding to the outer layers of the hide asthe acid
penetrates ahead of the chromium complexes; the faster penetration of acid isillugrated in this
system by the dight temporary swelling of the hide which can occur early in the pickling stage.

Leather Products Component

All persons interviewed confirmed that the TCFC has been very effective in training smdl
entrepreneurs in manufacturing footwear and leather goods. ULAIA has established TCFC in
1997 under UNIDO Project USUGA/200. Since then not only 163 men and 42 women have
received specidized training, but the TCFC' s workshop and its machinery have been used
ever snce by the trained entrepreneurs for manufacturing their products. Most entrepreneurs
do not have the resources for buying their own machines and tools at start-up.

Till the end of 2001 the Austrian firm Ecotec provided technica support and machinery under
a separate bilaterd Audtrian funded cooperation project. This contribution was very hdpful and
enhanced the impact of TCFC's activities Sgnificantly. The very active engagement of Mr.
Daxbacher, who was the resident Ecotec consultant for severd years, was insrumentd for the
success of this effort.

The TCFC has reached the limit of its training and production capacity and cannot satisfy the
increased production need of the entrepreneurs and the demand for more training. The good
results of the Program have created high expectation and demand throughout the country.
Some entrepreneurs and trainees have traveled regularly hundreds of kilometers from their
home towns to use the TCFC' sfacilities.

If there were more TCFC facilitiesin the country, the capacity building impact of the program
could be multiplied. Also, if the TCFC would offer part-time training courses, many women,
who need more time with their families and cannot atend a full-time training course, could
participate and became entrepreneurs.

Some entrepreneurs, who are manufacturing leather products other than shoes, have suggested
to build a separate TCFC for leather goods or to expand the existing facility.
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8. RECOMMENDATIONS

8.1. Recommendations to ULAIA/TCFC

a) ULAIA should reconsder its membership policy and exclude export traders of raw materid
from its congtituency. It is hard to see, how the exporters of H& S, who earn their income by
sdling the raw materid to the leather industries of other countries, could aso represent the
interests of the Ugandan lesther industry, which is competing for the same raw materid.

b) ULAIA should expand the services to its members, such as training programs and
equipment leasing in cooperation with TCFC and introduce or enhance other services, such as
cluster purchasing and marketing, organization of trade shows and participation in internationd
fairs, technical and business consulting, training in sdes and marketing. The association should
prepare a sufficient number of brochures that lists these services and explains thair benefits and
aso post thisinformation on aULAIA website. Some of these services should be offered for a
chargein order to keep membership fees affordable. ULAIA should aso consider cooperating
with other organizations, e.g., USSIA and UMA, in providing such services,

¢) ULAIA, together with GOU and donor organizations, should explore opportunities to make
micro-credits up to USD 3,000 for tools and machinery available to footwear and leather
goods manufacturers. Currently, there are loans available in Uganda, but most of them are
short-term high interest loans. They are suited for financing goods purchasing for trading, but
not for cagpital investment in machinery. The banking infrastructure in Ugandais till not
adequate, and GTZ isrunning a program to improve it. Even for entrepreneurs, who can offer
acollaterd, it is not dways easy to get aloan.

d) ULAIA should improve its financia management and record keeping. The Evauation
Mission noticed that the last audit report was not Sgned by the auditors. The Team had aso
difficulties to andlyze the current status of the fund. Since afund utilization agreement was not
found and the ULAIA management could not remember if one existed, it was not possible to
verify the legitimacy and gppropriateness of expenses.

€) ULAIA should publish adirectory of leather products manufacturersin the country. Such a
directory does not exist now. Many ULAIA members, along with others, who have an interest
in the Ugandan leather products industry, are potentid buyers of a manufacturers: directory.

f) Enlarging the premises of TCFC, acquiring more machines, and establishing some
subsdiaries would dlow the entrepreneurs to expand their production and reduce the waiting
time when others are using the same machine. At thistime, the TCFC has reached its capacity,
gnce the same machines are used in training and, at increasing frequency, for regular
production.

g) Because of the high gpped of the training and equipment leasing programs to potentia
entrepreneurs in other parts of Uganda, regional TCFCs should beingdled in Lirafor the
north, in Masaka for the south, in Mbarare for the west and in Mbale for the east of the
country. Thiswill bring this successful program component to more target beneficiaries.
Currently, many entrepreneurs have to travel once aweek severa hundred kilometersto
Kampda

h) TCFC should hold aso training courses on haf-day bas's for women, who need more time
with their families. This would help more women to become entrepreneurs.
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i) Asrecommended by former Ecotec consultant, TCFC should buy molds for soles of
children's, safety and uniform shoes. These items would improve the competitiveness of the
shoemakers in amarket segment, which depends less on fashion changes. TCFC should adso
purchase a stamping machine for putting their Crane trademark on the shoes.

Recommendations to GOU

a) The recommendations of the Evduation Misson to GOU are founded on the information
received from MTTI that GOU wants to eradicate poverty and creste employment by
supporting M SEs and devel oping manufacturing based on vaue addition to domestic
resources.

b) The UNIDO Program has congderably impacted the manufacturing capacities of micro-
entrepreneurs in the leather sector. To consolidate thisimpact, the Evauation Misson
recommends that GOU should pursue a medium term strategy to create aleve playing fied for
shoemakers by appropriately raisng import levies on second-hand shoes and cheap synthetic
shoes.

¢) GOU should follow the Strategy of other leather producing countries and phase out the
export of raw H& S over aperiod of 3 - 5 years. This would encourage augmenting tannery
cagpacities as aresult of increased availability of raw materid. While in generd the removal of
trade barriers has helped the development of many countries, it isimportant to create equa
opportunities in the context of existing trade regulationsin the region. An immediate prohibition
of exports of raw H& Sis not advisable, because it takes some time to build adequate tannery
capacities.

d) GOU should consider the establishment of a state fund for SME support in order to provide
collateral guarantees for investment loans. In some transition countries governments have
successfully ingtaled such afund and accelerated SME development, which helped to create
employment and a broader middle class. Other governments have cooperated with donors and
NGOs to establish an SME support fund for investments.

€) GOU should take steps to harmonize its trade and taxation policies with the other countries
intheregion in order to avoid market distortion between neighboring countries.

f) GOU should take efforts to enforce its laws and regulations and control that exported and
imported merchandise is declared correctly. For example, GOU should make sure that raw
hides are not being exported as wet blue hides or that Ugandan raw hides are not being
declared as Rwandan hides, e.g., thus evading the export levy.

g) GOU should modernize its environmenta legidation. In particular, it should introduce
financid pendtiesfor polluters. At thistime, NEMA can only shut down polluting productions
atogether. It isnot possible to impose fines. Since a complete closure is often too harsh a
measure or would have severe consegquences for the economy and the employment Situation of
acommunity, polluters remain unpunished in most cases.

GOU should dso strongly encourage chromium recyding in tanneries.

Recommendations to UNIDO

a) When afund in cash or kind is established in the framework of a project UNIDO should
sgn afund utilization agreement with the beneficiaries or trustee of the fund. This agreement
should specify the

L egitimate scope for usage of the fund
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Persons entitled to make disbursements

Sdlection criteriafor third party beneficiaries

Sdlection and cost assessment criteriafor goods and services paid with the fund
Auditing requirements

Supervisors of the fund and reporting requirements

A revolving fund is agood instrument for supporting micro-, smal and medium enterprisesin
trangtion economies. It can aso financialy support the adminigtrating organization. However, if
S0 defined, the fund should redlly revolve, which means that the cash flow from repayments
should be used for new loan disbursements. The adminigtrating organization (ULAIA, in the
subject case) should not end up as the main beneficiary of the fund. This does not mean that it
cannot derive any income from the fund. It could charge a percentage of each loan or
additiond interest on repayment ingdlments for the fund adminigration.

b) By puitting cattle traders/butchers, tanners and leather product manufacturers asimmediate
target beneficiaries in one group, the Project design overlooked the conflicting interests among
them. The improvement of H& S quality benefited most the wedthy exporters of rawv H& S,
who are dill purchasing the materia in bulk for alow price, but can sdl the better grades
abroad for ahigher price. It dso serves the two tanneries, which can produce wet blue H& S
for export in a better quality. However, the mgjor stakeholders of these tanneries are TNCs
and locd paliticians. The micro-entrepreneurs, who manufacture lesther products, have the
least benefit of the improvement, because they are using smaller pieces and often lower leather
qualities.

Therefore, should the donor decide to give further support to the lesther program, the
assistance should be oriented mainly to the micro and small entrepreneurs. This could be done
by strengthening and reorienting the activities of TCFC in other towns of the country.
Particularly, the focus should be on the training of micro and smal entrepreneurs and
specificdly for women in the leather goods sector.

It should be further studied, if MSES, doing certain types of vegetable tanning, deserve the
program’ s support, even though vegetable tanning is clearly not alarge-scde dternative to
chrome tanning.

The objective should be to produce added va ue to the goods localy manufactured, utilizing the
hides and skins collected in the country and which are not in the top grade qudity.

¢) The desgn of future projects should identify the target beneficiaries and their needs based on
more detailed economic analyss of the industry and its stakeholdersin a country. If policy
changes are required to ensure success, UNIDO should ins gt that these changes be made
prior to the project.

d) The Project Document should stipulate more precise indicators for measuring the
performance and results of a project.

€) Findly, it should be remembered that dl reports and other documents ought to be dated.
The Evduation Team came across some Termind and Find Reports prepared for the
Program, in which no date was indicated.

Recommendations to ADC

a) According to the opinion of al persons interviewed, including target beneficiaries,
representatives of GOU, ADC, UNIDO, ULAIA, USSIA, and even traders and tanners, the
TCFC and its activities have been very successful in professond training and building
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capacitiesin the leather sector. Moreover, the function of the center in clustering some services
is very important for the entrepreneurs and hdpful for the sustainability of the center itsdf. The
Evauation Team concludes that the TCFC has been the most successful component of the
leather program and aso the component with the highest degree of sustainability. Besides, the
investment in TCFC training activities, tools and machinery has directly reached the target
beneficiaries, anong which are many femde entrepreneurs. Most of the trainees have built ther
own businesses, in Kampaa and in other parts of Uganda, and some have employed and
trained their own gaff. The sustainability of these businessesis a very important positive impact
of the donor’ sinvestment — even more important than the sustainability of the organizations,
which have helped accomplish thistarget (ULAIA, TCFC). It isapromising contribution to
employment creetion and poverty eradication.

Therefore, the Eva uation Team recommends not only continuing to support the TCFC, but
expanding its scope of activities, its facilities and extending the TCFC scheme to other parts of
the country. More machines should be purchased to enable more entrepreneurs to lease them.
The establishment of a separate TCFC for leather goods should be considered. Regiona
TCFCs should be ingtdled in Lirafor the north, in Masaka for the south, in Mbarare for the
west and in Mbale for the east of the country. Additiona training courses for sdes &
marketing, business planning, accounting and related skills should be introduced.

The positive impact of the assstance provided by Ecotec and Mr. Daxbacher to TCFC has
been acknowledged and commended by every person interviewed. Therefore, it is
recommended to consder further involvement of this company and/or Mr. Daxbacher, if anew
phase of assstance should be approved.

b) The Evaduation Team recommends limiting any support to wedlthy entrepreneurs and
transnationa corporations, which operate tanneries, trading houses or other large enterprises,
to certain types of technica assistance, which isin the broader interest of the society, such as
environmental management consulting or vocationd training.

¢) The Evauation Team suggests that the donor, together with the executing agency, carefully
dipulate the usage conditions for any type of project fundsthat are trandferred to atrustee
organization, such as arevolving fund.

d) Any project assessment should be done by at least two independent eva uators and not by
persons involved in the design or implementation of the project. This excludes explicitly from an
evauation assgnment staff members or consultants of the donor organization, the executing
agency, or the government of the beneficiary country, if these persons participated in any
capacity in the project.

€) Asdiscussed on 24 October, 2002, after the presentation of the results of the evaluation
mission, it is recommended that for the case of anew project phase amid term joint and
independent in-depth evaluation be stipulated in the Project Document.
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9. LESSONSLEARNED

Lessons learned are generalizations, positive or negative, based on evaluation experiences with
projects and programs. The lessons are derived from the evaluation and abstract from specific
circumstances to broader situations.

Frequently the lessons highlight strengths or weaknesses in formulation, design and implementation
that can affect performance and results. Therefore, the lessons can be retained for improving the
quality and effectiveness of the assistance in the future.

The Evauation Team derived the following lessons from its mission:

The designers of a project should take into account the complex socioeconomic and palitical
ramifications for al stakeholdersin a sector, and not only consder the technical component. Based on
such analyss, they should assessif the target beneficiaries need financid assstance, and if the donor’s
investment would redly reach the target beneficiaries. If collatera measures are required to ensure this,
such as changesin fiscd or other policies, the donor or the executing agency should discuss with the
beneficiary government, whether such measures can be taken, before findizing the project document.

A training center for small entrepreneurs should offer, dong with the training in technicd kills,
some training in marketing, business development and cogt andyss.

Ingtitution building projects require long term commitment by the government of the recipient
country and by the aid donor to achieve sustainability and permanence in accomplishing their
objectives.

Extensons services for training of micro and smal scale manufacturers need continuing support
from the Government, from sectord ingtitutions or from a donor. Full financid sdlf-sugtainability can
normally not be reached at the stage of sector development.

When adonor or the implementing agency of a project transfers afund in cash or kind to a
beneficiary organization, it should sign with this organization afund utilization agreement. This
agreement should specify the

L egitimate scope for usage of the fund

Persons entitled to make disbursements

Sdection criteriafor third party beneficiaries

Selection and cost assessment criteriafor goods and services paid with the fund
Auditing requirements

O O O O o o

Supervisors of the fund and reporting requirements

Private financia involvement of government officials and trade monopolies of wedthy influentia
entrepreneurs in the target sector can severely impair the impact of a project and its reach to intended
beneficiaries.

Fisca measures, such asimport and export levies, should be harmonized with policies of the
main competitor countries and adapted to the devel opment stage of the sector in the country. While
free trade has clearly benefited most devel oping countries, the phasing out of trade barriers hasto be
timed sensibly and in accordance with other countries. In the case of market distortion by dumping or
unfair competition, introducing levies or trading restrictions for certain goods may help to create aleve
playing field. On the other hand, abolishing taxes on the importation of raw materials and accessories
will help the locd industry compete with imports of finished good.
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It isa dandard rule that persons involved in the formulation, design or monitoring of a project
should not be evauators of the same project they conducted. This directive is not dways being strictly
followed, which then leads to a conflict of interest and loss of objectivity. Therefore, it isimperative that
the stakeholders select ateam of at least two independent evauators, who have no prior involvement
whatsoever with the project.
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ANNEX | - TERMSOF REFERENCE FOR THE EX-POST EVALUATION

In-depth evauation of

UNIDO PROGRAMS FUNDED BY AUSTRIA
TO STRENGTHEN THE LEATHER SECTOR IN UGANDA
US/UGA/92/200, USUGA/96/300
TERMS OF REFERENCE
(asof 17th July, 2002)
1 THE PROJECTS

UNIDO support to the leather sector in UGANDA constituted a part of the UNIDO regiona program to
support leather and footwear industry in Southern and Eastern Africa. In the 1990s, the leather and
footwear industry in Uganda was supported primarily by two UNIDO projects funded by the Government
of Audria

- UGA/92/200: Nationa Africa Leather and Footwear Industry Scheme (1993-96)
total expenditures (excluding support costs) USD 842,311,-

- US/UGA/96/300: Integrated Program Assistance to Strengthen the Leather Products Industry in Uganda
(1997-99)

total expenditures (excluding support costs) USD 742,684,-

The leather sector in Uganda benefited to some extent aso from the UNIDO regiond project
RAF/92/200, covering eight countries of Southern and Eastern Africa, including Uganda. The regiond
project amounted to USD 5.4 mio. It was co-funded by the Government of Austriain the amount of USD
775,329.

In the course of the 1990s, the leather sector in Uganda was supported also by UNIDO projects
USUGA/98/C06 and XA/UGA/98/C17 (US$122,666 in tota) and support continues within the on-going
Integrated Program (US/UGA/00/B64, budget US$90,602 and XA/UGA/0L/631 + Y A/UGA/0L/424,
(US$95,000).

Outside of the multilateral system, Austriafunded abilaterd training project in the leather and footwear
sector in Uganda (through Ecotec, an Austrian private company) that cooperated closdy with the UNIDO
projects.

The two main national projects US'UGA/92/200 and US/UGA/96/300 were executed by UNIDO and
implemented in close co-operation with the Ministry of Tourism, Trade and Industry (MTTI), Ministry of
Agriculture, Anima Industries and Fisheries (MAAIF) and — once established in 1994 - the Uganda
Leether and Allied Industries Association (ULAIA). Implementation of the second project was supported
inthefidd by a Chief Technica Advisor (CTA) and monitored by a Steering Committee which, in addition
to the above stakeholders, included aso the Austrian Regiond Bureau for Devel opment Cooperation.

Both nationa projects addressed problems of and provided support to dl three vertically-linked sub-
sectors: hides and skins, tanneries and leather products. Farmers and butchers were assisted in increasing
the quality of hides and skins, tanneries were supported both in upgrading production technology and
waste management, whereas support to small entrepreneurs covered footwear and other leather products.

The first project also had an explicit gender component. Assistance in capita equipment was provided with
payback arrangements to the revolving trust fund operated under ULAIA.
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Immediate objectives and outputs for the two national projects are specified in the relevant project
documents. As regards US'UGA/96/300, it should be noted that preparatory activities for the new project
consisted of amission of UNIDO consultants who prepared a Position Paper which was used as input for
the subsequent Objectives-Oriented Project Planning Workshop (OOPP) held in Kampala 21-23 April
1997. On the basis of the workshop, the project document for UGA/96/300 (prepared already in 1996)
was amended and objectives and outputs were formulated (see Annex to the ToR).

Reports on the projectsinclude Project Progress Reports, Termina Reports and Find Reports. The first
project (UGA/92/200) as well as the regiona project RAF/92/200 were covered by the in-depth
evauation of the whole regiona program carried out in 1996 (report issued in February 1997).

2. THE IN-DEPTH EVALUATION
2.1  Purpose, scope and method
2.1.1 Purpose

An evauation wasfirst considered in 1999. After a partid assessment of Audtria s support to the legther
sector in Ugandain spring 2001 it was decided at ameeting at the Austrian Ministry for Foreign Affairson
28 May, 2001, to conduct ajoint in-depth evauation of the program for which the funds were made
available only now.

The purpose of thisin-depth evaluation is to enable the Government of Austria (as donor), UNIDO (as
executing agency) and the key stakeholdersin Uganda (MTTI, ULAIA) to arrive a acommon
understanding regarding performance and success of the program and to learn lessons for future
development cooperation in this sector. The donor will use the eva uation aso when deciding on future
financid contributions to technical cooperation in the leather sector.

2.1.2 Scope

The evduation should include the entire efforts made by UNIDO and financed by Austriato support the
leather industry in Uganda since their inception in 1992. These efforts are dso to be assessed within the
context of other donor interventions (if any) or sector activities. The evauation will determine as
systematicaly and objectively as possble the rdlevance, efficiency, effectiveness, impact and sustainability
of the support program to the leather sector (including the two nationd projects which were directly funded
by Augtriawith more than USD 1,5 million and, as far as identifiable, support provided to Uganda under
USRAF/92/200).

In particular, the evduation will address the following areas and ask the following key questions:
Relevance

Re-examine the rdlevance of origina objectives and program design vis-a-visthe officd Ugandan policy in
the sector. How was the relevance of the proposed projects assessed at the time of project identification?
Were the appropriate intervention points, partners and approaches chosen? Were established consultation
and steering mechanisms appropriate? What was the level of participation and empowerment of Ugandan
partners during the design and implementation phases of the projects? Did project experience confirm the
relevance of the objectives and outputs of the first project phase as well asthose identified by the OOPP
workshop and the Steering Committee at the inception of the second phase? Have any important
assumptions/risks remained unidentified? I's the leether sector till apriority for Ugandan partners and have
they developed a concept of ownership that would justify a continuation of the program? Did the overdl
ams, target groups and activities of the program comply with Austrian Development Cooperation priorities
like poverty eradication, gender equdlity or the gpplicable environmenta standards?

Effectiveness

To what degree have planned outputs and objectives of the program been achieved and what are the
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reasons for not achieving (any of) them? Are project-related results used by target groups and beneficiaries
as planned? Do they fed that the redl issues of the sector have been tackled in the right way?

Efficiency

Were inputs provided as planned? Was the structure of inputs (foreign and nationd expertise, training,
equipment) and their prices adequate for efficient production of outputs? Cost/benefit ratio — where
identifidble - should be looked into, as well as the economicaly sound use of inputs. Were the
implementation structures chosen strong enough and are their cogts in line with results? Was the project
adequately managed and monitored by UNIDO and the Steering Committee? Was dlocation of resources
to project components adequate to maximise impact? Is there any evidence of synergies among project
components? Based on the andlys's of the minutes of its meetings, the function of the Steering Committee
and the actua implementation of its decisons should be looked into, just as the planning process should be
analysed that took place in 1996 and 1997 and led to the final document for US/UGA/96/300.

I mpact

What impact a industry level was achieved in terms of job creation/preservation, volume and vaue of

H& S, leather and leather products output, introduction of new technologies, pollution reduction, reduced
consumption of furnace ail, etc.? What indirect long-term impact of cgpacity building and changesin policy
environment can be expected?

What was/is the impact of the project on the various groups involved (farmers, breeders, butchers, traders,
women, young people...)? Were there any negative or unintended impacts created by it? What kinds of
improvements have been achieved for the target groups and women in particular?

Sustainability

Has ULAIA been put into aposition to sustain its intended functions? Have other capacity building outputs
like hides and skins (H& S) grading and preservation facilities, mechanisms between butchers, traders and
tanners, TCFC, etc. been sustained? Have traditiona or outdated methods been replaced by new
technologies and are these sustainable? Do they have any lasting impact on environmentaly sound
production methods?

Which concrete indtitutiond changes (e.g. favourable legidation, tax regime, monitoring mechanismsto
ensure quality of hides and skins) have been brought about by the project? Will ULAIA and other
ingtitutions in the sector survive without financia support through UNIDO? What are the concrete sources
of income of ULAIA (member fees, provison of professonal servicesto the industry etc.)? What has been
achieved in terms of cgpacity building within these ingtitutions and hesiit been a constant aspect of all
activities?

How can factors like government commitment, entrepreneur commitment, policy environment, economic,
technicd, financid and environmentd viability, or incentives for project participants to sustain the project be
judged? What dtrategies do former beneficiaries of the project have to sustain their future as entrepreneurs?
Do entrepreneurs and companies repay their loans to the Revolving Fund as planned? |'s the Fund il
operationd today?

In US'UGA/92/200, the gender component was explicitly mentioned: have these aspects been addressed,
how many women have been trained or are amongst footwear operators and designers? How many of
them are il in business? Has the project fostered the integration of women into a mae-dominated sub-
sector or hasit reinforced imbaancesin gender relations?

213 Method

Whenever feasble, the eva uation will base conclusions and ratings on quantitetive data and analyss. Such
data should refer to, e.g. the increase in employment, sdes, etc. Where no basdine was available prior to
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the start of the project, the evauation will quantify the difference in trend achieved by the project.

The evauation will consst of adesk study of project-related documents and of interviews of stakeholders
both in Vienna (UNIDO, Federd Minigtry for Foreign Affairss BMaA, Ecotec) and in the field. Besides
meseting beneficiaries and stakeholders of the project, viststo UNDP/UNIDO officesin Kampala, ULAIA
headquarters, relevant Ugandan minigtries (for documents on legd statutes, devel opment strategies, sector
policies etc.), and to the Austrian Regiond Bureauin Kampaawill be part of the evaduation process. In
order to review to what extent recommendations were followed, the team will pay specid attention to the
Uganda-relevant sections of the 1997 evaluation report on the UNIDO Africa Leather Program (available
at UNIDO), and to the Assessment Report prepared by Mr. M. Wong in May 2001 (available at the
Ausdtrian Foreign Minidry).

The team leader will decide on the kind of interviews to be conducted. He will design the required
questionnaires or sets of questions to be asked. These could include standardised questions for interviews
with individua beneficiaries, speciaised questions for experts, and questions for group interviews and/or
discussions.

In view of the fact that the second project was completed nearly two years ago and no project
management structures operate in the field any more, it is necessary for the evauation team to make full use
of information available in Viennaprior to visting stakeholders and target beneficiaries in the fidd.
Therefore, the following dlocation of time to evaduation activitiesis envisaged (changes possible):

- Preparation and briefing at UNIDO HQs, interviews with UNIDO Project

- Manager and other gaff (e.g. CTA), studying documentation, meeting
a the Audrian Minigtry for Foreign Affairs and briefing by the

Department of Development Cooperation 3 days
- Fied trip Uganda, interviews of stakeholders

and target beneficiariesin the fidd 10 days
- Drafting of the report and presentation of main findings and

conclusonsin Uganda 3 days
- Presentation of draft report in Vienna 1 day
- Trave 2 days

A comprehengive list of people to be met and interviewed in the field will be proposed by UNIDO and
cross-checked with Ugandan partners, the Austrian Regiona Bureau in Kampaa and BMaA before the
beginning of the evauation.

Although the mission should fed free to discuss with the authorities and stakeholders concerned dl matters
relevant to its assgnment, it is not authorized to make any commitment on behaf of UNIDO or the donor.

2.2  Compostion of the evaluation team
The evauation team will be composed of the following members:

One nominee of the donor (team leader), with experience and a broad background in technica
cooperation, industrid and organisationa development and evauation. Experience in the |leather sector
would be of advantage.

One nominee of the Ministry of Industry of Uganda, who is an expert with experience and knowledge of
the leather sector of the country and the region.

One nominee of UNIDO with knowledge of technical cooperation in the sector and/or a good evauation
background.
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At least one member of the team should be femade. The members of the evauation team must not have
been directly or indirectly involved in the design or implementation of the projects.

2.3 Report

The evauation report should follow the standard format for eva uation reports used by the Audtrian
Development Cooperation. In order to ensure that the report considers the views of the stakeholders and
isproperly understood and followed up by them it is required that its draft verson including the main
conclusions and recommendationsis:

- presented to and discussed with the development partnersin the field before departure of the
team from the fidd;

- presented to and discussed with the Project Manager, representatives of the donor and other
UNIDO gaff concerned with the project at a meeting to be organized at the Austrian Ministry of
Foreign Affairs after the misson.

Asthe report isthe product of an independent team acting in their persond capacities, it is up to that team
to make use of comments either made in writing or during these presentations by the concerned parties and
to reflect them in the fina report. However, the evaluation team is responsible for reflecting any factua
corrections brought to their attention prior to the finalization of the report.

The fina report is to be submitted in 5 hard copies and on a diskette (in Word) to UNIDO for printing and
digtribution to stakeholders.

24  Logistics and timetable

Whenever possble, logistica support will be provided in Uganda by the Austrian Regiona Bureau for
Development Cooperation. ULAIA will be requested to assist in identification, planning and making
arangements for vigts.

Timetable to be agreed upon with the evaluation team.

25 Budgetin US$

See separate sheet.

Annexto TOR

Objectives and Outputs of USUGA/96/300 as stated in the Project Document:

(The additiond questions listed under each of the following objectives could be used by the evaluation team
when preparing and conducting interviews with selected beneficiaries and stakeholders).

Development objective:

To develop the agro-based indigenous, renewable raw material source - hides and skins - to a higher
vaue-added stage, and to increase the contribution of the leather industry sector on the country level.

I mmediate objective 1 - Institutional Component

Improved indtitutiona support policy framework of the Uganda Leather and Allied Industries Association
(ULAIA).

Output 1 Proposd of astrategy and policy to be gpplied by ULAIA for the development of the sub-
sector prepared

Output 2 Amendment of the Raw Hides and Skins Act
Output 3 ULAIA drengthened
Output 4 Proposd for agatisticad monitoring mechanism on hides and skins collection and qudity
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assessment to be operated and supported by ULAIA.

Additiond questions:

Has the project properly assessed and analysed conditions for the leather sector in Uganda and
prepared a future strategy and policy to be gpplied by ULAIA?

What were the concrete steps taken by UNIDO to strengthen ULAIA ingdtitutionally and its
understanding of ownership?

How has the project addressed the fact that the shoe and |eather goods industry in Uganda has to
compete with strong competition from chegp imports into the market?

Which initiatives have been st to achieve fair taxation of smdl firms (shoe production) vis-a-vis large
firms (tanneries)?

I mmediate Objective 2- Hides and Skins Component

Improved quaity and increased quantity of hides and skins

Output 1 A proposd for the hides and skins collection system prepared
Output 2 Hides and skins grading and preservation facility established

Output 3 Quantity of high-grade hides and skins at adaughter facility increased, through ingtalation
of additional mechanica equipment (one/two hide pullers) at daughter houses (other than
Uganda Mest Industry UMI)

Output 4 Familiarization tour organized

Output 5 M echanism between cooperating butchers/traders/tanners established in order to increase
their production of machine pulled hides.

Additiona questions.

- Which quantities of hides and skins have been exported annualy? Were exports based on grades and
qudity, or smply made in bulk between 1995 and today?

- Has a system of regular quality checks and controls been put in place for the abattoirs that were financed
under the project (hygiene, proper handling of equipment, etc.)?

- Has the qudity of hides and skins been improved in generd, and how can this improvement be assessed?
I mmediate objective 3 - Leather Component

Increased quantity and improved qudity of semi-processed |eathers and finished leather.

Output 1 High qudity sport-ball leather for local manufacture produced

Output 2 Promotion of the sector and program

Output 3 Draft project document on hides and skins improvement for submission to EC/ASCIM,
Kampaafor possible funding prepared.

Additiona question:

- What was the impact of interest free loans provided to small entrepreneurs? Have these loans been
properly used and repaid?

I mmediate objective 4 - Environment Component
Mitigation of tannery pollution and other environmenta improvement
Output 1 Study on clean technology options on existing effluent treatment plantsin at least two tanneries
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(Mbararaand Lesather Industries of Uganda

Output 2 Reduced consumption of furnace oil and dectricity by LI1U.
Additiona quegtions.

- What environmental standards are in place for tanneries, but dso for the other productive parts of the
sector?

- Does such an environmenta framework —if exiding- take into account the needs of the sector? Are
standards too high (danger of corruption) or too low (danger of neglect)?

- Have regular contacts been established between representatives of the leather sector and Ugandan
authorities, eg. the parliamentary committee on environment, in order to create alega framework for the
introduction of environmenta standards for the industry?

I mmediate objective 5 - Footwear and Leather Goods Component

Improved quality and increased quantity of footwear and other leather products:
Output 1 Basic common production, training, and maintenance and procurement facility for footwear
and leather goods manufacturers

Output 2 At least 20 footwear operators, designers and 7 supervisors trained per year

Output 3 Training and Common Facility Centre (TCFC) improved

Output 4 Public awareness for “Crane’ trademark and TCFC activities created

Output 5 Cooperation between TCFC and Cheshire Home for Disabled established

Output 6 At least 8 legther goods manufacturers trained

Output 7 Competitiveness of shoe producers through balanced tax regime improved.

Additiona quegtions.
Have experts deployed by UNIDO supported both smal entrepreneurs (production of shoes, balls
and other articles) and medium and big enterprises?

To what extent has the footwear expert deployed by ECOTEC been integrated into the project and to
what extent were opportunities of synergies established and maximised?

Have any viable links been established between Ugandan and Austrian (or European) firms?
What is the value added with regard to locally produced leather goods?
Has it been possible to develop any networks/clusters in support of small entrepreneurs?

Which efforts have been made to support small entrepreneurs in procuring (raw) meterias (e.g.
leather) or in marketing (finished) products on ajoint basis?



Evaluation Report UNIDO Projects USUGA/92/200, US'UGA/96/300, October 26, 2002, Page 75

ANNEX |l — CONTACT LIST

AUSTRIAN DEVELOPMENT COOPERATION (ADC)

VIENNA

Mag. Anton Mair
Director of Evauation and Control, Department of Development Cooperation
Phone +43 (1) 53115-4463
Fax  +43 (1) 53185-272
anton.mair@bmaa.gv.at

Mag. Franziska Walter
Country Desk Kenya, Uganda, Rwanda, Burundi and Tanzania
Phone +43 (1) 53115-4474
Fax  +43 (1) 53666-4474
franziskawater@bmaa.gv.at

Federad Minigry for Foreign Affairs
7th Hoor, Room 703
Minoritenplatz 9

A-1010 Wien

KAMPALA

Dr. Kongtantin Huber
Regiond Representative East Africa
Phone +256 (41) 235-103
Fax  +256 (41) 235-160
kongtantin.huber@bmaa.gv.at

Ms. Irene Novotny
Private Sector Program Officer
Audtrian Embassy, Regiond Bureau for Development Cooperation
Phone +256 (41) 235-103
Fax  +256 (41) 235-160
irene.novotny@bmaa.gv.at

Ms. Anna Pia Papaccioli
Austrian Embassy, Regiond Bureau for Development Cooperation
Phone +256 (41) 235-103
Fax  +256 (41) 235-160
anna.pia@bmaa.gv.at

Audtrian Embassy, Regiond Bureau for Development Cooperation
Crusader House

3 Porta Avenue
P.O. Box 7457
Kampala, Uganda
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Mr. Michad Wong
Former ADC Staff Member in Kampala
mwong@worldbank.org

Mr. Andreas Daxbacher
Former ECOTEC Consultant
Phone +43 (2231) 61166

A-3003 Gablitz

Mr. Markus L echner
Former BOKU Consultant and Author of the Environmental Study for NEMA
Phone +43 (664) 224-8821
Fax  +43(664) 227-4019
m.lechner@gmx.at

Neulerchenfelderstralie 9/32
A-1160 Wien

Mr. Werner Rilz
Conaultant for Trangport, Industry and Mining
Austrian Development Cooperation
Federd Minigtry for Foreign Affars
Phone +43 (1) 586-2340
Fax  +43 (1) 587-7137
pilz.werner@magnet.at

Fillgradergasse 13
A-1060 Wien

UNITED NATIONS INDUSTRIAL DEVELOMENT ORGANIZATION (UNIDO)

VIENNA

Ms. Aurdia Cdabro
Industrid Development Officer
Phone +43 (1) 26026 5381
Fax  +43 (1) 21346 5381
a.calabro@unido.org

Mr. Gerhard Felsner
Lesther Industry Consultant
Former UNIDO Chief Technicd Adviser of the Project
Phone +43 (3159) 2458
Fax  +43(3159) 2458
sg.felsner@aon.a

Wiesentaweg 128
A-8344 Bad Gleichenberg
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KAMPALA

Mr. Samuel Balagadde
Food Component Coordinator
UNIDO Uganda Integrated Program (UIP)
Phone +256 (41) 286-765
Fax  +43 (1) 286-767
Ui punido@ucpc.co.ug; npcuip@ucpc.co.ug
Mr. Albert Semukutu
Nationa Expert Micro & Smdl Scale Enterprises Component
UNIDO Uganda Integrated Program (UIP)
Phone +256 (41) 286-765
Fax  +43 (1) 286-767
Ui punido@ucpc.co.ug; npcuip@ucpc.co.ug
Plot M217 Jinja Road Nakawa
P.O. Box 7184
Kampda

Mr. Paul Tremmel
Former UNIDO JPO in Kampda
Phone +43 (1) 710 54 00-29
Fax  +43 (1) 71054 00-69
p.tremme @riag.raffesen.at

Raffeisen Investment AG
Reisnerstral3e 40
A - 1030 Vienna

UGANDA LEATHER AND ALLIED INDUSTRIES ASSOCIATION (ULAIA)

Mr. Emmanud Mwebe
Generd Manager
Phone +256 (41) 222-551
Fax  +256 (41) 222-201
mwebez@yahoo.com

Ms. Susan Achillo
Adminigtrative Assgtant
Phone +256 (41) 222-551
Fax  +256 (41) 222-201

Mr. Charles Naguyo
Chairman of TCFC and ULAIA

Ms. Victoria Byoma
Secretary of TCFC and Board Member of ULAIA

P.O. Box 1307
Kampada
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TRAINING AND COMMON FACILITIESCENTER (TCFC)

Mr. John Byabashaija
Executive Director
Phone +256 (41) 348-476
GSM  +256 (77) 409-021
Fax  +256 (41) 345-598
tcfc@infocom.co.ug

Mr. Geoffrey Musinguzi
Adminigrative Manager
Phone +256 (41) 348-476
GSM  +256 (77) 492-403
Fax  +256 (41) 345-598
tcfc@infocom.co.ug

Mr. Gordon Arinaitwe
Training and Production Manager

Mr. Charles Naguyo
Chairman of TCFC and ULAIA

Ms. Victoria Byoma
Secretary of TCFC and Board Member of ULAIA

Plot 87, 6™ Street
P.O. Box 1307
Kampaa
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TCFC ENTREPRENEURS

Mr. Deus Kamukama
Mr. Abart Bakahumura
Mr. Edward Kiiza

Mr. Mugabe Abantariza
Ms. Zamzam Zawango
Mr. Hillary Byamukama
Mr. Samud Tumwebaze
Mr. Amos Nkawasibwe
Ms. Grace Tukahebwa
Ms. Jovia Kamukama
Ms. MnamakulaM. Garreth
Ms. Edna Bakara

Mr. ISdore Omiat

Mr. Francis Mugishia
Mr. Isaac Mukuya

Mr. Paul Kaggwa
Geoffrey Mutimba

John Asimwe

Mr. Steven Mugisha
Mr. Innocent Rwabullye
Mr. Herbert Mugiz

KK Shoe makers, Kasese
Abart& Bros Shoe.Co. Kampaa
Kampaa

Kabale

SZJ, Kampaa

Bushenyi and Co., Kampaa
Mirembe Footwear and Leather Arts, Kampaa
Kampda

Kampada

Kampda

Nkokonieru

Kampda

Kampada

Mugishia F. Co., Kampda
Mathew Shoe.Co., Kamuli
Kampda

S.Z.J.,, Kampaa

Kampda

Kampaa

St Calist Shoemakers, Mbarara
Shuuku, Bushenyi

UGANDA MANUFACTURERSASSOCIATION (UMA)

Mr. Patrick T. Banya

Director Information Services

Kampda

UGANDA SMALL SCALE INDUSTRIES ASSOCIATION (USSIA)

Mr. Vincent Ssennyondo
Executive Secretary

Kampada
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BATA SHOE CO. UGANDA LTD.

Mr. Andrew Spyrou
Managing Director
Phone +256 (41) 235-440
Direct +256 (41) 233-373
Fax  +256 (41) 341-380
batakampa a@imul.com

Mr. Peter Birimbo Tinka
Supplies Manager
Phone +256 (41) 235-440
Direct +256 (41) 258-911
Fax  +256 (41) 341-380
batakampa a@imul.com

P.O. Box 402
Kampda

EAST HIDESUGANDA LIMITED

Mr. Onorato Garavaglia
Generd Manager
Phone +256 (41) 345-064
Fax  +256 (41) 345-068
ehidesug@africaonline.co.ug

Plot 37 — 39 — 41 — 43, Kibira Road
P.O. Box 8406
Kampda

EQUATOR SPORTSCO.LTD.

Mr. Enos Katungi
Store Keeper
Phone +256 (481) 20902
GSM  +256 (77) 503-717

Mr. Gabrid Kangime
Production Maneger

Ms. Jolly Twinamasiko
Specidized Worker

Kampada
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GOMBA FISHING INDUSTRIESLTD.

Mr. Yusuf Karmdli
Director
Phone +256 (41) 243-066 (Kampala)
Factory +256 (43) 21352 (Jinja)
Fax  +256 (43) 21335 (Jinja)
Mailing address
P.O. Box 4903
Kampda

Tannery location:
Jnja

HABA GROUP OF COMPANIES - BASAJJABALABA HIDES & SKINSCO.LTD. (BHS)

Mr. Hassan Basgjja
Chairma/Managing Director
Phone +256 (78) 260-158
Fax  +256 (78) 260-425
bhs@utlonline.co.ug

Plot 1 Channd Lane
P.O. Box 20000
Kampda

INDUSTRIAL PROMOTION SERVICES UGANDA (IPS)

Mr. Niazdi JHirani
Generd Manager of Leather Industries Uganda (L1U)
Phone +256 (41) 258-194
Fax  +256 (41) 254-261
hirani @ipsuganda.com
Mr. S. Rais Khan
Procurement Manager of Leather Industries Uganda (L1U)
Mr. Amzad H. Ali
Operations Manager of Leather Industries Uganda (LIU)
Mailing address

P.O. Box 3025
Kampda

Tannery location:
Jnja
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PEOPLE’SFOOTWEAR & GENERAL ENTERPRISES

Ms. Jolly Batarirana Rwanguha
Proprietor and Manager
Phone +256 (43) 120-501
GSM  +256 (77) 567-312

Plot No. 6, Ripon Road
P.O. Box 487
Jnja

SIRAJI ENTERPRISESLIMITED

Mr. Abdul Razak
Managing Director
Phone +256 (41) 258-658
Fax  +256 (41) 231-849

Mr. Omar Sirgi
Financid Director

Plot 85 6" Street
Industrial Area
P.O. Box 12599
Kampaa

TANNERY AND LEATHER IMPROVEMENT UGANDA LTD. (TALIU)

Mr. Methodius Kasujja
Co-proprietor and Managing Director
Phone +256 (481) 20902
GSM  +256 (77) 503-717

Mr. Abdul Hakim Sekandi
Generd Manager Tannery

Mr. Drake Mutesesira
Production Manager Tannery

Plot No. 16/18, Buddu Street
P.O. Box 126
Masaka

TOP CUTS-DIVISION OF UGANDA MEAT INDUSTRIES

Dr. Francis Mwesigye
Generd Manager
Phone +256 (41) 345-604
Fax  +256 (41) 230-989

Mr. Fred Lugemwe
Chief Accountant

Plot 5 Old Portbell Road
P.O. Box 180
Kampada
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UGANDA SHOE CO.LTD.

Mr. Joseph R. Kateregga Kayondo
Managing Director
Phone +256 (41) 259-192
Fax  +256 (41) 251-880

Plot 104 — 106 5™ Street
Industrid Area

P.O. Box 3883
Kampda

MINISTRY OF AGRICULTURE, ANIMAL INDUSTRY AND FISHERIES

Dr. M. Fabius Byaruhanga
Minigter of State for Fisheries
Phone +256 (41) 320-803
GSM +256 (75) 618-140
Fax  +256 (41) 321-010

P.O. Box 102
Entebbe

MINISTRY OF FINANCE, PLANNING AND ECONOMI|C DEVELOPMENT

Mr. L.K. Kiiza
Commissioner Tax Policy
Phone +256 (41) 234-700/9 ext 159
Fax  +256 (41) 230-163
kiiza@infocom.co.ug

P.O. Box 8147
Kampda

MINISTRY OF TOURISM, TRADE AND INDUSTRY

Dr. Richard B. Nduhuura
Minigter of State for Industry and Technology
Phone +256 (41) 346-048
GSM  +256 (77) 462-110
nmis@mintrade.org

Ms. Robinah Sabano-Mutimba
Assgant Commissioner for Industry & Technology
Phone +256 (41) 343-947
GSM  +256 (77) 452-847
Ui punido@ucpc.co.ug

Farmers House
Parliament Avenue
P.O. Box 7103
Kampda
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MINISTRY OF WATER, LANDSAND ENVIRONMENT

Ms. Florence G. Adongo
Assgtant Commissioner Water Quality

Directorate of Water Development, Water Resources Management Department
Phone +256 (41) 321-342

Fax  +256 (41) 321-368

adongo.wrmd@adwd.co.ug

Mr. Mohammed Badaza
Water Regulation Officer
Directorate of Water Development, Water Resources Management Department
Mot 12, Mpigi Road
P.O. Box 19
Entebbe

NATIONAL ENVIRONMENTAL MANAGEMENT AUTHORITY (NEMA)

Mr. Waiswa Arnold Ayazika
Environmenta Audits and Monitoring Officer
Phone +256 (41) 251-064
Fax  +256 (41) 257-521

Mr. Patrick Kamanda
Environmentd Inspector

Ms. Lynda Biribonwa
Environmenta Inspector and Monitoring Officer

Communications House, 6™ Floor
Plot 1 Colville Street

P.O. Box 22255

Kampda

NATIONAL WATER & SEWERAGE CORPORATION (NWSC)

Mr. Christofer Kanyesigye
Quadity Control Manager
Phone +256 (41) 236-722
Fax  +256 (41) 258-299
waterg@imul.com

P.O. Box 7053
Kampada
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UGANDA EXPORT PROMOTION BOARD

Ms. Florence Kata
Executive Director
Phone +256 (41) 230-250
Fax  +256 (41) 259-779
uepc@starcom.co.ug
www.ugandaexportsonline.com

Mr. George M panga
Export officer

Plot 22 Entebbe Road
Conrad Plaza, 5" Floor
P.O. Box 5045
Kampda

EUROPEAN UNION — DELEGATION OF THE EUROPEAN COMMISSION

Mr. Alain Joaris
Economic Counsdlor
Phone +256 (41) 233-303
Fax  +256 (41) 233-708
dan@joaris.net
5" Floor Rwenzori House
Pot 1 LumumbaAvenue
P.O. Box 5244
Kampaa

ITALIAN EMBASSY

Mr. Gabride Di Muzio
Deputy Head of Mission
Italian Embassy
Phone +256 (41) 250-450
Phone +256 (41) 250-442

Kampada
EVALUATING TEAM

Dr. Richard Temsch
President
The Missing Link Internationd Consulting Corporation
Phone +1 (415) 567-2231
Fax  +43 (1) 544-0805
richard_temsch@compuserve.com
www.themissinglinkconsuting.com

P.O. Box 423450
San Francisco, CA 94142-3450, USA
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Dr. Mario Marchich
Senior Evduation Officer
UNIDO
Phone +43 (1) 26026 3369
Fax  +43 (1) 21346 3369
m.marchich@unido.org

ViennaInternationa Center
P.O. Box 300
A-1400 Wien, Audtria
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ANNEX [l - TIMETABLE OF THE EVALUATION MISSION

Date Activities

Sep 11

Meeting with Mr. Anton Mair at BMAA, Vienna

Meeting with Ms. Aurelia Calabré and Mr. Gerhard Felsner at UNIDO, Vienna

Travel from Vienna to Kampala

Morning

Afternoon

Sep 18

Morning

Afternoon

Sep 19

Morning

Afternoon

Morning

Afternoon

Sep 21

Meetings in Kampala

Meeting with Dr. Konstantin Huber, Ms. Irene Novotny, Ms. Anna Pia Papaccioli, Mr. Emmanuel Mwebe,
Ms. Robinah Sabano at the Regional Bureau for Development Cooperation of the Austrian Embassy

Meeting with Dr. Richard Nduhuura, Minister of State for Industry and Technology at MTTI
Meeting with Mr. Albert Semukutu and Mr. Samuel Balagadde at UNIDO IP Office
Meeting with Mr. Emmanuel Mwebe and Ms. Susan Achillo at ULAIA

Meetings in Kampala

Meeting with Ms. Florence Kara and Mr. George Mpanga, Uganda Export Promotion Board
Meeting with Mr. Arnold Waiswa, Mr. Patrick Kamanda and Ms. Lynda Biribonwa at NEMA
Meeting with Mr. Christopher Kanyesigye at NWSC
Meeting with Mr. Alain Joaris at the office of the EU Delegation

Meeting with Mr. Hassan Basajja at Basajjabalaba Hides & Skins Co. Ltd.
Meetings in Kampala

Meeting with Dr. Francis Mwesigye and Mr. Fred Lugemwe at TopCuts

Meeting with Mr. Omar Siraji and Mr. Abdul Razak at Siraji Enterprises Ltd.
Meeting with Mr. Joseph Kayondo at Uganda Shoe Company Ltd.

Meeting with Mr. Andrew Spyrou and Mr. Peter Tinka at Bata Shoe Co. Uganda Ltd.

Meeting with Mr. Charles Nagayo, Mr. Julius Byabashaija, Mr. Geoffrey Musinguzi, Ms. Victoria Byoma at
TCFC

Meeting with Entrepreneurs at TCFC

Meeting with Dr. Konstantin Huber and Mag. Franziska Walter at the Regional Bureau for Development
Cooperation of the Austrian Embassy

Meetings in Entebbe and Kampala
Meeting with Dr. Fabius Byaruhanga, Minister of State for Fisheries, Dr. Benon Kyokwijuka, Dr. Frances
Kamya and Dr. Imelda Kagoro Tumwesigye at MAAIF, Entebbe

Meeting with Ms. Florence Adongo and Mr. Mohammed Badaza at the Directorate of Water
Development, Entebbe

Meeting with more Entrepreneurs at TCFC

Document Review and Meeting in Kampala

Meeting with Mr. Emmanuel Mwebe and Ms. Robinah Sabano at the Sheraton Hotel

Sep 23

Morning

Afternoon

Meeting, Document Review and Report Preparation in Kampala

Meeting with Mr. Andrew Spyrou, Bata Shoe Co. Uganda Ltd. at the Sheraton Hotel
Meetings in Jinja
Meeting with Mr. Niazali Hirani, Mr. Rais Khan and Mr. Amzad Ali, LIU

Meeting with Mr. Yusuf Karmali, Gomba Fish Tannery

Meeting with Ms. Jolly Batarirana Rwanguha, People’s Footwear & General Enterprises
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Sep 24 Meetings in Masaka and Kampala

Morning Meeting with Mr. Methodius Kasujja and Mr. Drake Mutesasira, TALIU

Meeting at TALIU continued
Afternoon

Meeting with Mr. Markus Lechner at the dinner reception at Mr. Huber's residence in Kampala

Sep 25 Meetings and Report Preparation in Kampala

Morning Meeting with Mr. Enos Katungi, Mr. Gabriel Kansiime and Ms. Jolly Twinimasiko, Equator Sports Co.Ltd.

Afternoon Meeting with Mr. Onorato Garavaglia, East Hides Uganda Ltd.

Sep 26 Meetings and Debriefing in Kampala
Meeting with Mr. Patrick Banya, UMA

Morning

Meeting with Mr. L.K. Kiiza, Commissioner Tax Policy, MOF

Meeting with Mr. Abdul Hakim Sekandi, TALIU

Meeting with Mr. Vincent Ssennyondo, USSIA
Afternoon

Debriefing with Dr. Konstantin Huber, at the Regional Bureau for Development Cooperation of the
Austrian Embassy

Debriefing in Kampala and Travel to Vienna

Morning Debriefing at MTTI
Sep 28 Travel to Vienna
Morning Departure from Kampala

Afternoon Arrival in Vienna

Oct 1 Meeting in Vienna

Afternoon ‘ Meeting with Ms. Aurelia Calabr6, UNIDO

Oct 2 Meeting in Vienna

Morning Meeting with Mr. Anton Mair, BMAA

Oct 3 Meeting in Vienna

Afternoon ‘ Meeting with Mr. Andreas Daxbacher at the VIC

Oct 4 Meeting in Vienna

Afternoon ‘ Meeting with Mr. Werner Pilz at his office

Oct 22 Meeting in Vienna

Afternoon ‘ Meeting with Mr. Paul Tremmel at his office

Oct 24 Meeting in Vienna

Presentation of the Findings and Recommendations of the Evaluation Team to ADC and UNIDO at
BMAA

Participants:

Mr. Richard Temsch and Mr. Mario Marchich (Presenters)

Mr. Anton Mair Director of Evaluation and Control, BMAA VII.6

Mr. Herbert Kroell Director of the Multilateral Cooperation Division BMAA
Morning Ms.Edda Weiss Head of Coordination and Information Unit BMAA

Ms.Franziska Walter Desk Officer for Development Cooperation BMAA

Ms. Sigrid Kodym Desk Officer, Multilateral Cooperation Division

Mr. Werner Pilz Consultant, Development Cooperation Branch BMAA

Mr. Peter Kuthan Consultant, Evaluation Unit BMAA

Ms. Gertrud Palaki Consultant, Evaluation Unit BMAA

Ms. Margit Scherb Consultant, Evaluation Unit BMAA

Ms. Christine Jantscher Consultant, Coordination and Information Unit BMAA
Mr. Hans Stoisser Director, Austrian Consulting Company Ecotec
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Mr. Ferenc Schmel Industrial Development Officer for the Leather Sector, UNIDO
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ANNEX |V — ARTICLE ONBHSIN THE NEW VISION

The New Vision, Friday, September 27, 2002 - BUSINESS 51
B d 1 | t i i N b .
- arO aJ lS lng ln O ‘ em er Tax quened
By Stephen llungole public offer (IPO) have beyond ‘our expectations - upcountry branches of is giving the locals oppor- MBARARA--Government
heen distributed country- and we expect the ghares - Mbarars, Jinja and Mbale tunity to have cwmership. should  establlsh a
THE Bank of Baroda wide, the managing direc- to be oversubscribed* was even more encourag- ‘The bank is now 100% 'depoght refund scheme’
(Uganda) Limited shares for, P L. Kagalwala said “We are happy that we ing, an indication that the - owned by Bank of Baroda to be applied to poly-
will be altecated on Octo- on Wednesday. will not only achieve what public was now coming to India, after the govern- thene bags ({buveera)
ber 17, hefgre trading Kagalwata said the we had targeted but sur- terms with the share issue ment divested its 49% instead of the 20% tax
begins on the Uganda shares were likely to be pass {t,” he said. He said “and more importantly, . shareholding in 1999, increase, which govern-
Securities Exchange on oversubseribed, following they will be able to tell show the confidence they This will make Baroda ment recently Imposed
November 14 at the East - the overwhelming how many - application ‘have in Bank of Baroda.” the first financial institu- on them. This was sug-
African Development response from all their forms were refurned en Bank of Baroda Uganda tion to list on USE and the gested by De Nichode-
Building. Share certifi- branches countrywide, Monday after the IPQ that Limited, is one of the nine  fifth firm after Uganda mus Rudaheranwa, & lec-
cates will be igsued on “The public response for is ending on today, foreign banks operatingin Clays, British American turer at Makerere Univer-
Noavember 7 the last three weeks the September 27, TUganda. The bank has Tobaceco Uganda, East sity, Institute of Eco-

Over 15,000 application IFO has run has been very Kagalwala sald the been here for the last 49 African Breweries anted nomics early thig wesk.
forms under the initial encouraging. It has been response from  their years;, butthisisthe first it and Kenya Airwa

Centre wins

N .e
Basajjalalaba buys Packers
ENTEBBE--Presldent Yow-
By Vision Reporter erf Musevenl has direct-
ed the minlsiry of finance
ASSAN Basajjabalaba has added the neighbourini to release US$100,000
ganda Meat Packers (Uganda) Limited to his mea {over just sh180m) to
processing chain. Meat Packers is next to the Glty Abat] Uganda Wildlite Eduea-
oir on Old Port Road in which Basajjabaiaba alread tlon Centre (UWEC), Bet
as a major interest. Kamya the centre’s exec-
'he move makes Basajjabalaba the leading provider d utivehassaid. T h e
eat in the city. Meat Packers is the preferred choice fo meney was a pledge the
President made on June
18th when he visited the
o centre to Jaunch its Trust
he quality of the hides from the slaughtered animals. Fund. “On June 18, 2002
Earlier in & meeting with officials of the Ministry d we hosted the President

EAOCK KAKANDE

g who in appreciation of
pala City Counell, Basajjabalabe had called the work being done here
er care in the treatment of cattle for slaughter t| pledged  $100,000 as

gead money for the Trust

Fund,” she sald.

Basa,J ] alalaba buys Packers

By Vislon Reporter

HASSAN Basajjabalaba has added the neighbouring
-Uganda Meat Packers (Uganda) Limited to his meat
‘processing chain. Meat Packers is next to the City Abat-
toir on Old Port Road in which BasaJJabalaba already
.has a major interest.
The move makes Basaajabalaba the leading provider of
meat in the city. Meat Packers is the preferred choice for
the top end customers including hotels.
. 'This purchase from Karim Hirji also gives Basajjabala-
"ba who is a major dealer in hides greater control over
the quality of the hides from the slaughtered animals.
- Earlier in a meeting with officials of the Ministry of
‘Agriculture and Animal Industry and Fisheries, and
-Kampala City Council, Basajjabalaba had called for
greater care in the treatment of cattle for slaughter to
keep up the quality of the hides.
. Basajjabalaba has become major player in the local
‘property market for the past yvear and half,




Evaluation Report UNIDO Projects USUGA/92/200, US'UGA/96/300, October 26, 2002, Page 91
ANNEX YV — MAIN DOCUMENTATION REVIEWED

Terminal report US/RAF/92/200 “Regional Africa Leather and Footwear

Industries Scheme (RALFIS)”

Project Document US/UGA/92/200 “National Leather and Footwear October 1992
Industry Scheme (NALFIS)”

Status Report on outputs/activities US/UGA/92/200 January 1997
Terminal Report US/UGA/92/200

Final report US/UGA/92/200

Evaluation Report of US/RAF/92/200 February 1997
Position Paper on US/UGA/96/300 — Mission to Uganda April 1997

Project Document US/UGA/96/300 “Integrated Programme Assistance to  April 1997
Strengthen the leather and the leather products industry in Uganda”

Report of the OOPP Workshop in Kampala, 21 — 23 April 1997 May 1997
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