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SUMMARY OF PROJECT EVALUATION

L Basic Project Data

$US 4,716,000

Implements, and
Farm Machinery

Country: Uganda Total Project Cost:
Full Project Nos: UGA/80/C06 Financing:
UGA/86/015 - UNCDF: 2,415,000
- UNDP (Budget "A"): 1,716,000
- UNDP (Budget “1* 1996) 1,738,518
- Government: 585,000
Project Title: Manufacture of UNCDF 2,222,441
Agricuitural Tools, disbursements at time (through year
of Evaluation: end 1995)

Sector: Industry Approval date: 14 August 1987
Sub-sector: Starting Date: February 1993
Government Ministries of Agri- Completion Date: anticipated
Executing Agency: | culture & Finance January, 1997
United Nations UNIDO Evaluation Date: October 1996
Co-operating UNDP

Agencies:

II. Background

A privately owned farm equipment manufacturing and repair workshop was established
in Soroti in 1967, later being taken over by the Teso Cooperative Union in 1972. This then
became the Low Cost Farm Equipment Project under the Ministry of Agriculture in 1976. Civil
unrest severely affected workshop activities from 1979 which lead UNCDF and UNIDO to be
involved in discussing plans with the GoU concerning rehabilitation work. This eventually
resulted in the formulation of the two project documents (the one concerning UNCDF and the
other, UNDP assistance); these were signed by the three partners in August 1987.

The Northeastern region of Uganda saw the introduction of mechanised agriculture
through the employment of draft oxen from early in the 20th century. There is little doubt that
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the rapid growth in its adoption resulted largely from the cash crop production of cotton.
However the disturbances which occured in the region from 1979, together with the insurgency
from 1987 to the early 1990’s are estimated to have caused a loss of some 1.2 million head of
cattle in the North and Northeastern regions of the country (the target area of the project).

As stability returned to the region, there was cause to reflect upon the origins of the
project signed in 1987 and which was focused not only on rehabilitating the Soroti based factory,
but also on manufacturing replacement agricultural implements and spare parts in considerable
numbers. Revised estimates of production requirements were made during a preparatory study
by GEMCO in 1990 but doubts as to the true production requirements were expressed in 1991
during a UNCDF support mission. By this time, the restocking programme of cattle, with
priority given to young draft oxen, was beginning to become noticeable in the region but it was
also realised that although stock had disappeared during the troubles, farm implements still
remained in large quantities, although badly needing repair and spare parts.

Once the UNIDO sub-contractor commenced execution of the project in February 1993,
an Inception Report was prepared which indicated the advisability of (a) manufacturing a plough
type which was already known locally - called the "Sungura” in this region (b) that the ox cart
and hammer mill to be manufactured be improved versions of those previously manufactured in
Soroti and (c) that the total cost of equipment list could be reduced whilst still maintaining these

output targets.

ITI.  The Projects

The UNCDF project UGA/80/C06 was designed to provide funds to rehabilitate and
equip the factory/workshop in Soroti so as to enable it to expand its manufacturing capacity,
enhance its management/manufacturing/service capabilities and market its products.

The UNDP project UGA/86/015 was designed with the same objectives as outlined in
the previous paragraph but the funds were to be allocated for ihe technical assistance inputs,
together with supplementary costs involving items such as mission costs, study tours, transport

equipment, expendable equipment, etc.

The executing agency sub-contracted project realisation activities to Hassall & Associates
who were also associated with Agrisystems (Overseas) Ltd and Kagga and Partners (Uganda).
The building and civil works were further sub-contracted by Hassall & Associates to Wade
Adams. The Final Report preceeding reception of this work was undertaken, on behalf of
UNIDO, by Seka Associates, Kampala.

The expected outputs of the two projects differ slightly in their respective Project
Documents. However, as explained in the main body of the report, the mission supports the
interpretation currently used by the UNIDO sub-contractor which is as follows:

- To regenerate SAIMMCO Ltd and the company’s capacity to manufacture agricultural
machinery, implements and spares, and to develop an engineering service capacity to
cover regional demand for agro-industrial repair and maintenance facilities.
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To establish improved capabilities in design. manufacturing. repair, maintenance and
quality control.

To establish a framework for the coordination of improved and integrated development
of agricultural machinery, impiements and spare parts.

To establish a marketing mechanism which is properly linked back to the manufacturing
programme of the workshop.

f the Evaluation

The mission was to assess and evaluate the design, implementation and post-project stages

of the project. This would then enable an assessment of the project’s impact on the livelihoods
of end users of the implements as well as on the plant workers and their households, an
assessment of plans for privatization of the facility together with an evaluation of the overall

approach and performance of the project.

V.

Findings of the Evaluation Mission

A. Summary of the results achieved

The Mission found that the project had overall, successfully attained the major part of

the outputs which had been specified in the Project Agreements. In particular:

a)
b)
c)
d)

e)

g)

h)

i)

i)
k)

SAIMMCO (U) Lid was incorporated under the Uganda Companies Act on 6 February
1990.

The SAIMMCO factory building was reconstructed although final hand-over in February
1995 was 10 months behind schedule.

An appropriate range of machine tools and equipment was judiciously selected or
rehabilitated, installed, tested and put into operation by July 1995.

Raw materials to a total value of USS 326,340 have been purchased either locally or
imported, using investment funds provided by UNCDF.

The first full year of production and service work generated an income of USh 83.6
million as from July 1995 to June 1996. This fell short of the projected performance of
USh 202 million estimated by the UNCDF review mission in 1994.

SAIMMCO have trained staff in designing, modifying and developing equipment and the
product range has been considerably improved through imaginative development and
production techniques.

The implementation contractor will have supplied some 95 m/m of long term specialists
and 6 m/m of short term consultants by the project termination date of January 1997.
Intensive on-the-job training has been given by the project specialists although due to the
delayed hand-over of the building, this training period will only reach 2! months at
project termination as compared to the 36 months agreed in the PRODQOCs.

A marketing strategy has been adopted by SAIMMCO, although this requires turther
measures to be taken concerning its implementation.

A functional administrative system has been established at SAIMMCO.

Some progress has been achieved with the privatisation process but several important
issues still remain to be resolved.
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d)
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h)
i)
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B. Assessment of specific aspects of project results

The 10 month delay in hand-over of the reconstructed workshop means that only 2]
months of technical assistance will be provided on the shop floor, rather than the 36
months foreseen in the PRODOCs.

The Mission noted the generally satisfactory performance of the project partners but
thought project viability should have been more carefully analysed before implementation
commenced. It also felt that GoU participation could have been improved.

Building costs were over-budget whilst equipment costs were low through careful project
implementation by the sub-contractor. Investments in raw matenials were also under-
budget.

The Mission noted various imprecisions in the PRODOCs and also that the potential role
to be played by the rural artisans (blacksmiths, etc.) was completely ignored.

The SAIMMCO product range is robust, of high quality and well appreciated by the end
users. Some of the animal d-awn equipment is thought to be too heavy.

The Mission noted low sales levels to individual farmers and felt that future demand
would be strongly influenced by the requirements of aid organisations.

It was felt that a more aggressive marketing approach was required for the SAIMMCO
product range and services, particularly towards aid organisations and the agro-processing
industry.

The Mission noted the satisfactory organisation and management of plant activities as
demonstrated by the high quality of work undertaken.

The Mission feit that the SAIMMCO staff should be further encouraged to develop their
own representational structure.

The project was judged to have had a positive impact on the plant employees and their
families but is was 100 early to note more than a very limited impact on land use and
farmer livelihood. Impact in Soroti town was judged to have been more social than
economic. Project impaci oi. rural women and children was still limited but positive.

C. Assessment of the project design

The Mission found the following short-comings in the project design:

The projected performance of SAIMMCO was over-optimistic and failed to present
alternative scenarios. This later lead to serious doubts concerning project viability and
even caused a temporary stoppage of investment funding.

No consideration was made at either the design or implementation stages concerning the
possible needs of the rural artisans in the project area.

There was a clear conflict of interest between the overall and implied objective to
alleviate poverty by re-establishing the workshop in Soroti and the eventual decision to
fully privatise the plant which would imply strictly economic objectives. This matter
remains to be conveniently resolved.

The project design was vary confusing in considering the original "grant" by UNCDF
to the GoU as a "loan by the GoU to SAIMMCO. In the light of present privatisation
plans, the "loan™ concept is no longer relevant and measures should merely be taken to
ensure that the proceeds from eventual privatisation are reinvested in development
projects within the country and with due consultation with the original investment donors.

UNDP and UNCDF.

o
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VI. Recommendations

Two main groups of recommendations are presented:

a) Concerning the consolidation of SAIMMCQO as a profitable concern and the buiid-up to
eventual privatisation:

1) That the 36 months of technical assistance on the shop floor agreed in the
PRODOC:s be ensured by maintaining the present General Manager in post until

April 1988.

i) That this (and perhaps further) technical assistance could be conveniently arranged
through a Management Contract and possibly funded by an interested donor.

iii)  That the privatisation process be postponed until termination of the Management
Contract.

iv) That the privatisation procedure for SAIMMCO should be studied as a "special
case” so as to ensure the socio-economic aspects receive due consideration.

b) Concerning SAIMMCO marketing activities:

1) That a more aggressive approach is required with improved links to Government
extension services, particularly those of the MAAIF.
1) That reinforced links should be established with the national distributor seiectec

by SAIMMCO (MAGRIC).
11) That continued reinforcement of links be made with the agro-processing industry.
1v) That a follow-up mission be programmed for the Marketing Consultant.

VII. Policy Implications an ns Learnt

Concerning privatisation and poverty alleviation:

The Mission notes the conflict of interest when both these objectives are tried to be
attained simultaneously unless careful project design foresees such an eventuality.
Unfortunately in the particular case of this project, full privatisation only became an issue
after signing the Project Agreements and at an early stage of project implementation.
Future combination of these same objectives should be carefully planned from the stage

of initial project planning.
Concerning the socio-economic impact as related to privatisation of a supply resource:

Again in the particular case of SAIMMCO, the nisk of losing all socio-economic benefits
attributed to the project is still high precisely because full privatisation was not (indeed
could not have been) considered during the project formulation stage. Due :0 this
situation, remedial measures have been suggested by the Mission as indicated 1

Recommendation a (iv) above.
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Concerning privatisation and decentralisation:

The Mission fully supports maintaining the workshop facility in the decentralised location
of Soroti. However it notes that the privatisation process so far, does not exclude the
possibility that the location of the workshop be changed.

Concerning specific lessons learnt:

The Mission observed that during project formulation stages, projected performance
tables, economic calculations and the basic logic behind project proposals should be
subject to much closer scrutiny before implementation takes place.

Concerning participatory planning:
The Mission had few comments to place under this title but suggested that

1) the SAIMMCO staff be more actively encouraged to develop their own
representational structure.

i1) that during formulation and review missions, additional time be spent by staff
concerned to undertake fuller and more participatory discussions during their
missions and that this might assist in widening the breadth of projected
performance levels, such as illustrated by the single scenario included in the

PRODOCs concerning the present project.

VIII. Evaluation Team

The Evaluation mission team commissioned by UNCDF was made up of Dr John E.
Ashburner, Team Leader and Agro-Engineer, Mr Peter Mallow, Industries Analyst and Mr
Wilfred R. Odogola, Agro-Economist/Technologist. The team was accompanied throughout the
programme of field visits by Mr Henry Mbaguta, Senior Economist. Ministry of Finance and
Mr Frank Akena, Senior Agricultural Officer, Ministry of Agricuiture, Animal Industry and

Fisheries.
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PART A
INFORMATION NECESSARY FOR EVALUATION
OF THE PROJECT

1 PRESENTATION OF THE PROJECT AS ORIGINALLY DESIGNED

1.1 The country, regional situation and the sector

Agriculture is the main stay of Uganda’s economy, contributing 50-60 % of GDP and
providing over 80 % of the employment opportunities in the country. Production currently comes
from an estimated 2.5 million smallholder farm households, 80 % of which have, on average.
less than 3 hectares each. In the Central and South-Western region of the country. population
densities are very high and land holdings range between 0.01 - 2 hectares per household. while
in the Eastern and Northemm regions the figures are respectively 4-6 and over 7 hectares per

household.

Land tillage throughout the country mainly relies on handtool technology, principally the
hand-hoe, axe, matchet and sickle. These are owned and exclusively used by over 85% of the
farm households and are indeed. the main reason for the low levels of cropped land in Uganda,
i.e only 4.6 million out of the 17 mi.lion hectares classified as arable land in the country.
Tractor use contributes less than 0.01% ot the means of mechanisation in the country, previous
attempts to introduce important numbers of tractors having been generally unsuccessful.

Animal draft power was introduced as long ago as 1909 in Kumi District to the East of
the country. Due to the conducive conditions of light soils with flat topography, including
possession of adequate numbers of suitable draft animals, this technology spread spontaneously
to the neighbouring districts to the North as well as to the East and South of Kumi. It soon
caused rapid increase in the land area under crops and brought about a significant improvement
to the life of the local population, especially through proceeds from cotton, a crop closely
associated with the introduction of animal draft technology in the area. It was therefore not by
accident that in the 1980°s, the GoU requested assistance for reconstructing and equipping an
already existing factory in Sorot for the manufacture of animal drawn implements in this area

of the country.

The project docunmient identified the immediate beneficiaries as the 15 districts in the
Eastern and Northern region of the country with a population of 3,580,000 in 1980. In this area.
production has been characterised by small holder mixed farming systems. The integration of
crops and livestock assured a high degree of farm level self-sufficiency with subsistence provided
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from tood crops, milk and meat and cash generated from the sales of cash crops mainly cotion
and simsim (sesame) and from livestock and their products. The mixed farming system was
managed so as to maintain soil fertility through simple crop rotation practices as well as through
the incorporation of manure from the cattle.

This area has relied heavily upon the use of animal draft power as an integral part of the
farming system for over 70 years. Unfortunately, this situation was radically altered in 1987 -
when most of the livestock was lost during a period of civil strife which resulted in massive
cattle rustling and unsystematic slaughter. In the Districts of Kumi, Soroti, Lira and Gulu zlone,
the total cattle population dropped from an estimated 800,000 head in 1986 to only 56,000 in

1992 (for full details of these statistics, see Appendix 14).
1.2 Background to formulation and implementation of the project

The programme to rehabilitate and equip the Soroti Agricultural Implements and
Machinery Manufacturing Company (SAIMMCO LTD) commenced activities in February 1993,
utilising funds provided through UNCDF, UNDP and the GoU. Two separate Project Documents
cover the agreements between the GoU and UNCDF (Project No UGA/80/C06) and the GoU
and UNDP (Project No UGA/86/015). Project implementation is entrusted to UNIDO who have
sub-contracted field implementation to Hassall and Associates Pty. Ltd through a turnkey

contract (No 92/185).

The factory in Soroti, formally known as A.H. Engineering Works Ltd, was originally
established under private ownership in 1967 for the manufacture of farm implements (ox-
ploughs, ox-carts, maize mills), spare parts for ginneries and general engineering services. The
plant was designed for production of 6,000 ox-ploughs but this target was never reached. In
1972, the business and premises were nationalised and the plant taken over by the Teso

Cooperative Union.

In 1976, the factory, by then known as Engineering Department of Teso Cooperative
Union, became the Low Cost Farm Equipment Project under the direct control of the Ministry
of Agriculture. It continued with the manufacture and repairs of animal-drawn and other
equipment. The diversified product range then included concrete block-making machines and
custom built steel plated water tanks. Hand tools were manufactured occasionally in small
batches, including hand hoes, pangas and rakes of local design. Between 1979 and 1989.
production and service activities of the factory declined drastically during a period of civil unrest
throughout the region, coupled with a general lack of foreign exchange for importing matenals
and components and sparse government funding for the plant.

A number of international Missions visited Uganda between 1980 and 1990 in connection
with possible assistance to the plant. These included:

* A UNIDO rehabilitation and programming mission in January/February {980 which
discussed possibilities for rehabilitation of the plant;

* A UNCDF mission undertaken by the contractor Sores Inc. which, in 1981, studied the
GoU request for financial support to rehabilitate the plant. The mission recommended
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that the project should conczntrate on factory rehabilitation and manutacture of existing
designs of implements rather than on the development of new product designs.

* A UNCDF mission undertaken by the contractor Polytechna/Inpro in 1985

In 1990, the "Low Cost" Project became a registered company and its name changed to
SAIMMCO (U) LTD. The shares in the company are held by the Ministry of Finance (one
share) and the Ministry of Agriculture Animal Industry and Fisheries (one share). Future
ownership of SAIMMCO is eventually to be privatised once the company becomes a profitable

enterprise.

The main justification for the project as described in the project document of 1987, is that
one of the key impediments to accelerated agricultural development in Uganda has been the lack
of appropriate farm inputs and particularly of implements which allow reducuon of drudgery and
an increase to the productivity of farm labour. With this in view, the project was oniented mainly
towards producing farm implements. Flexibility was also built into the project design so as to
enable the provision of engineening services to the local urban and rural populations. Hence.
universal workshop machinery and tools were selected for the new project.

The agreements were signed in August 1987. With some elements of insurgency still
existing in the area, the pick-up momentum of the project proved fairly slow. At the same time,
UNCDF expressed concern about the project’s projected performance and commercial viabihity.

In June 1991, a UNCDF Technical Review Mission was undertaken by Roger Shotton.
The planned production programme was down-scaled by some 50 % and investment costs
reduced in consequence. It was suggested that in consideration of the projected debt repayment
capacity of SAIMMCO, the maximum value of the loan to the company should probably not

exceed USS | to 1.5 million at the most.

The differences between factory production as proposed in the PRODOC’s and that
proposed by Roger Shotton {which were incorporated into the terms of reference of the UNIDO
sub-contractor, Hassall Associates) are illustrated in Tables 1 and 2 below.

Although project implementation commenced in February 1993, further studies were
undertaken relating to the project’s viability and investment funding was temporarily halted in
November 1993. A further review mission was undertaken in March 1994 (Bearez and Odeke,

1994).

The Bearez and Odeke Mission made wide-ranging consultations in the project area,
talking to opinion leaders, extension agents, farmers as well as to a number of NGO's who had
by then fully resumed work in the area. Cattle restocking efforts to replace some of the
estimated 1.2 million heads of cattle lost during years of insurgency in north and north-eastern
Uganda, was taking root both by government, church organisations, NGO’s and more
importantly by farmers themselves. The Smallholder Cotton Rehabilitation Project (SCRP).
funded by the World Bank had also started. Agricultural production, which had hit a low ot 10-
15% of the pre-1987 levels, had indeed picked-up and was steadily on an upward trend.
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The Bearez and Odeke report was positive on the future prospects and commerciz,
viability of the factory. Consequently, following the Mission’s report, project funding was
renewed in April 1994. It is planned for termination on 3! January 1997.

TABLE 1: Planned Production Programme (Project Agreements, 1987)

Year and level of implementation

Product 2nd yr (40%) | 3rd yr (60%) | 4th yr (100%)
Ox ploughs 4,000 6,000 8,000
Ox-plough shares 12,000 18,000 24,000

Ox drawn expanding cultivators - - 300
Sowing implements - - 300
Groundnuts lifters - - 200 !
Ox carts (steel and rubber wheeled) 200 300 500 1
Hammer mills 30 50 70
(diesel engine, 10-30 hp)

Hammer mills 20 30 50

(electric motor, 10-30 hp)

Production of spare parts |
Repair of worn parts 25% of capacity in value terms '

Repairs to industry

TABLE 2: Planned Production Programme (TOR of UNIDO contractor, 1993)

I Year and level of implementation
Product 2nd yr (40%) 3rd yr (60%) | 4th yr (100%)
Ox ploughs 1,600 2,400 4,000
Ox-plough shares 4,800 7,200 12,000
Ox carts (steel wheeled) 100 150 250
Ox carts (rubber wheeled) 100 150 250
Hammer mills 20 30 50
(various power ranges) !
Production of spare parts
Repair of worn parts 25% of capacity in value terms
Repairs to industry :
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1.3  The overall project concept

The UNCDF project UGA/80/CO6 was design=d to provide funds to rehabilitate and
equip the factory/workshop in Soroti so as to enable it to expand its manufacturing capacity.
enhance its management/manufacturing/service capabilities and market its products.

The UNDP project UGA/86/015 was designed with the same objectives as outlined in
the previous paragraph but the funds were to be allocated for the technical assistance inputs.
together with supplementary costs necessary for successful implementation of the project. These
included items such as mission costs, study tours, transport equipment, expendable equipment.

etc.

The UNCDF agreement committed investment funds in the form of a grant for
reconstruction of the workshop and to supply machine toois and raw matenals. These funds
would be treated as a loan to SAIMMCO, reimbursable over a 16 year period to a special
account to be opened at the Uganda Commercial Bank. This debt repayment would then be used
by the GoU to finance further development projects, subject to approval by UNCDF.

1.4  Project development objectives

The long-term objectives of the Government in the Agricultural sector, as stated in "¢
UNCDF project document of 1987 are:

l. To increase agricultural ouput and productivity;
2, To encourage structural adjustment:

3. To save foreign exchange.

The UNDP project document indicates the tfollowing development objectives will be
addressed:

1. Increased agricultural productivity of farmers and agro-based industries;

2. Creation of an indigenous capability in the designing and manufacturing of
agricultural implements and machinery.

1.5 Project immediate objectives

In pursuance of the above development objectives, a number of immediate objectives of
the project were defined. Whilst the wording differs in the two PRODOCS concerned, that stated
in the UNCDF project document adequately covers the intended objectives indicated by the two

agencies. These are as follows:

l. To expand the manufacturing capacity of the Soroti Agricultural Implements
workshop for the manufacture of agricultural machinery, implements and critical
spare parts.

i Ty T e
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2. To establish improved capabilities in production management, repair, mainten-
ance. quality control and design adaptation.

The establishment of a framework for the coordination of improved and integrated
development of agricultural machinery, implements and spare parts.

)

4. To establish a marketing mechanism including proper feedback into the
production programme of the workshop.

1.6  The project inputs

Following is the schedule of inputs from the parties concermned with the project and as
stated in the UNCDF and UNDP PRODOCs.

1.6.1 Government Inputs

The Government of Uganda was to provide personne! and facilities within the frame work
of the Soroti factory.

a. The assignation of 8 national staff for project execution totalling an input of 282 work
months.

b. The existing workshop of the Soroti factory plus additional area for further expansion.

c. An initial budget, totalling US$ 585,000, for the maintenance and repair of existing

machinery and equipment for the Soroti plant until the enterprise becomes able to cover
these costs from the sale of products.

This budget was to be composed of the tollowing elements:

Working capital Uuss 472,000
Transfer of existing assets Uss 73,000
Preoperative expenses US$ 40,000
Total USS$ 585,000

1.6.2 UNDP Inputs

The UNDP inputs covered overall technical assistance funds for project supervision
together with a Sub-contract A to cover the technical assistance for project implementation.
These arrangements are summarised below.

Project support:

a. A Chief Technical Advisor (15 work months). To serve throughout the project duration
of five years (3 one month visits per year).
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An Administrative Liaison Officer, (36 work months). To be based in Soroti.

Consultant - Civil Engineer (3 months) for monitoring and certifying construction work
carried out by sub-contractor. To be based in Soroti.

Provision of the support costs for administrative staff, in-country travel, international
study tours, non-expendable equipment (including one vehicle) and expendable equipment

(including sample agricultural machinery).

Miscellaneous: operations and maintenance items, books, publications and sundry items.

Sub-total for project support: US$ 554.000

Sub-contract A:

1.6.3

Consultancies for project implementation. A total of 11 long or short term posts were
envisaged.

Travel costs of consultants within Uganda.

Training of national staff and technicians to include international tellowships and on-the-
job training.

Sub-total for Sub-contract A: USS 982,000
Grand total for UNDP inputs USS 1,536,000
UNCDF Inputs

The financial commitment of UNCDF amounted to a maximum of USS 2,415,000. This

was made up as follows:

1.7

Sub-contracts (for construction, raw materials & equipment) US$ 1,969,000
Un-allocated funds (for use only with approval from UNCDF) US$ 204,000

Missions costs (UNCDF formulation/implementation/eval.) USs  67.000
Agency support cost (overheads on procurement/support) US$ 175,000
Total for UNCDF inputs (maximum) | USS 2,415,000

Implementation arrangements

The UNDP/UNCDF project documents indicated that project implementation was to be

carried out by an internationally-renowned firm under contract to UNIDO and financed by tunds
from UNCDF and UNDP. The contracting firm (the “operations contracior") was to be
responsible for all aspects of technical assistance, management and organization of the project
including construction, equipment selection, procurement and delivery as well as provision of
raw materials. This constituted Contract A.

IR IR TRV
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Civil works were also to be sub-contracted out (Contract B), supenised by :-c
"operations contractor” and monitored by UNDP/UNIDO. Construction included the workshop

and pre-fabricated housing for the international staff.

Implementation of activities was to proceed in three phases as follows:

PHASE I: Preparatory Phase

This phase was planned for the first six months following signature or the project
document. During this phase UNIDO was to be the principal initiator of activities including
preparation of tender documents, short listing of prospective consulting firms, tendering, opening
anc evaluation of bids and signing contracts with successful bidders for Contract A. This phase

was to end with the incorporation ot the workshop as a parastatai.

PHASE II: Construction phase

During this 12 month phase, the operations contractor was to be the main actor.
preparing detailed architectural plans for reconstruction of the workshop and arranging for a
local construction firm to undertake the civil works (Contract B). The operations contractor
would also prepare specifications for the equipment required, order, receive and install the
equipment, identify suppliers of raw materials and arrange for delivery of matenals in
accordance with the expected production schedule.

During the construction phase, the operations contractor was also to prepare detailed
plans for management, accounting and operations of the workshop. In addition, the contractor
was to assist the workshop management during this phase to continue the production programme
with a view to ensuring successful accomplishment of all contracted and pipe-line production.

PHASE IlI: Production phase

This phase of 48 months would allow the operations contractor to operate under a
management services contract under the SAIMMCO Board of Directors, the company by then
having been incorporated under Uganda law as an autonomous company.

Duties of the operations contractor would include general workshop management and
training, undertaking design improvements and introduction of new production items in line with
market demand, and generally initiate all actions required to bring the production schedule to
full capacity with fully competent and trained local staff capable of continuing operations at the
end of the contractor's mandate.

1.8 Project activities and expected outputs

1.8.1 Activities

The UNDP PRODOC lists a total of fourteen activities to be accomplished during the lite
of the project. These activities have also been covered, but 1n lesser detail, in the UNCDF

e s ———
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PRODOC. They may best be summarised by referring to the aims of the sub-contract eventually
established between UNIDO and Hassle Associates which are as follows:

a)

b)

<)

d

e)

g)

Construct and rehabilitate the SAIMMCO factory;

Supply, test, commission and put into operation the machinery and equipment
required for the Piant; '

Supply raw materials and other materials for a | year full production of
agricultural tools, implements and farm machinery,

Supply specialists for the operation and improved production capacity of the
Plant;

Provide and organize training in Plant operation both at the Plant Site and abroad;

Undertake marketing, planning, administrative and other technical assistance
responsibilities;

Manage the Plant for a period of 3 years after the initial period of | year.

1.8.2 Expected outputs
These activities were designed to produce outputs as described in the two PRODOCs.
They are summarised in the 7th Progress Report of the UNIDO sub-contractor as follows:

1]

3)

4)

5)

An established institutional framework in the form of a company operating as a
fully autonomous organisation incorporated under the Uganda Companies Act.
SAIMMCO will be a company limited by shares.

A completely renovated farm-implements factory at Soroti, including the
construction of factory premises and the procurement, installation and commis-
sioning of equipment, and the procurement of raw materials.

The production system for the first year of operation is aimed at manufacturing
ox-ploughs, shares, ox-carts and hammer mills. Furthermore, 25% of the totwal
capacity in value terms will be used for repair of machine components as well as
the production of spare parts. The production lay-out will be designed to allow
a flexible response to changing circumstances in the market.

Research, testing and development facilities will be available at SAIMMCO Lid
for use with existing and new products and repair activities, and for the provision
of technical assistance 1o the extension services.

A testing station established at the Soroti region, under a separate project but in
corporation with SAIMMCO Lud, in order 10 test imported as well as locally




6)

8)
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manufactured implements and to introduce a product certification system based
on quality standards.

Establishment of a commercial department of SAIMMCO Ltd whose policy will
be in line with the development strategy of the Uganda Government. In the
marketing policy optimum use will be made of existing distribution channels.
Attention shall be paid to the development of an international market programme

for SAIMMCO products.

Establishment of an appropriate administrative system, including accounting,
financial and stock control systems.

SAIMMCO staff trained in manufacturing, management, production design,
production technology and operations, sales and marketing, administration and

finance.

1.9 Implementation responsibilities

In order to ensure successful implementation of project activities, the following actions
were to be undertaken by the parties concerned:

1.9.1 Government responsibilities

1.

Initate action for incorporation of the workshop as a tully autonomous business
entity under the Companies Act.

Appoint a Project Cnordinating Committee to function as an interim Board of
Directors of the Project until the workshop is fully incorporated and until a
permanent Board of Directors is appointed.

Assist the workshop to open a special project account with the Uganda Commer-
cial Bank, Soroti to be operated jointly by the Chief Technical Consultant and the

National Project Manager.

Continue to pay all salaries and wages of the employees of the workshop during
an initial period of six months and until incorporation of the workshop.

Contract a consulting company financed from the UNCDF/UNDP grants, to be
vested with sufficient power and responsibility for daily operations of the
workshop.

Establish an agreement with the Uganda Commercial Bank (UCB) to open and
manage a special Loan Account for the workshop, ensuring that no disbursements
would be made without prior consultation and agreement from UNCDF and that
a reasonable rate of interest be payable on the outstanding debt.
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Review the draft tender documents prepared for Contracts A and B by UNIDO.
Review the short list of firms and provide comments to UNDP, UNIDO and

UNCDF. Participate in the evaluation of the bids.

Provide appropriate land in the town of Soroti for the construction of the pre-
fabricated houses, together with adequate land for the extension of the factory
building, immediately to the rear of the existing building.

Facilitate duty free importation of all materials, equipment, vehicles, tools and
other items procured with project funds. Also facilitate the issuance of visas to

the international personnel of the contractor.

Upon incorporation of the workshop, arrange to purchase 5850 shares in the
corporation at the USh equivalent of US $100 per share; 5120 shares wouid be
issued for cash and 730 shares for consideration other than cash (against existing

assets).

1.9.2 UNCDF responsibilities

1.

The financial commitment of UNCDF to the project amounts to a maximum of
US$ 2,415,000 which would cover the costs of only those project inputs specitied
in the Agreement. Disbursements authorizations would commence following the
receipt, review and approval of a detailed Work Plan.

Review the draft tender documents prepared by UNIDO for Contract A, consult
with Government, UNDP and UNIDO concerning the final short list and

participate in the opcning and evaluation of bids.

1.9.3 UNDP responsibilities

1.

The Resident Representauve of UNDP in Uganda is the authorized representative
of UNCDF in the country. He was to closely follow the progress of the project
and promptly provide all possible assistance to the Government and to the project
to ensure its imely and successful completion.

Review the draft tender documents prepared by UNIDO for Contract A, consult
with Government, UNCDF and UNIDO concerning the final short list and
participate in the opening and evaluation of bids.

1.9.4 UNIDO responsibilities

l.

Assume responsibility for the disbursement of funds allocated to budget line 21.01
of the UNCDF project budget and its subsequent revisions.

Provide UNCDF, with copies to the Government and UNDP. the reports
indicated in the applicable section of the Project Agreement.
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3 Assume responsibility for preparing the draft tender documents for Contract A
and for clearing these documents with Government, UNDP and UNCDF.
Subsequently, prepare a short-list of firms to undertake Contract A and make
arrangements for the bid opening and evaluation process.

4. Identify qualified candidates for the post of Chief Technical Advisor.

5. Ensure that all invoices presented by the contractor are certified by both the
Government and the UNIDO Chief Technical Adviser prior to payment.

6. Field the project administrative officer and the local support personnel in a timely
manner.
7. Ensure that the contractor provides to all parties concerned and especially to the

Government and the Uganda Commercial Bank (UCB), the actual costs of all
construction, raw materials and equipment delivered and installed at the project
site in order that Government and the UCB are able to establish and manage the
special loan account for the workshop.

1.10 Project monitoring and evaluation

Both the UNCDF as well as the UNDP project documents provide details on procedures
for monitoring project activities and performance. These are summarised below.

I. Inception report:

To contain a detailed and definitive work plan for implementation of the project.

2. Progress reports

Regular progress reports were to be prepared at 6 monthly intervals.

3. Audited financial report;

To contain three sections related to i) fundiig provided by UNCDF, ii) operations of the
workshop and iii) certified accounts statements concerning the Loan account at the UCB.

4. Equipment inventory;
To be prepared annually and contain lists of all equipment acquired with UNCDF funds.

5. Final report:

To review the life of the project, the objectives and the degree to which these were
attained.

. g
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Tripartite_monitoring and evaluation.

Monitoring of the project activities were to be carried out through review missions fielded
for the purpose as well as through regular meetings and discussions between all parties
concemed (GoU, UNDP, UNCDF and UNIDO).

Both a mid-term and final evaluation of the project were envisaged.

1.11 Risks identified at the design and appraisal stages

Neither the UNDP nor the UNCDF Project Agreements specify risks envisaged during
project implementation. However, the Evaluation Mission considers the undermentioned risks
were relevant to successful project implementation in 1987 and later.

I.

The Project was signed in August 1987 when the insurgency was just starting in
Eastern and Northern parts of the country. This might constrain timely initiation

of the project.

The loss of livestock through cattle rustling and political strife could reduce the
demand for animal drawn equipment for which the factory was intended.

The low financial earnings of people in the area could lower the ability of
SAIMMCO to market its products effectively.

Employees of the factory are civil servants who are paid according to a
government wage scale, significantly lower than the private sector: this may
inhibit worker productivitv levels or cause labour dissatisfaction.

By the time SAIMMCO initiated its operations in 1987, the country had large
stocks of heavily subsidised animal drawn equipment which had come into the
country through the Agricultural Development Programme under the MAAIF.
These stocks which still available in the early 1990°s, could significantly reduce
demand for SAIMMCO equipment.

Lot AR A L
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PROJECT IMPLEMENTATION RESULTS

tv

~

A Introduction

A review has already been presented above concerning the proposed project activities and
exy2zted outputs (Section 1.8). The TORs of the contractor further clarify these matters as
indicated under i) the Synopsis of the aims of the Contract and ii) The Project Outputs (see
UNIDO, 1993). A suitable combination and rationalization of these two lists have been adopted
in the contractor’s Progress Reports in order to present their results and a similar approach is
used below in order to summarize the facts concerning implementation results.

2.2  Establishment of SAIMMCO as a company limited by shares

This was achieved by the GoU on 6 February 1990 when SAIMMCO was incorporated
under the Uganda Companies Act, one share being held by the Ministry of Agriculture, Animal
Industry and Fisheries and one share by the Ministry of Finance and Economic Planning.

2.3  Construction of factory premises

The detailed survey and design work for the civil works and preparation of the tender
documents took place during the first few months of project implementation. The three tenders
offered were opened on 18 June, an assessment carned out and UNIDO approval received to

proceed.

Construction of the factory premises commenced after the site had been handed over o
the civil works sub-contractor (Wade Adams) on 10 September 1993 and the work was
substantially completed in January 1995. The hand-over of the reconstructed premises to Hassall

& Associates took place in February 1995.

2.4  Procurement, installation and commissioning of equipment

The procurement process was commenced during 1993 but suspended until May 1994.
The first container arrived on [0 January 1995 and the last on 20 May 1995. Thus most
equipment was received in time for installation as soon as the reconstructed premises had been
handed back to the implementation contractor and commissioning was largely completed by the
tume the 5th Progress Report had been submitted on 31 July 1995. Ironically, the last item of
equipment to be received was the forklift truck.

2.5 Procurement of raw materials

Raw materials, components and spare parts to a total value of US$ 376,099 or USh 359
million had been acquired by SAIMMCO at the close of accounts on 30 June 1996. Additional
local purchases and importations will continue to be arranged as future needs are identified.
Present raw matenal stocks include some 5,000 old plough beams purchased from local farmers
which will be reconditioned and re-used for ploughs produced by the factory.
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2.6 Production and service work

In the first full financial year of plant production (1 July 1995 to 30 June 1996), total
factory income amounted to USh 83.6 million made up as follows:

Product sales excluding ploughs 5.4 million
Sale of ploughs 19.3 million
Sale of spares 6.9 million
Sale of raw materials 0.1 million
Service work undertaken 22:1 million
TOTAL 83.6 million

In order to compare with targets suggested in the project design (see Section 1.2).
production over the one year period from 1 August 1995 to 31 July 1996 included the following

items (see the 6th and 7th Progress Reports):

467
14
Il

Ploughs
Ox-carts
Hammer mills

2.7 Development of capacity for product design, testing and development

The designs of several products have been developed and the techniques imparted to
SAIMMCO staff by on-the-job training (the plough, hammer mill. RHS toolbar, dam scoop. ox
cart, shea butter press, etc.) A similar approach has been used when undertaking light

engineering service work.

Equipment has been tested either in the factory, on farms and occasionally in conjunction
with the Serere Agncultural and Animal Research Institute (SAARI).

A 1ull set of scaled drawings is being produced for all produc. componcats by the
Research and Development Engineer, using the Autosketch computer programme.

2.8 Supply of specialists for the operation and improved production of the plant

At the time of the Evaluation, the contractor had supplied or engaged to supply a total
of some 95 man months (m/m) of long term specialists and about 6 m/m of short term
specialists, calculated with effect up to 31 January 1997. The positions held and list of personnel

concerned is detailed in Appendix §.

2.9  Provision of training in plant operation

The provision of training has continued throughout the operational phase of establishing
factory operations and has been accomplished through on-the-job training of workers at different
levels. Most of the training of senior engineenng staff has been through the establishment of
close working relationships with the technical assistants during collaborative work in the
production and quality control processes. On-the-job training is undertaken both by project statf
as well as by local workshop staff, competent in a particular machine or process.
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A.2 Project Results

Regarding training outside the factory. four staff members have now been selected for
short-term, specialist in-country training courses. Topics to be covered will be Fitting,
Machining, Blacksmithing or Welding, each participant to undertake one of these courses.

2.10 Establishment of a marketing mechanism for SAIMMCO

A markeling strategy was proposed by the marketing consultant in April 1996. This was
designed to suggest a range of marketing activities which could enable SAIMMCO to reach a

wider potential customer base.

One of the major outcomes has been the arrangement agreed with MAGRIC (U) Lid.
Kampala who have become the main outlet for SAIMMCO products through MAGRIC's geod
relations with a number of aid-agencies and NGO's involved in agricultural development projects

at national level.

2.11 Establishment of an administrative system

The basic financial administration and stock control systems were developed during
earlier stages of the project implementation and these have been continually refined according

to needs.

As the company accountant resigned in March 1996, SAIMMCO experienced some
difficulties in being able to prepare the financial accounts for the operational and financial year
1995-96. Presently, the accountant has not been replaced due to lack of qualified personnel in

the area and records are maintained by a bookkeeper.

The SAIMMCO financial statements for 1995-96 were prepared by the short-term
financial consultant and are reproduced in the 7th Progress Report.

2.12 Progress achieved with privatization arrangements

During the Tripartite Review Meeting on 5 October 1994, it was agreed by the parties
concerned that a privatisation strategy should be prepared for SAIMMCO.

The privatisation issues are still at a preliminary stage and the Privatisation Unit under
the Ministry of Finance is preparing to initiate the steps which need to be taken.

The issue of land ownership is presently being resolved by the District Land Committee
in Soroti.

The workshop staff have not yet received their letters of appointment from the Ministry
of Agriculture, Animal Industries and Fisheries. MAAIF has also still to issue the Terms and

Conditions of Employment for the staff.

These unsolved issues could lead to turther delay to the process of privatisation.
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PART B
PROJECT EVALUATION

1 PROJECT IMPLEMENTATION PERFORMANCE
1.1 OVERALL PROJECT IMPLEMENTATION PERFORMANCE

1.1.1 Delivery of inputs specified in the project document

External project inputs specified in the PRODOCs originated from two sources.

Firstly, UNCDF provided funds destined for the reconstruction and equipment of the workshop,
transport equipment and the construction of three prefabricated houses for the international staff.
Secondly, UNDP provided funds for technical assistance, administrative support staff, travel on
official mission, mission costs, training and a certain amount of both non-expendable and
expendable equipment. Delivery of these inputs was channelled through UNIDO as executing
agency who in turn, sub-contracted field execution to Hassall & Associates on the basis of a

standard international tendering procedure.

A project vehicle was procured directly by UNCDF well before project activities
commenced which, although providing timely transport when finally needed, meant that the
vehicle already had some 100,000 km of use and required extensive overhaul at project start-up.

Project funding appears to have been smoothly arranged during initial activities and
indeed the sub-contractor working on behalf of UNIDO, initiated work in February 1993 despite
their contract not being finally signed until July by Hassall & Associates and in August 1993 by
UNIDO. It is felt that this emphasises the dedication to the task shown by the sub-contractor and

implies encouraging support from the executing agency.

The first surprise occurred in June 1993 when the former owner of A.H. Engineering
reappeared and presented a repossession certificate for the site which had been issued by the
Departed Asian Property Custodian Board. As confirmed national ownership of the site had been
one of the preconditions for project approval, UNCDF funding for the construction and
rehabilitation phase of activities was frozen in September 1993 until the matter was legally
settled by the GoU almost immediately afterwards. The precise timing of this rapid tum of

events may be summarised as follows:

10 September 1993 Factory site handed over to Wade Adams, the civil works
sub-contractor
20 September 1993 UNIDO agree to Hassall proposal (of 17 September) to halt
construction activities
24 September 1993 GoU confirm settlement of their ownership of the site
™ ~ Gl e - S—
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Misgivings concerning projected plant performance had already been expressed in the
July 1991 report by Roger Shotton (important reference documents are listed in Appendix 4 und
henceforth will only be referred by author and date). This matter was further studied and
commented upon during the site visit by the UNIDO back-stopping officer in November 1992
(see Belo, 1992). The Project Inception team fielded by the implementation sub-contractor
(Hassall & Associates) in March 1993 also suggested a reduction in projected plant output as
originally indicated in the PRODOCsS, together with a corresponding reduction in the production
equipment which should be procured.

UNCDF continued to be deeply concerned regarding viability of the project and despite
settlement of the site ownership question described above, decided to continue the freeze of
investment funding until the matter could be further clarified. The civil works contractor (Wade
Adams) was accordingly instructed to halt all activity as from 1 November 1993.

The project team spent considerable time in early 1994, supplying information to UNCDF
which was required for additional financial analysis of the commercial viability of SAIMMCO
and which directly concerned their contractually agreed investment in the project. UNCDF
followed up these studies by fielding a specialist mission in March 1994 to further review the
project’s potential viability and its support value to the agricultural industry (see Baerez and
Odeke, 1994). The positive proposals contained in this report led UNCDF to unfreeze the
investment tunds and civil works eventually recommenced on 3 May 1994. The total stoppage

period had then been 6 months.

The Evaluation Mission considers that this halt in civil works and equipment
procurement has had an important effect on praoject results:

- An additional cost of some USS 100,000 to the civil works (with a
corresponding increase to the UNCDF grant/loan)

- A loss of revenue of some USS 35,000 to SAIMMCO (which has now
been repaid as compensation to the company through a corresponding
increase to the UNCDF budget)

- Adelay in the build-up to full workshop production of 6 months with a
corresponding reduction to the duration of technical assistance to be
supplied during the production phase.

On the positive side, the extended curtailment of production activities provided project
management with the time and opportunity to upgrade the company's administrative procedures
and systems and to rationalize a situation considered as over-staffing (see Hassall, 3rd Progress

Report, July 1994, p.2).

After activities were fully re-initiated in May 1994, the inputs specified in the project
document appear 1o have been delivered in a timely and efficient manner, contributing to the
many successful aspects of project outputs which are mentioned elsewhere in this report.

The project documents also identify inputs to be supplied by the GoU totalling US$

§85,000 which cover a working capital of US$ 472,000, a transfer of existing assets valued at
US$ 73,000 and preoperative expenses of USS 40,000 (see UNDP PRODOC, 1987). In the
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event, MAAIF paid local staff salaries of the then Low Cost Farm Equipment Project trom the
date of signing the PRODOC (1987) until the establishment of SAIMMCO (U) Ltd in 1990.
These salaries continued to be paid by MAAIF until September 1994, complimented by a
payment of USh 60 million for raw materials made in July 1995. Total GoU inputs through the
MAALIF from 1990 to 1996 amount to USh 312,875.873 (see Appendix 12 for details of these

payments).

Although it is difficult to reconcile the agreed inputs with the eventual support
provided by the GoU, the Evaluation Mission recognises the importance the
GoU has attached to this project and their endeavours through financial inputs
50 as to ensure its successful completion.

1.1.2 Efficiency and flexibility during implementation by the key actors

As has already been described in PART A, assistance to the Soroti facility concerning
production of agricultural implements and equipment was originally considered in early 1980 by
a UNIDO programming mission. Later in the year, the GoU requested UNCDF to consider
financing both equipment and raw materials for the facility and UNCDF contracted Sores Inc.
to undertake an investigation in 1981 concerning support for the then Low Cost Farm Equipment
Project of the MAAIF. A techno-economic manufacturing analysis was carried out in 1983-19835
on behalf of UNIDO and UNDP and these agencies judged the project feasible. Instability in the
region no doubt delayed project formulation until eventual signing in August 1987.

During the insurgency which occurred after the project had finally been formulated and
agreed, further radical changes took place within the project 1arget region, notably a dramatic
reduction in the cattle (and hence, draft oxen) population. Although much on-farm equipment
may also have disappeared or been sold during this period and until eventual project implementa-
tion commenced in 1993, there may have occurred a misjudgment of the estimated equipment
needs for the region (see GEMCO, 1990). Early waming of possibly over-optimistic production
requirements was reported by UNCDF in 1991 (see Shotton, 1991). UNIDO replied to these
observations following a 1992 field mission by their back-stopping officer (see Belo, 1992) but
clearly the discussion was never concluded before UNIDO had selected and fielded a suitable
sub-contractor (Hassall & Associates) for project execution.

The sub-contractor was on site in February 1993, although their contract was only finally
signed 6 months later in July/August 1993. As already reported above in Section B.1.1.1,
investment financing was suspended in November 1993 pending further review of the project’s
financial viability.

This leads the Evaluation Mission to observe:

- Jailure to satisfactorily resolve the issue of project viability before
implementation commmenced (a negative observation)

- rapid response of all key actors (UNCDF, UNDP, UNIDO, GoU, Sub-
contractor) to commence activities as soon as possible during early 1993
(a pasitive observation)
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The Evaluation Mission considers that the extremely short duration of field visits during
the early appraisal and programming missions (apart from the "GEMCQO" mission of 1989) ma\
have meant insufficient data could be collected at the time and may have lead to the serious

doubts concerning project viability which eventually arose.

The Mission also observes that even since commencement of project activities in 1993.
both local and regional conditions continue to change rapidly and continual management
adjustments were, and will continue to be required if the Soroti facility is to become a profitabie

(rather than a "socially benevolent”) enterprise.

The Evaluation Mission fully supports the socio-economic justification for
maintaining the facility in this important agricultural production region.

1.1.3 Assistance, monitoring and backstopping provided by UNIDO

UNIDO originally fielded a programming mission back in 1980 which eventually lead.
in conjunction with similar inputs from UNDP and UNCDF, to the formulation of the respective
PRODOCS. Regular backstopping and monitoring missions have been fielded by UNIDO
Headquarters throughout the preparatory and execution phases of the project.

Upon appointment of the sub-contractor responsible for project execution, local problems
and queries were resolved by direct consultation between the project office in Soroti with the
UNIDO office in Kampala which was originally staffed by the UNIDO Country Director (UCD:

and a Programme Officer.

In early 1994, the Kampala post of UCD was abolished and project direction came under
the Nairobi office of UNIDO in Kenva. Routine project assistance today is thus handled by the
UNIDO Programme Officer. These arrangements have proved satistactory. One should however.
mention the early difficulties regarding communication between Kampala and Soroti which was
then almost impossible by telephone. A radio system was installed but this also rarely providec
optimum communication means. More recently, the telephone link has considerably improved.
fax communication is regularly used and both SAIMMCO and the UNIDO Programme Officer

are connected to electronic mail.

The sub-contractor is supported by regular monitoring and back-stopping visits by the
Regional Manager from their Head Office in Canberra, Australia. Consultation on major issues
normally takes place directly between UNIDO, Vienna and the Canberra office of Hassall &

Associates.

All these arrangements seem to have proved satisfactory when consideration is
given for the communication difficulties already referred to above.

1.1.4 Logistical and other support provided by UNCDF and UNDP

The UNCDF Kampala office is staffed by a Programme Officer who handles all locai
matters concerning UNCDF inputs and of course, participates in the Tripartite Reviews (TPR:
and other important project meetings. Major policy and management discussions and decisions
are negotiated directly between UNCDF Headquarters, New York and the executing agency.
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UNIDO Headquarters, Vienna. Pertinent directives are then delivered to the sub-contractor’s
Canberra office.

These arrangements have normally proved both logical and satisfactory. However one
might refer again to the events leading up to the stoppage of civil works in 1993/94 described
in Section 1.1.1 above. The early difficulties in communication with the Soroti project site have
already been highlighted and may have contributed to the field staff in Soroti being taken
completely by surprise when the directive to stop civil works a second time was eventually

delivered in late September 1993.

The Evaluation Mission considers that it would have been preferable for the
sub-contractor’s field staff to have been better informed of the doubts then
arising concerning the project’s viability as clearly the eventual and rapid
development of events must have affected morale of all parties concerned.

Local direct support from UNDP consists mainly of organising the technical assistance
inputs and settling items such as local daily subsistence allowance payments. The majority ot
other UNCDF and UNDP inputs were channelled through the executing agency (UNIDO) and
were delivered either directly or under the terms of reference of the sub-contractor. For locally
arranged UNDP and UNCDF assistance, there was normally an attempt made by the sub-
contractor to forewarn the Kampala office of intended project staff visits from Soroti so as to
programme administrative matters to be dealt with as speedily and as efficiently as possible. The
Mission was informed that the UNIDO Programme Officer (the UNDP officer most frequently

concerned) was particularly helpful in this respect.

This is an important aspect to mention as any time lost dealing with administrative
matters in Kampala causes increasea daily subsistence costs which adversely affect the overhead
costs of SAIMMCO, a company striving to reach a profitable situation. Both UNDP and Goli
administrative procedures can be time consuming and the Mission was not surprised to learn that
despite the efforts described above, extra days were still lost in Kampala not infrequently.

1.2 DETAILED ASPECTS OF PROJECT IMPLEMENTATION PERFORMANCE

1.2.1 Clarity and adequacy of inputs and planning for desired outputs

Project input funding was to be used for the civil work of reconstruction, equipment.
technical assistance, training, together with incidental expenses associated with execution of the
project (support staff, transport, certain expendable equipment, etc.). Some five and a half years
passed between signing the project agreement and the start of the execution phase in February
1993 and so it is hardly surprising that adjustments were needed regarding the nature of some
of the inputs originally foreseen. The two PRODOCS concermned will be discussed conjointly as

they cover the same overall objectives.

The LNCDF PRODOC is relatively concise and lists a total of 15 expected "Outputs”.
In contrast, the UNDP PRODQC 1s much more lengthy and the Appendices are particularly
difficult to interpret. The essential texts of the standard parts of both documents are almost
identical, although differences do occur due to the final objectives targeted by these two funding

~of
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agencies. One must admit that the distinctive roles to be played by each of these donors would
normally prove difficult to understand without prolonged and detailed study of the PRODOCS
concerned. The Evaluation Mission is aware that project formulation procedure has undergone
major changes since 1987 (date of the present agreements) and thus declines to comment further.

The Project Inception Report (1993) provided much clearer guidelines for field activities
and has in fact formed the basis for the development of the major practical approaches applied
during the execution phases of the project. Mention should also be made to the very clearly
written TORs prepared by the executing agency for their sub-contractor (UNIDO, 1993).

Amongst "Inputs” outlined in the PRODOCs for the construction phase, provision was
made for constructing three prefabricated houses for project staff in Soroti, an aspect
subsequently modified as local housing was found to be available during this interim period.

The new plant layout had already been planned by consultants before the project
agreement but in their bid, the eventually successful proposal of the present UNIDO sub-
contractor (Hassall & Associates) suggested that cost reductions to the civil works could be
achieved by using prefabricated roofing materials and the construction of a non-definitive
structure based on received shipping containers and recovered building matenials. Although the
matter seems to have been discussed further, eventually the sub-contractor undertook to direct
the civil works according to their onginal terms of reference (see Belo, 1992, p.36).

The Evaluation Mission was informed by the sub-contractor that had the
alternative layout and construction method been approved, significant cost
savings may have been possible during the construction phase. As this would
have directly affected the eventual total value of the grant/loan, this matter may
have important implications.

In the event, of the US$ 655,000 budgeted in the UNCDF PRODOC, total costs for Civil
Works eventually rose to some US$ 884,000 (see Balance Sheet at 30 June 1996 in 7th Progress
Report). Of this amount, some US$ 100,000 of the overspending has already been attributed to
the stoppage of civil works in November 1993 (see Section 1.1.1 above).

Inputs destined for re-equipping the facility were reviewed in the Project Inception Report

(1993). The originally planned plant production levels described in the PRODOCS had already
been reviewed by both UNCDF and UNIDO (Shotton, 1991; Belo, 1992). The equipment
proposals made during a preparatory mission in 1990 (GEMCO, [990) were considered
inappropriate and substantially modified by the Project Inception team. The I[nception team
estimated that savings of some US$ 128,840 could be achieved on the equipment budget and

suggested that these might be better used by purchasing additional raw materiais.

As of mid-1996 when the Production Phase had already been established. total equipment
investment costs had amounted to less than US$ 500.000 (see the SAIMMCO Balance Sheet at
30 June 1996 which is annexed to the 7th Progress Report). This had originally been budgeted
at US$ 693,000 in the UNCDF PRODOC. A summary of these investments is included in

Appendix 6.
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The Evaluation Mission concurs in recognising the considerable cost savings
achieved by the sub-contractor, whilst still ensuring that the plant was equipped
with a versatile and suitably productive range of machine tools and equipment.
Imaginative renovation procedures applied during the rehabilitation of existing
machinery centainly played a major role in this strategy.

1.2.2 Identification of project beneficiaries

The PRODOCS do not specifically highlight project beneficiaries but mention is made
in the UNDP PRODOC (p.5) of the estimated benefits which should affect 28,000 rural people
of Northeastern Uganda. Both the UNDP and UNCDF PRODOCS further indicate that the
project will provide direct employment for 91 workers and management personnel and generate
income to the rural population of over US$ 3 million per year at full production of the facility.
Project formulation procedure has fortunately since been considerably improved and so the
Evaluation Mission declines to comment on this generalised and vague targeting of the project

beneficiaries.

The Project Performance Evaluation Reports (PPER) required by UNDP-UNIDO enquire
(Part 1V, Q.5, p.1) as to "who are or will be the beneficiaries of the praject?”. The August 1995

PPER identifies these as:

- Primary producers (farmers)

- Regional agro-industnial enterprises

- Transport industnies (for the ox carts)

- Local traders (benefitting from "trade skills” to be imparted by SAIMMCO)
- End users requiring to shell groundnuts more easily

- Agro-industries using the SAIMMCO groundnut roasters

- Institutions and individuals

The "Marketing Report” included in Appendix 4 of the Seventh Progress Report (1996)
is lucidly written and clearly identifies potential clients for products of the facility and indicates
which of these might be most successfully targeted. These may be summarised as follows:

- Direct and Distributor sales to Aid-funding agencies
- Direct sales (to farmers and other agricultural clients)
- Direct sales of light engineering services (agricultural, agro-industrial and other)

The Evaluation Mission notes the loose and imprecise identification of target
beneficiaries in the project design but recognises this was rectified to a
reasonable extent during the implementation stage.

An important aspect which never seems to have been considered concerns the potential
effects of the project on rural artisans wha may produce either agricultural implement spare parts
(eg. plough shares, landsides, etc.) or even complete equipment (ploughs, carts. etc.). These
artisans may have stood to benefit from iacreased sales of spare parts, may have beern allowed
access to special raw materials (eg the boron steel imported by SAIMMCO) and max perhaps
have benefitted from part of the UNDP funded training incorporated into the PRODOCs.

N s



26 PART B: Evaluation
B.1 Implementation Performance

Alternatively, these same artisans might have been put out of a job due to locally
available, high quality spare parts originating from the Soroti facility and from the impossibility
of marketing their cheap, low quality implements and spares in the face of competition of the
high quality products from SAIMMCO.

The Evaluation Mission, during their brief field visits, was only able to estimate
that the number of such rural artisans who might have been concerned in the
region is only very small. However, they concur that in order to ensure long
term sustainability of mechanised agriculture in the target area (through the use
of both handtools and draft animal power), their importance is paramount and
at least some of their needs should have been taken into consideration during

the early stages of project formulation.

1.2.3 Institutional arrangements

The institutional arrangements and the efficiency of inter-institutional arrangements for
project implementation might, at first hand, seem rather complex. They have already been
outlined earlier in this Section of the Project Evaluation and in general (see 1.1.2, 1.1.3 and

1.1.4) ...

the institutional arrangements seem to have been satisfactory for what is
considered overall as a successfully implemented project.

1.2.4 Project work plans

Tentative Work Plans were included in both the UNCDF and UNDP PRODOCS. The
UNCDF plan commences in January 1986 (20 months before the project agreement was signed)
and extends to 1990. One should record that this plan suggested that the plant couid be renovated
and re-equipped so as to allow commencement of workshop production activities after some 18
months. The UNDP plan was organised in preparation for the TORs for the Sub-Contract A and
covers the period January 1988 to 1992. Unfortunately, the plan cannot be readily interpreted
as the page indicating the production schedule mysteriously transforms into a table of production
figures, before reverting again to a Work Plan schedule. One is lead to interpret that this plan
considers that the first year of limited plant production would be Year 2.

With this rather vague guidance, the Project Inception Team produced a revised Work
Plan which was both clear and logical. It included a number of “"Milestone" dates which were
in fact, largely included in the sub-contractor’s Contract for service payment purposes. In this
Work Plan, limited production was scheduled to commence only 12 months after the project

start-up date (ie. in February 1994).

During project implementation, the sub-contractor submitted regular updated 6 or 12
monthly work plans in each of the seven Progress Reports written to date. The most important
change which has occurred during the implementation phase concerns the delay in initiating
production in the reconstructed plant.

A total delay to the start-up of plant production of some 10 months eventually
occurred due i) to the 6 month stoppage of civil works and ii) due to time over-
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runs by the civil works sub-contractor. This has thus reduced the period of
technical assistance applied on the shop floor by a corresponding amount. The
Evaluation Mission considers this a most important aspect and emphasises the
need to maintain the General Manager in post at least until January 1998 and

preferably to April 1988.
1.3 ASSESSMENT OF THE PERFORMANCE OF THE SUB-CONTRACTORS

1.3.1 The UNIDO sub-contractor appointed for project implementation

A 4 year turnkey contract was arranged to cover the period | February 1993 to 31
January 1997 (UNIDO, 1993). Tasks included the following:

- Construction/renovation of the factory premises,

- Supply and installation of equipment,

- Supply of raw materials sufficient for one-year of fuli production,

- Supply of specialists for the operation and improved capability of the tactory.

- Provision and organization of training,
- Undertake marketing, planning, administrative and other technical assistance.

- Manage the factory for three vears after a one-year construction phase.

The contract was awarded to Hassall & Associates Pty who formed an association with
Agnisystems (Overseas) Lid and Kagga and Partners (Uganda) Ltd. The work programme was
split amongst the associated companies such that Hassall took charge of project direction and
management, Agrisystems supplied the Chief Production Engineer and the short term technical
consultancy inputs and Kagga and Partners acted as the site engineers during the construction

phase.

Some changes to the inputs were suggested during project implementation and agreed to
by the executing agency. For instance, the 12 month post of the Financial and Administrative
Expert was suppressed but a short term financial consultancy added. Elsewhere, the period of
expertise provided through the post of Production Engineer was extended from the original {8
months to a total of 42 months (see Appendix §5). The UNDP (UNIDO) posts of Chief Technical
Adwviser and Administrative Liaison Officer were suppressed (see Section A.1.6.2).

Referring to the last item in the TORSs, due to delays in hand-over of the reconstructed
premises by the civil works contractor which did not take place until February 1995, workshop
production could only start up in April 1995. Hence, the total period of shop floor technical
assistance will only amount to some 21 months by the end of January 1997, the originally
projected date for project completion. This matter will be referred to again later in this report.

It is only appropriate in this section to attempt a global assessment of the major ettorts
which the sub-contractor has made in order 10 successfully achieve the outputs as specified in
their terms of reference, when the reader also refers to the detailed positive aspects concerning
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their implementation performance which are mentioned elsewhere in this report. The Evaluation
Mission understands that the sub-contractor’s implementation performance has been favourably
recognised by the funding and executing agencies. They also believe that it has been fully
appreciated by the GoU, even if some difterences of opinion have occasionally and inevitably
occurred. As these are considered minor, they will not be discussed further.

In conclusion, the Evaluation Mission would like to note the highly satisfactory
performance of the sub-contractor during project implementation.

1.3.2 The sub-contractor appointed for civil works

Wade Adams were eventually selected as the sub-contractor charged with undertaking the
civil works and the site was handed over to them on 10 September 1993. As has already been
described in Section B.1.1.1, work was then suspended from | November 1993 and not
recommenced until 3 May 1994. The works were scheduled to take a total of 6 months and there

were penalty clauses should additional delays occur.

For a number of reasons which are fully described in the Final Report of the UNIDO
appointed supervisor of the civil works (Seka Associates, 1995), there were indeed unfortunate
and avoidable additional delays which meant that the site could not be provisionally handed over
to the project implementation sub-contractor until February 1995.

The Evaluation Mission notes the resulting reduction in time which the
implementation sub-contractor could thus spend on the shop floor in the
rehabilitated facility. This in fact dropped from the planned 36 months shown
in their TORs down to only 21 months as to January 1997.

1.3.3 The supervisor for the civil works

A local firm was eventually appointed by the executing agency (UNIDO) to undertake
the task of supervising the civil works. Seka Associates undertook this task, attending regular
site meetings and eventually preparing their Final Report already referred to above. This task
appears to have been accomplished with satisfaction to the contracung client.

1.4  ASSESSMENT OF PRODUCT QUALITY AND APPROPRIATENESS

1.4.1 Product range

Publicity brochures concerning the product range of SAIMMCO are presented below in
Appendix 8. They include the 8 inch Sungura plough, the toolbar tillage system, the ox-cart and
three alternative sizes of hammer mills. Other equipment which has been produced and sold in
small quantities include the dam scoop, the diamond spike tooth harrow, the groundnut sheller,
the groundnut roaster and hand operated oil presses.

In addition, the company has undertaken light engineering work which has involved
developing specialist products from sketches. photographs or occasionally from drawings. These
items include water tanks, well drilling structures, steel moulds for casting concrete road

culverts, manhole covers, etc.

- e
1
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Non-factory products include services for water delivery within Soroti, typing, desktop
publishing and photocopying services.

1.4.2 Product design, quality and appropriateness

Basic product designs may perhaps be described as "traditional” for Eastern and Southern
Africa and even parts of anglophone West Africa. The plough design, for instance, is based on
the curved beam which was mass produced in South Africa from early in the 20th century and
has been reproduced in a similar form and section in other countries such as Zimbabwe and
Nigeria. The differences incorporated into the “"Sungura® plough are multiple and involve
detailed aspects which the Mission judge as "innovative". For instance, the mainly non-
functional vertical regulator linkage has been replaced by a very simple adjustment system, the
support wheel diameter and width has been increased and the adjustment made simpler and does
not require the use of a spanner. In addition, the handles have been reinforced and a skid
provided on one handle to avoid damage during traditional transport dragging the plough along
the ground without using a sledge or cart (Fig.3 in Appendix 11). A horizontal regulator has
been provided which although simple, is nowadays judged unnecessary.

Wearing parts are made from boron steel which tends to last at least four times as long
as locally available parts which consist either of low quality.imports or are made by the rural
artisans. One aspect commented upon by several farmers concerns the plough weight. This
depends heavily upon the section thicknesses used for the product components. A lighter plough
seems to have a lower overall draft requirement but obviously will also be correspondingly
weaker. The classic example in Uganda was the last importation of considerable numbers of light
ploughs from India which have since proved to be grossly under-strength and have been widely
rejected (even discarded) by the farmers. The "Sungura™ plough maintains its reputation tor
robustness, a reputation earned possibly during the 1960's and 1970’s and continued today with
the updated design produced by SAIMMCO. Regarding weight, the Mission judges this "heavy”
at 45.5 kg and suggests that the weight needs to be reduced by some 10 kg.

The _toolbar tillage system or RHS tooibar (rectangular hollow section) consists of a
beam welded from two RHS pieces so as to form a bend rather similar to the familiar curved
beam so well known in the "Sungura” plough. Accessories available include the 8 inch
mouldboard body, groundnut lifter prongs, a rnidger body and a 3 tine cultivator/weeder with
either reversible points or 30 cm sweeps. A planter will be developed in the near future. Such
an implement is virtually unknown in Uganda (although small numbers were made for a short
period by the West Alcoli Cooperative Union, or "WACU?~, in Gulu). It remains to be seen it
through aid agencies, NGO’s and development projects, interest in this implement can eventually
be generated. The implement fitted with a plough weighs 43 kg and with the weeder, 49 kg
which again is considered too heavy - 2 maximum weight of some 35 kg would be preferable.

The hammer mill has also been subjected to design efforts. The screen area has been
increased by lengthening the wrap to 210°. Good balancing is achieved by using jigs during
manufacture. The sheet metal body is solid, fittings are accurately made so losses are small from
the mill and the cyclone. Twin hammers made trom boron steel are solidly bolted to the arms

and output is high when compared with mills powered with a similar engine or motor.

- ——— .,_*
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The ox_cart consists of a

low-slung box, commonly used In
East Africa although strangely,
carts are rarely used in Uganda.
Although advertised as an ox cart,
it might be advisable to also offer a
model with two drawbars suitable
for hitching to a donkey. Donkeys
are gradually being introduced
throughout South Western, South-
ern and Eastern Uganda and over
1,000 are now being used for
transport purposes (carrying pack
loads). The SAIMMCO cart would
be equally suitable for hitching to
single or pairs of donkeys.

The cart is characterised by
having wooden bearings which
could be replaced by village arti-
sans. The box itself is tight fitting
so as to avoid any losses of loose
grain. It is normally equipped with
steel wheels but recycled nms with
old tyres can also be fitted if
required.

Although the design is
considered good and robust, the
sale price would appear high (see

Appendix 13) and may place 1t out Fie. 1 The SAIMMCO ok . !
of reach of most farmers. An '8 ¢ cart with capucity of 1 tor.

attempt to reduce production costs
would merit attention.

1.4.3 Assessment of other plant activities

Other activities include light engineering and repair or manufacture of spare parts. Many
of these specialist orders require designs to be developed from sketches, photographs or simply
from ideas of the client. Specialist jobs for reconditioning damaged componcnts brought in from
agro-industrial or other clients also require imaginative analysis before a suitable repair method
can be identified. These jobs still rely heavily upon the specialist experience and knowledge of
the technical assistants but gradually through on-the-job training, the shop floor staff is gaining

experience as to how to tackle these specialist orders.

Several NGO’s have requested small-scale processing and other equipment for their
projects. Examples include a screw press (in this case used for shea butter), a groundnut sheller
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and a groundnut roaster. SAIMMCO have also made animal drawn dam scoops for earth moving
during construction programmes in the rural areas. These designs have usually been based upon
already proven designs such as those publicised by groups involved in what is known generally
as intermediate or appropriate technology. The product quality of equipment such as this made

by SAIMMCO has been very well received by the clients.

1.4.4 Assessment of non-factory production activities

SAIMMCO is also marketing a number of non-factory services. The first of these is
available due to the factory having a deep bore-hole well on site, so allowing the sale and
distribution of clean drinking water to many clients in the town. The water is delivered by a
SAIMMCO truck fitted with a tank. Secondly, they have a good range of office and computer
equipment which is not available elsewhere in Soroti. SAIMMCO is thus able to market services
such as typing, photocopying and desktop publishing. Thirdly, SAIMMCO have also accepted

contractual transport services, mainly truck rental.

1.5 ASSESSMENT OF THE ROLE PLAYED BY THE GoU

1.5.1 Delivery of inputs

The delivery of inputs by the GoU has already been described above in Section 1.1.1 and
it was observed that this appears to have been generally satisfactory.

1.5.2 Participation in implementation

The GoU supplied project personneil tor the posts of National Project Director.
Production Engineer, R&D Engineer and Company Accountant (see Appendix 3). In addiuon.
the two Ministries concerned (Finance and Agricuiture) were normally present at the Tripartite
Reviews. One notes that relatively few site visits were made by senior officials during project

implementation.

A number of aspects leads the Evaluation Mission to consider that Government
participation could have been improved to the benefit of all parties concerned.

For instance, repeated mention is made in the TPR Minutes to the establishment of a
Project Advisory Committee (PAC) and yet this has never been accomplished . Perhaps most
important matters were dealt with during the TPR’s themselves but if this was indeed the case,
one wonders why insistence on forming the Committee was reiterated for so long.

A second aspect merits attention even at this late stage in project execution and concerns
marketing. It appears that although some aid agencies are now aware of the SAIMMCO product
range, others are not. For instance the Mission learnt that "Global 2000" may be planning to
import over 100 “Rumpstad” type ploughs from Tanzania in the near future. These ploughs have
previously been considered unsuitable for Uganda (see Project Inception Report, 1993). It is felt
that MAAIF could perhaps have been more dynamic in publicising and in assisting the marketing
of the SAIMMCO product range and services and also in indicating which types of ploughs are

generally preferred in Uganda.
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A third aspect involved the tormulation of the Conditions of Service tor the SAIMMCO
personnel which has taken considerable time and, in the view of the Mission, has given rise to
labour dissatisfaction and even temporary work stoppages over the last year. It is understood that
this matter is now close to solution.

1.6 ASSESSMENT OF THE PLANT POTENTIAL AND ITS PRIVATIZATION PLANS

1.6.1 Market potential and conditions for plant products

The main justification for the project, as given in the 1987 PRODQC:s, is that one of the
key impediments to accelerated agricultural development in Uganda has been identified as a lack
of farm inputs and particularly of implements.

The GoU recognises the important role of the small farmers in the agricultural sector and
hence the development of the economy through increased productivity of these farmers is an

essential Government priority.

Due to the dramatic reduction suffered by the animal population in the 1980°s described
above (see Part A, Section 1.1), a re-stocking programme has been undertaken and is now well

advanced as shown in the following Table:

Effect of re-stocking programme on Soroh cattle population:

1980 360,000 (original population)
1996 Oct. 85,000 (of which 75 % are oxen)
1996 Dec. est. 100,000 (of which 75 % are oxen)

Source: District Agricultural Office. Soruti

The progress of the re-stocking programme has been slower than originally anticipated
and stocking levels have only reached about 25 % of the 1980 level in the Soroti area. Priority
has been given to bringing in oxen and in fact the draft animal population may soon reach 1980

levels.

The loss of draft animals had a major impact on the agricultural production in Uganda.
However, it seems that the loss of implements was much less acute than that of animals and
although badly in need of repair, ploughs are still available in significant numbers. SAIMMCO
had little difficulty in recuperating some 5,000 old plough beams from the close to Soroti, with
a view to converting them back into fully operational ploughs. Other equipment (mainly ploughs)
has been sold locally for scrap or exported across the border to Kenya, aithough actual quantities

involved in this trade are difficult to estimate.

As part of emergency measures, considerable importations ot ploughs (perhaps 5,000)
were made from India through the Agricultural Development Project (ADP) and also perhaps
3,000 through the Uganda Commercial Bank (UCB). These were sold at prices subsidised both
within the country of origin and locally in Uganda which has certainly distorted local costs for
ploughs and has influenced the marketability ot the more expensive SAIMMCO model. Although
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ADP and UCB plough stocks are now exhausted, a secondhand market still exists. There also
remain stocks of imported shares and some landsides which can still be purchased locally tor
half the price of ones manufactured by SAIMMCO, which is less than the actual material cost
for these components. The local blacksmiths also make shares at even lower prices, however

their quality is generally unsatisfactory.

The demand for ploughs and spare parts for SAIMMCO ploughs has thus been lower than
projections described in the PRODOCs. Although there is a clear difference in product quality,
SAIMMCO producing a far superior product, this has not yet been reflected in their sales figures

for this type of equipment.

As the impact of the restocking programme takes effect and existing low quality
equipment imported by ADP and UCB falls into a state of disrepair, it is likely that the market
will again recover. It should be understood however, that the SAIMMCO profit margin on such
equipment is only marginal at some 10 - 15 %. Their prices have beer further increased by the
introduction of VAT in July 1996 amounting to 17 % which would indicate that additional
caution should be exercised when projecting future markets.

The Evaluation Mission considers that sales of agricultural implements directly
to individual farmers are likely to remain very low in the near to medium future
and overall demand will be much more strongly influenced by the various aid
agencies and NGO’s operating in the agricultural sector where product quality
rather than price is generally considered of paramount importance.

The project always pianned a diversified production at SAIMMCO and other agricultural
equipment produced includes animal drawn carts, a spiked tooth harrow, dam scoops and
hammer mills. Of these. the hammer mills have the highest cost value and about 40 % of
revenues between | February and 31 July 1996 represented agricultural equipment other than
ploughs. The main clients have comprised aid agencies and NGQO's. reinforcing the view
highlighted above. It should also be noted here that the sale value of SAIMMCO hammer mills
still remains well below comparative prices of imported models.

In order to offer a rough estimation of potential sales of this basic agricultural equipment.
the Evaluation Mission presents the Table of observations which appears below. It is noted that
the Mission foresees sales of this type of equipment at levels far below those predicted in the
PRODOC:s and also considerably less than those as revised by the various review missions. The
sales volumes should be considered as only indicative but it is thought that the order of
magnitude is reasonably realistic (within a factor of 5 - other predictions are frequently more

than 10 times the levels indicated).
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Equip- Market limitations Recent Possible
ment Annual SAIMMCO
Market market
A (1989-95) share
Plough Some 8,000 ploughs imported and distributed at | 500-3,000 500-1,500
highly subsidised prices by ADP and UCB
between 1989 to 1994.
SAIMMCO model robust but double the price
of second-hand, poor quality ploughs currently
on the local market. SAIMMCO profit margin
on oloughs low.
Plough Very cheap but poor quality spares originating Perhaps Perhaps
spares from ADP and UCB importations still available for tor
at very low prices. Blacksmiths also produce 10,000 1,000
very cheap spare parts. ploughs ploughs
SAIMMCO plough spares are costly and rarely
purchased by individual farmers. They are
made of highly durable steel (boron steel).
Carts Rarely used in Uganda (which is surprising). 100-500 100-200
(but mainly (but could
The SAIMMCO model is relatively costly but donated rise
robust and of gooa quality. A model suitable or well dramatically
for donkeys should be developed (a cheap subsidised) with
wooden one is already manufactured in Karam- promotion)
oja District).
Toolbars | Relatively unknown and not used currently in 10-20 20-40
Uganda. (but could
rise
Marketing this item will require active assist- slowly
ance of the agricultural extension services. with
promotion)
Hammer | The SAIMMCO model has proven efficient and 100 10-50
mills highly competitive in price when compared per year (however
with imported models. reported the market
in the could rise
The profit margin on hammer mills is inter- early 1990’s sharply
esting to SAIMMCO. with aid
interven-

tions)
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The cotton sub-sector is being revitalised mainly through interventions stimulated by the
World Bank. The Smallholder Cotton Rehabilitation Project (SCRP) is now completed and the
much more significant and nationally directed Cotton Subsector Development Project (CSDP)
is now fully operational. Privatisation and rehabilitation of cotton ginneries constitutes a major
element of this Programme and SAIMMCO has already established itself as the only service
company available in Northeastern Uganda, capable of undertaking complex repair tasks and

fabricating valuable replacement parts and components for the ginneries.

Whereas this was originally envisaged as an activity which would only represent some
25 % of company revenues, this has already reached some 33 % in 1996. Other agro-industries
are also likely to expand or be renovated and market prospects seem bright for these “light
engineering service" activities.

Non-factory related activities of SAIMMCO have demonstrated that with judicious
management, these may also be marketed within the local environment. Revenues originating
from photocopying services, desktop publishing, water delivery and truck rental have already

been mentioned elsewhere in this report.

1.6.2 Assessment of the SAIMMCO Marketing Strategy

A marketing strategy has been progressively developed by management personnel since
the commencement of project activities. This effort was further reinforced during two short term
inputs of a marketing consultant in 1995 which served to clarify the strategy and highlight what
were considered to be the most crucial aspects. Appendix 16 summarises the major recommen-
dations suggested for adoption as the marketing strategy of SAIMMCO during this marketing

consultancy (see Progress Report No.7 for the full report of these missions).

These marketing recommendations are fully endorsed by the Evaluation
Mission.

It was observed that several of the key points of the proposed marketing strategy had
already been addressed whilst others remained in suspense at the time of project evaluation. It
should be appreciated that the actual production of agricultural implements has only has been
on-going for about 16 months, most of the earlier effort having been devoted to the reconstruc-
tion and re-equipment of the factory. Efforts have also been directed with priority towards on-
the-job training of the shop-floor staff.

It is, however, the opinion of the Evaluation Mission that an increased
marketing effort will be needed in order to achieve a satisfactory profit level
through an increased sales volume and through achieving consequently lower

unit overhead costs.
Some of these issues are highlighted below:

1.6.2.1 Marketing relationship with MAGRIC (Uganda) Ltd.

A distribution agreement was made between SAIMMCO and MAGRIC (Karpala)
towards the end of 1995. MAGRIC (the company name, not an acronym) is currently one of the
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largest distributors of agricultural supplies, including equipment, in Uganda. It was established
privately over 30 years ago by the father of the present owners.

The Evaluation Mission supports these steps taken to appoint MAGRIC as the main
dealer in Kampala as this should relieve SAIMMCO of the inajor task and expense of their
marketing function in Kampala and also other areas in Uganda covered by MAGRIC's own

internal distribution agreements.
1.6.2.2 Distribution of SAIMMCO leaflets and news letters

The Mission supports the strategy of distributing leaflets and news letters which was
already initiated before and during the marketing consultancy. However the Mission remarked
during its field visits, a total absence of SAIMMCO sales literature at MAAIF offices in
Entebbe, Tororo and Soroti - indeed these had to be printed specially even at the factory
premises in Soroti when requested by the evaluation team. No evidence was observed concerning

the development of a news letter.

The brochures in question are reproduced below in Appendix 8, however, distribution
to date appears to have been very limited. As reproduction costs are relatively cheap and impact
could be considerable if distribution is well targeted, the Evaluation Mission will recommend
later in this report that this publicity aspect shouid receive additional emphasis in the immedicre

future.

1.6.2.3 Relationships with the ginnery and other agro-processing industries

Specialist repair and rehabilitation tasks for the cotion processing industry (ginneries)
involving light engineering have already been undertaken by SAIMMCO. Activities have also
included the manufacture of small batches of specialist agro-processing equipment including
presses for shea nuts and small scale processing equipment for groundnuts.

As the cotton industry also forms an essential component for the re-structuring and
privatisation process in Uganda, this sector is predicted to develop into an important future
customer base for SAIMMCO. This view is tfurther supported by the fact that the cotton industry
has traditionally played a major role in easing access to inputs such as animal drawn ploughs and
carts to those farmers contracted for the supply of cotton.

The Evaluation Mission judge it crucial that SAIMMCO continue to develop
their commercial relationships with the agro-processing industry with particular
reference to cotton.

1.6.2.4 The commercial interface of SAIMMCO

Relatively few individual clients arrive at the factory site in Soroti o effect direct
purchases but there 1s still room to improve the immediate commercial image of the enterprise
before this modest clientele. Whilst company products are now on display and a price list is
pinned to the notice board, no publicity leaflets were at hand when the Evaluation Mission

visited, nor were product price lists available for immediate distribution.
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Whereas a full commercial department cannot be justified, there remains
considerable possibility to improve the current commercial interface at the plant.

1.6.2.5 Marketing costs and potential engagement of MAAIF assistance

SAIMMCO remains in the early stage of building up its markets and production
capabilities. Sales remain low and so there is a need to maintain marketing costs at a low level.
whilst directing marketing efforts towards the key and most potentially accessible clients.
Management staff are already involved in this effort (without a marketing department having
been created) but there appears room for additional marketing support from the GoU Ministries
directly concerned, particularly the MAAIF.

In this vein, the MAAIF could usefully engage its extension staff in assisting in the
promotion of SAIMMCO products. The Evaluation Mission remarked during their field visits
that farmer awareness of a nationally manufactured range of agricultural implements was scarce
or even non-existent. One should however modify this observation by comments made by some
groups having benefitted (or who might potentially benefit later) from SAIMMCO equipment
supplied through aid agency interventions - various Veterans Associations and the Bukedea
Women's Struggle Association fall within this category. These groups categorically insisted that
they preferred to use SAIMMCO ploughs, if available.

MAAIF continues to execute a strong training programme concerning improved utilisation
of draft animal power (oxen and donkeys). To date, SAIMMCO equipment is not used during
these courses, nor is it distributed to the Contact Farmers who are later charged with the task
of multiplication of these training efforts. Clearly, a funding problem may constitute a major
constraint in this respect but such an anomalous situation should not be allowed to remain now
that SAIMMCO is striving to achieve full profitability and become a marketable asset for

successful privatization in the near future.

The Evaluation Mission thus supports the maintenance of the costs of
SAIMMCO marketing activities at a low level but will recommend later in this
report a more committed involvement of the MAAIF in its marketing efforts up
until the privatisation process is accomplished. '

1.6.2.6 A more aggressive marketing approach towards the aid-agencies and NGO’s

The Mission would like to stress that they feel that emphasis still needs reinforcing
concerning the approach of SAIMMCO towards taking more aggressive steps to reach the
various aid agencies and NGO's operating within the country. The appointment of MAGRIC
(Uganda) Ltd. as their main distributor should be considered as only part of this process (see
1.6.2.1). Alternative and complementary strategies might usefully be highlighted during an
additional marketing input which the Mission has accordingly placed amongst its recommenda-
tions at the end of this report.
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1.6.2.7 The price factor

The effect of the low cost ploughs imported through the ADP and UCB emergency
interventions have already been fully described above in Section 1.6.1. Current market values
of these ploughs now appear to be around USh 50,000.

The present price of a SAIMMCO plough (including the recently added 17 % VAT) is
now USh 111,000, which is considerably higher. Despite the superior quality of the SAIMMCO
plough, it will most probably take some time before the market for ploughs will be adjusted to
what might be described as "normal® market conditions.

Individual small farmers are presently having great difficulty in understanding this
important price difference and only rarely appreciate the vast difference in product quality on
offer. The Mission was, however, able to interview a significant number of farmers who did
indeed appreciate product quality and who pledged to buy SAIMMCO products as their future

needs became apparent.

The price of the SAAIMMCO cart, a rarely used item of agricultural equipment in
Uganda, is also relatively high and it is considered that it might be possible to further reduce

production costs in future.

The cost and quality of the SAIMMCO hammer mill range is significantly lower than
models of similar capacity which are currently imported - it is thus highly competitive.

1.6.3 Assessment of the financial arrangements planned for privatisation

1.6.3.1 Arrangements made for privatisation

The 1987 PRODOC:s stipulated that the workshop was to be incorporated “us u legal
corporarion including appointment of a corporate Board of Directors” (UNCDF PRODOC
Outputs) and transformed “ro a legal autonomous eniity under the Ugandu Company Act”

(UNDP PRODOC Activities).

Privatisation issues were first mentioned more explicitly in the Inception Report dated
31 March 1993. Here it was indicated (p.9 of the Inception Report) that "SAIMMCO, when
profitable will be privatised under the Government of Uganda Programme for divestiture of

publicly owned companies (Category 4)".

During the Tripartite Review Meeting held on 5 October 1994, the issue of privatisation
was again brought to the attention of the partners. At that meeting the actual intentions of
privatisation were discussed and a proposal regarding a joint venture agreement was brought up
whereby a privatisation strategy for SAIMMCO was to be planned for compietion in {997, [t
was further agreed that the Project Advisory Committee (PAC) was to include a participation
of at least 50 % from the pnivate sector (to date, the PAC has not been fully consututed and has

never convened - see Section 1.5.2 above).

During the 1994 TPR, it was agreed that the GoU should clarity for the SAIMMCO
management. its plans and objectives concerning privatisation of the factorv. It was further
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suggested by UNDP representatives, that the Government should add SAIMMCO to the
privatisation priority list and commence all necessary actions related to the privatisation of the

company.

The privatisation issues are still at a preliminary stage of realisation. Several phases are
involved and these have been outlined in the Schedule for Privatisation as agreed upon at the
October 1996 TPR (see the TPR Minutes in Appendix 9). An eventual handover date of July
1997 is envisaged in this schedule.

The Privatisation Unit, under the Ministry of Finance, is presently accomplishing the
initial steps necessary in preparation for the eventual bidding process which will follow
advertising the proposed sale of SAIMMCO. These steps include:

- Preparation of the draft bid documents

- Arrangements for the financial audit of SAIMMCO

- Arrangements for the asset valuation of SAIMMCO

[t should be mentioned that the Privatisation Unit, when visited by the Evaluation
Mission, expressed themselves to be very much in favour of introducing an open bidding process
based on an official advertisement.

Considerations concerning a proposed privatisation strategy were ftormulated by the
Privatisation Consultant and are presented in the 6th and 7th Progress Reports (Hassall, 1996).
The proposed schedule for this process is reproduced, for reference, in Appendix 17.

1.6.3.2 Financial arrangements and future conditions for privatisation

The UNCDF PRODOC indicates that the UNCDF investment finance to cover the
construction, equipment and raw materials for SAIMMCO should be in the form of a grant to
the Ministry of Agriculture, channelled through the executing agency, UNIDO. The Ministry
should then arrange for the actual physical inputs to the workshop/factory, who would then be
responsible for repayment of the loan to the Uganda Commercial Bank according to the terms
and conditions of the loan agreement worked out between the Ministry, the UCB and the factory

(SAIMMCO).
The loan conditions were to consist of:
- minimum 5 % interest on the outstanding amount of the loan;
- repayment over a period of not more than 16 S/ears.

- maximum 3 years grace period, presumably starting from the first year of
production.

Raiad = i ok ’ Frorye
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It was further outlined in the project agreement. that the funds generated from the
repayment of the loan made in Uganda Shillings should be accumulated in a special UCB bank
account. The funds would then be used later for further development projects proposed by the

GoU and as approved by UNCDF.

The 1993 Inception Report indicates that SAIMMCO will be privatised once the company
becomes a profitable enterprise. '

This rather complicated mechanism 1o ensure reimbursement of the grant money to the
GoU, converting it into an internal loan to SAIMMCO, would now appear to be contrary to the
original objective of the scheme whereby a fund would be generated so as to finance additional
and future development projects as approved by UNCDF. Under the present circumstances of
privatising SAIMMCO in the near future, maintaining the loan concept will merely postpone the
moment when these funds will be reimbursed and made available for the originally planned
scheme - in fact full repayment would not be made until after 16 years have passed from the

proiect inception date.

The Evaluation Mission considers that it would be much more logical, in the
light of the planned privatisation of SAIMMCO, to envisage the “loan” as
described in the PRODOCs as reimbursable through the cash which will
actually be generated immediately the enterprise is sold. It is realised that the
sale value of SAIMMCO might not reach the original UNCDF grant level but
at least the funds will then be immediately available for reinvestment in
development projects and such use could still be tied to UNCDF approval as

originally agreed in the PRODOCs:.

It remains to resolve the issue as to how this could conveniently be achieved as
under present proceedures, all proceeds from the sale of public enterprises in
Uganada revert to the "Divestiture Fund” and the future use of such monies
would not normally be subject to UNCDF approval, being an internal matter for
consideration only by the GoU.

This concept for treatment of the anomaly of the "grant” or "loan” has been adopted in
discussions of the potential for cost recovery (Section 3.3 and 4.2) which appear later in this
report. The "loan” value will thus now depend mainly upon the present valuation of the company

assets.
1.6.4 Assessment of the plant’s organization and management

The organigram of SAIMMCO is presented in Appendix 7. This has remained basically
unchanged since first presented in the 2nd Progress Report with the main ditference being that
the General Manager is now in overall charge of the plant. At the time of the evaluation, the
posts of Company Accountant, Foreman. Chargehand-Electrical and Chargehand-Assembly were

vacant.
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Management style is very much with a hands on approach with the GM. CPE, PE and
R&D engineers spending much of their time on the shop floor. both supervising the work and

providing on-the-job training.

Work tasks are very varied and only rarely is batch production undertaken in significantly
large production runs. However, should large orders be received, the plant layout is such that
important production runs can be readily organised.

The general organization of machinery on the shop floor has been conceived in order to
provide maximum flexibility during production. Routine manufacturing and fabrication work
makes maximum use of templates and jigs which are stored in'the centre of the workshop so that
they are readily accessible from all corners of the shop floor.

An inconvenience in the floor design is the central location of the tool and components
store dictated in the contractor’s original terms of reference - this unne cessarily limits tlexibility
in using the available shop floor space by blocking off the central section. Further problems
arose due to the original building design in that the roof height was too low, restricting
ventilation on the shop floor. This has now been partially solved by fitting extractor fans.

Safety procedures are emphasised by management and the workshop staft are issued with
safety boots and wear protective clothing as necessary. The accident irecord of SAIMMCO i
consequently very satisfactory and only a single major incident has occurred since production

commenced.

The basic financial administration and stock control procedures have been gradually
developed since the early stages of the project, being continually refined as necessary. Records
are maintained both manually and or computers although fully computerised control is still only
at a relatively early stage of development.

An aspect which might intluence interested parties’ during the privatisation process
concerns the general technical level of skills which has now been attained by the shop floor statt.
The Progress Reports indicate that skills levels have considerably improved and indeed. a
number of staff have now become very adept at designing and making production templates and
jigs so as to ease batch production and improve manufacturing quality.

Much of the plant activities presently involve one-off specialist jobs where design ideas
brought in by the client have to be translated into practical solutions so as to make the required
piece of equipment or replacement component. This type of work requires many years of
experience in order to become fully skilled. There is no doubt that on-the-job training provides
a relatively short cut but the Evaluation Mission was informed that in the absence of technical
assistance on the shop floor (after project termination), much of this specialist work would be
difficult to tackle. This seems to emphasise that after privatisation, such practical shop tloor
experienced production supervision will continue to be needed. This is certainly nothing unusua,
and large scale workshops such as this typically have a highly skilled and experienced supervisor
directing shop floor activities on a tull-time basis.
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Whilst it was not possible to enter into a detailed analysis of the plant’s
organisation and management, the Evaluation Mission are pleased to note their
general satisfaction with the arrangements adopted as demonstrated by the high

quality of the work undertaken.

It is noted that some of the workshop activities, particularly the light engineer-
ing service work, is heavily dependant on the technical expertise of the sub-
contractor. This might have important implications qfter termination of the
project and when the privatisation process is completed.
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2 PROJECT IMPACT: SOCIO-ECONOMIC ANALYSIS
2.1 LOCALISED IMPACT OF SAIMMCO
2.1.1 Impact of the plant as a source of employment

SAIMMCO presently employs 42 administrative and shop floor staff. The company also
receives a number of students and currently 10 are working at the plant of which it is expected
that 4 will be offered employment by SAIMMCO in the near future. In addition, a further 2
technical and management staff remain direct employees of the MAAIF.

Salary levels of the two MAAIF staff follow the public service scale and due to seniority
of the personnel concerned, remuneration is comparatively high. The wages of the direct
employees of SAIMMCO nave also been related to public service scales but in general they are
much lower and indeed a source of frequent discussion within the workshop. For the personnel
currently employed, these salary levels range from a minimum of USh 55,000 to a maximum
of USh 123,000 per month. The Evaluation Mission was informed that these levels are, in most
cases, almost double what was paid in early 1994. It is also understood that they are
commensurate with levels which might be expected in the private sector, although as has already
been described, SAIMMCO is a unique industry currently operating in the Soroti District.

When one considers the total annual salary bill for the workshop, it is seen that some
USh 45 million is injected into the local economy each year, a significant amount for a town the
size of Soroti where employment opportunities are scarce.

It was not possible to estimate the average family size of the staff but it is known that
in this region, families tend to be large and indeed, polygamy is still practised. It might not be
unreasonable to estimate that an average family size of 10 might be directly benefitted by a
family member being employed at the facility, leading to a total of perhaps 500 direct
beneficiaries at the present time.

Possible direct impact of the project within these family groups can only be gauged very
subjectively. Education and health facilities are available in Soroti and hence available to those
SAIMMCO families living in or near the town (the majority of employees). Access 10 these
facilities does involve 4 modest cost and one may imagine that those having gainful employment
will thus have easier access - a probable positive impact of the project. However in view of what
are considered relatively low wage levels of the workforce, it is unlikely that this impact is more

than moderate.

A number of the staff have been employed at the facility for over 10 years when it was
still known as the Low Cost Farm Equipment Project. These are the more experienced staff who
were retained when the workforce was considerably reduced at the start of the present project
in 1993 - staff positions were then cut from about 90 down to 50. Additional staff have gradually
been engaged, often being trainees who have later been offered rull time employment duc
their demonstrated abiliues.
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Regarding gender, one woman works on the shop tloor as a skilled machine tool
operator. A small number of women are also employed in administrative duties (about 4) and
another woman, external to the workshop, comes in each day to prepare the tea and to sell small

snacks to the workforce.

Whereas in strict monetary terms, it is difficult to remark on a major impact due to the
existence of the workshop, a fundamental aspect to also consider concerns the impact due to the
training undertaken by the project. There is no doubt that the skills level of the workforce has
been dramatically improved during project execution. This constitutes a highly valuable resource
in the region of Northeastern Uganda where such skills are virtually absent outside the
workshop. Indeed such a resource has significance even at a national level.

As regards poverty alleviation, the acquisition of technical skills certainly improves the
"marketability" of the workforce and even in the unlikely event that SAIMMCO should close.
the staff might be expected to be able to find alternative employment, although they would no
doubt have to move to more industrial areas of the country.

This highlights a further aspect of project impact in that the skilled workforce has been
encouraged to remain in this agricultural region, a region having little or no engineering
infrastructure operational at the present time. As such, the plant serves to counteract the
tendency of urban migration not only of the SAIMMCO workforce but also of other direct on¢

indirect beneficiaries as described below.
2.1.2 Lmpact of the plant on the surrcunding community

The water supply available in Soroti is of doubtful quality whereas that obtained from the
well on the workshop premises, pumped from some 35 metres depth, is certainly potable. An
important market has been identified for water from this well and there is little doubt that at leas:
some of the surrounding community have benefitted. The water is delivered by a small

SAIMMCO lorry fitted out with a tanker.

SAIMMCO have undertaken important service work for locally based enterprises and
although rather indirect, there is no doubt that there have been benefits for the community. Work
undertaken concerning agro-processing enuipment will be considered below in Section 2.2.
However other service work, unrelated to agriculture, is also benefitting the community -
construction of water tanks, well drilling rigs, moulds for construction of road culverts.
machinery and equipment component repairs, etc. can only cause a positive impact, although

difficult to measure.

There has been a steady improvement in the availability of some raw materials and
components in Uganda since start-up of the project and SAIMMCO often avails itself of the local
market. Although supplies in Soroti are only very limited, purchases are made eisewhere in the
country (mainly Kampala), so contributing to a gradual build up in trade. Again, benefits can
only be highly subjective but they are certainly not negative.

The Evaluation Mission concludes that there has certainly been an impact both
on the families of the plant employees and on the surrounding community.
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Whilst this may only be judged very subjectively and beneficiaries may not even
be aware of the benefits, the impact is centainly positive.

2.1.3 Management/labour relationships

When considering organisation and management of the SAIMMCO workforce, it is
relevant to recall the history of the company which although a private entity when first
established, had been under the direct control of the MAAIF from 1976 and until the present
project commenced its implementation phase in 1993. Indeed, a period of only 16 months has
passed when production work has taken place in the renovated premises and attention has been
directly focused on transforming the workshop into a profitable enterprise.

Clearly, the necessary change in attitude which must be encouraged in the workforce in
order to achieve this objective is quite radical and it is only through strong management

leadership that this may be achieved.

There is evidence that the workforce had generated an impression amongst themselves
that once the project started. their levels ot remuneration would be significantly increased and
that other fringe benefits might be offered. Although this was obviously an over-optimistic view.
there has certainly been some disappointment when these hopes were only partially fulfilled
(wage levels, although still low, have indeed risen significantly).

Self-disciplinary matters have also had to be addressed, punctuality, absenteeism and
work efficiency being the most important. Various measures have been introduced which have
improved the situation but further effort in this sense is still required. Not all measures are
always understood, perhaps due to the many years spent by the more senior staff in an
environment of public service. For instance, an incentive scheme was attempted whereby the
more productive staff received a 10 % bonus for their efforts. Rather than causing the hoped for
incentive to the few, it caused widespread discontent to the remainder who felt "penalised” as
the bonus had not been awarded to them. The scheme has since been discontinued.

Neither has it been easy to instill a sense of personal allegiance to the establishment, now
that the future depends upon the economic viability of the production effort. This is not unusual
in a large factory, but should eventually be attainable in one the size of SAIMMCO. Again a
bonus incentive offer serves as a good example: some months ago. a rushed order required
completion before the end of the Friday afternoon shift and bonuses were offered to complete
the order on time, even if the staff would have to remain shortly after the normal 5 pm end of
shift. Although production was good throughout the day, the order was still incomplete by the
deadline but only a handful of staff remained after hours to complete the task. Either the concept
of allegiance was misunderstood or the staft had other urgent commitments elsewhere.

From the foregoing observations, it is clear to the Evaluation Mission that only
through strong management may these changes be encouraged. Senior
management style was described as "unusual” to the team, but perhaps it is
more important lo assess whether it has been effective. It is the opinion of the
team that this indeed has been the case.
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The workshop staft have been encouraged o form a representative structure amongst
themselves, both by management and through a letter emitted by the Ministry ot Labour and
Social Affairs. They requested funds for these purposes, a certain amount of time oft, sitting
allowances, together with a room and equipment. Such an organisation has so far not been
formed although they did operate a Worker's Fund amongst themselves for a short period.
Management have stressed that it is the workforce themselves who must make all necessary
arrangements, pointing out that the Soroti office of the Ministry of Labour and Social Affairs

could provide any assistance deemed necessary.

In the absence of a representative structure, management have occasionally held open
discussions with the entire workforce. One such session lasted two days and had the objective
of carefully explaining the situation of the company’s finances. However the feedback of staft
concerns has not been entirely satisfactory and a recent stoppage took management completely
by surprise. This was related to staff worries about compensation payments, letters of
appointment and conditions of service which will have particular importance in the build up to
privatisation. In fact the hold-up in these administrative matters is within the MAAIF but that

this matter caused a stoppage of work is regrettable.

The Evaluation Mission considers the organisation of a representative structure
Sor company staff should continue to be encouraged and this, more actively

than in the past.

2.2 IMPACT OF COMPANY PRODUCTS IN NORTHEASTERN UGANDA

2.2.1 Recapitulation of the company product range

SAIMMCO produce the following products:

- Animal drawn equipment (8 inch plough. universal toolbar, i-ton cart, spike tooth

harrow, dam scoop)
- Small-scale agro-processing equipment (hammer mills, oilseed screw press. groundnut

sheller, groundnut roaster)

- Light engineering services for the agro-processing industry (reconstruction and
fabrication of components for ginneries)

- Other light engineering services (equipment construction, repair and rehabilitation for
non-agricultural activities)

A more detailed description of some of these products has already been presented above
in Section B.1.4.1 above.

2.2.2 Identification of the end-use of plant products

Firstly, it is relevant to refer to the heading o7 this Section which refers to "Northeastern”

Uganda. Whereas the small-scale agro-processing equipment and the light engineering services
have targeted this region, the animal drawn equipment, although showing limited sales to date,
has been distributed to many regions of the cour.ry and thus has had a potential impact at

national level.
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Secondly, the description which follows concerning “end-use” of the company's products
has been prepared for the reader who has little knowledge of the agricultural sector. It is
accordingly presented in the form of an "aide memoire” in small type.

nd- f_anim ipment:

A distinction should first be drawn between what is oftea called "ox equipmeat” and what is reterred to
in thi< text as "animal drawn equipment”. In Uganda, frequent reference is made to "ox~ equipment as this was.
and continues to be, the main source of draft animal power used in the country. It is not, however, exclusive and
indeed donkeys have been traditionally used as pack animals for many years in the Karamoja region in Eastern
Uganda. QOver the last three years they have also been introduced to the Southwestern and Central regions of the
country with noticeable impact - the donkey population was estimated as over 1,000 when the Evaluation Mission

enquired from the MAAIF specialist duning their visit.

Recent interveations by the MAAIF to promote an increase in total work energy applied to agncultural
operations has emphasised the use of draft animals rather than draft oxen. It has been recognised for many years
that energy available from human resources is insufficient in Uganda to exploit the important arable arcas available
for production (see Section A.l1.1) but which cannot be cultivated due to this deficicacy in encrgy availability.
Previous attempts to solve the energy deficit crisis in the [960°s and 1970°s through the use of tractors has only had
success on large scale plantations - the experiment tailed completely at the smallholder production level. The GoU,
through the MAAIF, is now actively encouraging the more widespread adoption of animal dratt power (ADP) o

replace the previous concept of "ox cultivation”

Playing on these words and phrases may seem irrelevant. However, the term “ox cuftivation” 1s so
restrictive as to be totally unacceptable in modermn Uganda. It also has serious implications for the products ot
SAIMMCQO which as summarised above, include a cart and a dam scoop which cannct even be classitied as
“"cultivation” equipment.

With this bniet toreword, a simularly briet description will be presented concerung the end-use (actual or
potential) of the company product runge:

Soroti_Sungura plough, 8”: This is the basic equipment used tor opening up land prior to seeding or planuny.

Universal (RHS) Tool Bar: This consists of what 1s known as a universal wolbar to which 4 runge of accessories
may be attached. The SAIMMCO model currently includes the following: 8 inch mouldboard plough tor
opeaing up the land, weeder coasisting of 3 tines with either reversible points or 30 cm sweeps (this 15
operated between the planted crop rows): groundnut lifter consisting of an inclined rake which replaces the
mouldboard on the plough body (this raises the groundnuts from the soil, inverts them and pertorms s
modest cleaning operation in preparation tor manual harvesting); ndger (to build up soil around the row
crop plants and to assist in surface irngation or sotl conservation measures). A seeding attachment for this
toolbar is currently under development at SAIMMCO. tis to be noted that this type of equipment is almost
completely unknown in Uganda and wili require intensive cxtension interveations to bring about 1ts

adoption.

Cart, 1-ton capacity: For transport of produce and matenals. The SAIMMCO model has a single drawbar and 1>
thus suitable for use with a pair of animals (cither oxen or donkeys). A model tor use with a single animali
(an ox or a donkey) would only require modification to the drawbar, two drawhar poles being necded

tnstead of one.

Onc s tempicd to mention cart usage 10 aon-agnicuitural tasks in West Atnica where donkey carts oten
undertake urban refuse collection and disposal tasks. Surprisingly. carts are rarely used in Uganda. again
emphasising the need to coordinate SAIMMCO marketing efforts with MAAIF extension activitics.
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Spike tooth harrow: This i1s a "secondary” tillage implement ("primary” tillage being done with a plough). It 1s
used to break down and even-out soil clods after primary tillage to leave the seedbed ready for seeding or
planting. It is also used in the preparation of wetland nice fields, performing an additional task of levelling.

Dam scoop: This animal drawn scoop may be used in a wide range of soil moving operations for agricultural or
rural development activities. It cases the excavation and short distance transport of carth during the

construction of bunds, roads, dams, etc.

Hammer mulls: These are made in van-
ous sizes according to an engine
capacity in the range of 15 to 40
hp. The mills carry a rotor with
blades (hammers) fixed to the
periphery which impact the grain
or agricultural product, shattering
it and forming a flour. Products
commonly milled in Uganda
include maize, cassava chips
which have already been sun-
dried, simsim (sesame), millet,
sorghum. Milling charges in the
private sector depend on the
product and are fixed by local
authorities. There are normally
three charge ranges: cassava
chips, dried sweet potato chips
(lowest); millet or sorghum (per-
haps sesame too?) (medium
charge and perhaps double);
mullet and sorghum (highest
charge and perhaps triple). One
should note that charges are on a
volume basis, not weight (basins
or other locally acceptable measu-
rement receptacles).

It is worthy to note here that
mechanical milling is now prac-
tised throughout Uganda and the
manual method using the mortar
and pestle (so common still in
West Africa) is virtually discon-
tinued. Village mills are com-
mon, heace the important market

polential for the SAIMMCO Fig 2 The SAIMMCO hammer mill installed near Soroti
model. Mill efficiency could

prove an important marketing aspect to highlight in the SAIMMCO model.

Groundnut sheller and roaster The sheller is manually operated by a swinging peadulum action. The groundnut
shells containing the grain are crushed against the screen by the pendulum and the grain s thus separated.
The equipment does not provide any cleaning action and this must later be done either manually or with
another type of "cleaning” machine - uncommonly used in Uganda. The roaster was not inspected by the

Misstion but 1s used to roast the shelled groundnuts.
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Light enpineering services: These services are very diverse and have already been adequately described above in
Section B.1.4.3 and B.1.4.4.

2.2.3 Identification of and impact on beneficiaries

2.2.3.1 Identification of beneficiaries

The imprecise identification of beneficiaries identified in the original PRODOCs has
already been remarked upon in Section B.1.2.2 above. For the purposes of this Section.
discussion will be focused upon the following major groups of beneficiaries:

- Primary producers (farmers)
- Regional agro-industrial enterprises
- Clients for light engineering services

2.2.3.2 Primary producers (farmers)

One must first place in perspective the size of the market reached by SAIMMCO during
the first 16 months of the implementation phase of the project. This has certainly only been
modest when compared with projections outlined in the PRODOCs and the Inception Report.
Production over the 12 month period from 1 August 1995 to 31 July 1996 included the following

agricultural equipment:

August 95 to July 96

Ploughs 332
Ploughs (not assembled) 135
Carts 14
Hammer mills 1]
Toolbars, harrows and dam scoops 30

It has already been observed that the use of animal drawn carts in Uganda is relatively
low (see Section B.2.2.2). Sales of the SAIMMCO cart perhaps reflect this tendency and one
must conclude that impact of the locally produced cart has been minimal to date.

In contrast, Appendix 14 highlights a national inventory of perhaps 147,000 animal
drawn ploughs in 1992. The plough constitutes the basic animal drawn implement used in
Ugandan agnculture and its price and quality can form the ready basis for debate in most rural
communities of the region. Certainly, one should not compare SAIMMCO sales figures with the
estimated national inventory - such an estimate should only be done in comparison with the
present market. Unfortunately this market size has not been reliably quantinied in any references
made known to the Evaluation Mission and most probably can only be subjectively analysed.
The present market situation is further described above (Section B.1.6.1 and B.1.6.2) and it
remains to comment that:

The Evaluation Mission observed that the volume of sales of animal drawn
equipment over the first 16 months of SAIMMCO production were well below
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projected targets outlined during the project planning phases. Impact thus
remains minimal to date although future prospects could become significant.

2.2.3.3 Regional agro-industrial enterprises

Sales of SAIMMCO products in this sector have been encouraging. A number of aid
organisations and NGO’s have placed specialist orders and significant work has been undertaken
conceming light engineering tasks involved in the rehabilitation of ginneries. Specitic
beneficiaries in this context are more fully described in Sections 2.2.3.4 and .5 below.

2.2.3.4 Clients for light engineering services

Soroti, being a regional centre and one in which various development agencies have their
local offices for direction of their regional development programmes, is now developing into a
centre where light engineering services are in high demand. SAIMMCO constitutes the unique
regional source for high quality engineering inputs required by these rural development projects.
Whereas light engineering services were originally predicted to represent some 25 % of plant
revenues, they are currently running at some 33 %.

On the one hand, this indicates the importance of the original concept and design or
SAIMMCO as a flexible production unit. It also retlects the low market share so far achieved
in the agncultural implement production sector.

2.2.3.5 [Impact achieved through aid agencies and NGO’s

Noting the relative importance of the various SAIMMCO trading activities as briefl
described above and recalling the nnportance attached in the SAIMMCO marketing strategy to
outlets for agricultural implement sales through aid agencies and NGO's, the following notes are
attached concemirg the Evaluation Mission's observations concerning these clients:

Aid Agenci nd NGO’ ting in anda

Following the end of insurgency in the North and Eastern parts of the country, a large
number of Aid Agencies have flocked to the region to give a helping hand to the rural
populations. The main area of their involvement is in various agricultural activities, often
involving acquisition of agricultural equipment and draft animals for farmers on loan or
grant arrangements. The Mission was only able to meet the undermentioned aid agencies
and NGO's located either in or near to Soroti. They did, however, constitule major
clients of SAIMMCO and observations concerning the impact of company products will
be described in greater detail below.

It should be remarked as an introduction, that considerable enthusiasm was
expressed concerning the quality of SAIMMCO products. Furthermore, the
importance of such a manufacturing and service facility existing in this region
was stressed by all parties concerned. Product costs were not mentioned nor
were they commented upon during these discussions.
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Fig. 3 lhuerviewing veterans in the field, beneficiaries of SAIMMCO ploughs uffered through
World Learning in Kumi District.

Specific notes regarding agencies contacted during the Evaluation Mission’s field visits:

World Learning

Funded by USAID and responsible for the resettlement of over 4,000 demobilised soldiers (veterans) in
Kumi, Soroti, Lira and Pallisa distnicts. Major activities are in the agnicultural sector. In 1996 alone.
number of oxen were purchased from the open market and a total of 100 ox-ploughs and weeders were
purchased from SAIMMCO for distnbution to veteran groups based on the "matching grant approach”™. A
similar aumber of equipmeat are eavisaged for purchase this year (1996/97). The NGO also is planaing
to request SAIMMCO to produce several units of a manually operated cassava chipper (developed at
Namalere Agricultural Engineenng Research Institute) for field testing with their veteran groups.

Soroti_Catholic Diocesan Developmental Oryanisation, SOCADIDO

This is a church organisation involved in assisting farmers through loans to facilitate the purchase of oxen
and ox-ploughs based on the "matching the loan approach”.

Dutch Rural Development Projects 1n Soroti and in Lira

This bi-lateral aid organisation is curreatly funding two different development projects. one in Sorols and
the other in Lira with development budget costs of some 7 and 6 million US$ respectively over a tive vear
period. Most of their activities are in the area of agricultural development and include the provision ot
loans for the acquisition of both animal draft equipment and oxen to recognised groups of farmers.
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The Teso Presidential Commussion

This was put in place by His Excellency the President of Uganda. as a body of indigenous lteso, charged
with the task of finding an end to the insurgency in Teso and there-after resettling the papulation displaced
during the war. They are heavily cagaged in restocking programmes as well as in the provision of basic
agricultural equipment to resettled persons. Their main source of equipment 1s SAIMMCO.

Appropnate Technology Intemnational, U-Press

This is partially funded by DANIDA and aims to popularise the use of a smallholder manually operated
press for the oilseed crops. SAIMMCO has assisted this NGO but sales are so tar hmited.

2.2.4 Impact on land use and farmer livelihood

It has been indicated above (Section A.1.1) that of the 17 million ha of land classified
as "arable” in Uganda, only 4.6 million ha are currently cuitivated. These are generalised tigures
but do indicate that Uganda is unique amongst many contrasting African countries in that the
prime limitation to land exploitation lies in the ability to put available arable land into useful

production. In other words, the total land area cultivated is more likely to lead be greater farmer

income than overall crop productivity levels.

Fig. 4 Young boys with two pairs of oxen opening up land in Kumi District.

It is estimated that for opening up of one hectare of land using traditional hand tools in
Uganda, this would require anywhere between 55-70 work-days of time, depending on the nature
and condition of the land. This same job may be accomplished in 4-6 days using a single or
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double pair of oxen, all depending on their size and health status. The land preparation calendar
is time-dependant due to the need ivor coincidence ot favourable climatic conditions, hence the
limitation of land area which may be cultivated s related to available farm power (from human
or animal resources - tractors not normally being available).

The importance accorded by the GoU towards encouraging a return to the use of animal
draft power (in the traditional Northeastern regions) and towards its adoption in other areas of
the country (particularly in the South West and Central regions) has already been described in
Section B.2.2.2 above. This is very positive regarding potential outlets for SAIMMCO products.

Section B.1.6.1 has already indicated that draft oxen population levels in Northeastern
Uganda are expected to approach pre-1982 levels in the near future. If this is indeed the case.
then adequate equipment will be required, amongst which SAIMMCO products should play
major role. The actual situation reveals a contrasting reality and few SAIMMCO plough- and
other animal drawn implements have been marketed during their first 16 months of production.
This situation was already discussed above in Section B.1.6.2. It does, however, have
implications for assessing the impact of SAIMMCO products in Northeastern Uganda.

The Evaluation Mission concludes that, due to limited sales of agricultural
implements, project impact on land use in Northeastern Uganda remains limited
to date. The potential for a major impact however remains substantial and could
eventually (in the medium term) influence the exploitation of arable land which
rresently remains uncultivated due partially to a lack of available farm power.
It is noted that other constraints (instability) still exist in certain areas of the

North and North East.

Farmer livelihood results directly from the inputs and income from production achieved.
The fore-going discussion should have clarified that the impact of SAIMMCO products, and
hence the project has probably been limited to date.

There remains, however, considerable potential for a measurable impact of
SAIMMCO agricultural implement products to farmer livelihood in the medium
to long term future, product quality supporting this ppinion of the Mission.

2.2.5 Additional "proxy" indicators of project impact

Renovations of the factory premises were only completed and handed over in February
1995. The Evaluation Mission therefore considers it too early for the factory to have had
produced any measuravle "proxy” indicators for income change amongst the end-users. Never-
the-less, a number of positive non-agricultural contributions by the factory were observed which
have produced indirect benefits in the local Soroti area. These include:

Renovation of ginneries;

SAIMMCO contnibuted to the renovation of the Odokomit ginnery in Lira District. Such
contribution will indirectly assist the end-users of this facility. This intervention was tinanced
with funds invested by GoU and the World Bank which are committed to development projects
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directed towards the cotton industry (SCRP and CSDP). A total of 36 ginneries nation-wide are
involved and the potential for SAIMMCO involvement and eventual end-user impact remain

substantial.

It is opportune here to
mention other potential competitor
workshops for this "renovation”
and "rehabilitation® work for the
ginneries. UGMA, located at Lug-
azi, is a workshop originally con-
ceived for servicing the adjacent
sugar-cane processing machinery in
the Lugazi refinery. At least two
stmilar, heavy and light engineering
workshops exist and are operational
in nearby Jinja. Soroti remains
some 3 hours away by road - Jinja
and Lugazi are not near to actual
nor to potential cotton growing
areas. The potential impact of
SAIMMCO thus remains substan-
tial.

Non _agricultural activities and

There is also the "knock-
on" effect that has resulted from
SAIMMCQO’s undertakings in non-
agricultural services in Soroti, such
as the fabrication of a water tank
for the hospital, fabrication of
culvert moulds and man-hole
covers for road construction, etc.,
for which -engineering services
would otherwise have been difficult
to acquire in the area. The factory
is also supplying typing and desk-

Fig. 5 A mould manufactured by SAIMMCO for casting
concrete road culverts (see in background)

top publishing facilities, as well as water deliveries 10 some water deficit areas of the town.
Most of these services carry an essentially social benefit to the community, the more economic
aspects being absorbed within the financing costs of each individual project.

The Evaluation Mission recognises that an impact of a social rather than an
economic nature has been achieved within Soroti town through some of the
non-agricultural engineering service activities. This is judged to lie within the
terms of mandate concerning the objectives for UNCDF funded projects.
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2.2.6 Marketing impact of SAINIMCO products

SAIMMCO, after its rehabilitation, has only effectively been operating tor about 16
months, and the proposed Marketing Strategy presented in the 7th Progress Report in July 1996
has not yet been fully implemented.

Detailed aspects of this marketing strategy have already been fully analysed above in
Section B.1.6.2 and it remains to summarise the main conclusions regarding the impact of this

strategy.

The Mission believes that the marketing of SAIMMCO products could be
improved considerably, both towards the various aid-agencies, NGO’s and the
agro processing industries as well as through the Government and its agricul-
tural extension services.

It was observed by the team, that there still need to be improved links
established between SAIMMCO and the Government extension services and also
with MAGRIC and its existing marketing network.

~
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Fig. 6 Mrs Teddy Ocung of Madera Village, Soroti District, a proud owner of a SAIMMCO plough

2.2.7 Project impact on women and children

Women are the main contributors to agricultural production in Uganda, providing more
that 75% of the required farm labour. They contribute the labour for clearing and opening up
of the land and for planting and sowing. Due to lack of appropriate tools and equipment. the
work of rural women has become time-consuming, tedious and less productive. Working
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conditions are extremely difticult especially for working mothers and school-going-age children.
In addition, the domestic processing of agricultural outputs - particularly maize, millet and
cassava flours, groundnut shelling, etc. - are also difficult, wasteful and sometimes unhygienic
with ill effects on health. Therefore, provision of appropriate agricultural implements and simple
processing and storage equipment, such as currently manufactured by SAIMMCO, will
contribute towards improving the quality of rural life for the. women ot Uganda.

During the survey by the Mission in several districts in the Eastern Region of Uganda,
women involvement and participation in using some of the improved equipment from
SAIMMCO as a means of improving their livelihood, has been remarkable. Instead of using the
traditional hand-hoe to open-up land, women actively participate in the use of animal drawn
technology to assist and increase their productivity. In the absence of their male folk, women
alone or with family workers or children can yoke the oxen, lead them to the field and
effectively carry out the necessary farm operations: ploughing, weeding, transporting agricultural
produce, water and fire-wood. The example in question of Mrs Teddy Ocung of Madera Village
in Soroti District (see Fig.6), wio is not only happy but also proud using oxen to improve her

farm labour and productivity.

Fig. 7 Some of the members of the Bukedea Women’s Struggles Association (Kumi District) who have
already acquired 120 ploughs and who plan to purchase more in the near future.

In Bukedea County in Kumi District, a group of 840 women, (28 in each of the 30
parishes of the county), formed themselves into the "Bukedea Women's Struggles Association”.
based on the use of animal traction for farm production (Fig.7). Using seed moneys from an
American NGO (African Development Foundation), the group was able to acquire 480 oxen and
120 ploughs for their project. Most of the members have had formal training on the use and care
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of the animals and equipment and are among the biggest admirers ot the SAIMMCO technology

They also own an Indian made oil-press mill. The group has an Agricultural Researcher 2
Advisor and operates a successful loan scheme which they are using to expand their activitie:

Traditionally in Uganda, women are the ones responsible for the milling and grinding «
maize, millet, sorghum and cassava for the household. The UNIDO “Milling and Marketir
Study in Selected areas of Uganda“®, p.8, (Odogola et. al, see Appendix to 2nd Progress Repc
of UGA/80/C06 and UGA/86/015), established that to prepare 100 kilograms of the traditior
composite flour of cassava/millet/sorghum at a ratio of (2:1:1) would take an average housew;
a total of 35-42 woman-hours, a rather tedious and labour intensive activity. Traditional miili
of the product would contribute 25-30% of the time. An area where SAIMMCO has contribu!
to relieving labour on rural women is through the provision of efficient hammer mills which «
be used both in rural and urban areas of the country. Women are the main customers

beneficiaries of this technology.

Besides the women, children also positively participate in the use of animal trac
technology for which SAIMMCO has a contribution (see Fig.4).

Besides the above contributions of SAIMMCO’s products to relieving the workloac
women and children, the factory also employs a number of ladies especially in the Admini
tion section. There is in fact also already one trained certificate holder in Fitter Machinist V

employed with the factory, and competing very favourably with the men folk.

The Evaluation Mission notes a positive impact of the project on the rural life
of women and children which although only limited to date due to the low sales
of SAIMMCO products, will be progressively more noticeable as the distribution

of company products expands.
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3 PROJECT PREPARATION AND DESIGN

3.1 Initial project design as related to the needs assessment

The importance of the use
of draft animal power in North-
eastern Uganda has already been
fully described in Section A.l.1.
Although a factory had been estab-
lished in the late 1960’s in Soroti,
producing both ploughs and animal
drawn carts, this fell into a state of
disrepair and production virtually
stopped during the 1980’s. When
the first requests were received to
renovate the premises, a number of
studies were undertaken Dby
UNCDF and UNIDO in order to
decide how best to re-initiate work-
shop production and above all, to
determine the potential market for
the agricultural equipment which it
was proposed to manufacture.

Estimates of the market for
ploughs, carts and hammer mills
were eventually incorporated into
the project documents and suitable
production equipment proposed for
supply to the workshop. The equip-
ment selected was such as to permit
a flexible and diverse production
programme.

It is not known how the
market level was estimated but
certainly the situation in Uganda
has altcrcd radically since the

Fig. 8 Mr Esalotier Eduku, a blacksmith from Katine Sub-Counry
with some of his very rudimentary equipment

project was first suggested. Firstly there was a vast reduction in draft oxen available within
North and Northeastern Uganda. Secondly there were important emergency importations of
ploughs, carts and hammer mills which, although of poor quality, tended to saturate the market
immediately prior to starting implementation of the project. Thirdly there is an important cross-
border trade with Kenya and significant direct importations made by the private sector. And
finally there is a limited production of equipment by the rural artisans which seems to have been

compietely ignored.
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Indeed, the rural blacksmiths and small scale workshops seera never to have
been referred to in any project documentation made available to the Evaluation

Mission.

Early experience of project implementation indicates tha. the market for the basic range
of agricultural equipment is presently far less than originally predicted. It is even, to date, much
less than the revised "grosso modo" estimates made by UNCDF in 1991 and during the more

detailed UNCDF review mission of [994.

The project design is somewhat unusual in that it combines objectives of a social nature
with those which are purely economic, involving efforts to transtorm the plant into a tully
profitable enterprise which may eventually be successfully sold to the private sector. Although
there are ample justifications for both approaches, conflicts of interest must inevitably occur and
it is difficult, perhaps even impossible, to fully accomplish both sets of objectives.

From a social point of view, one sees every justification for locating the plant at Soroti
in the midst of the rural population targeted by the workshop. One sees the justification for
equipping the plant as well as possible and so as to enable it to undertake diversified production
activities and to have the capacity to accommodate large scale orders as and when necessary.

From a strictly financial point of view, many of these aspects become more questionable.
One might consider that the workshop is over-equipped, hence carrying insupportably nigh
equipment depreciation costs in the accounting system. This is particularly acute at the present
time when most of the equipment is new and hence sutters the highest depreciation cost of all
(despite the fact that maintenance costs are now at their lowest level).

From a financial point of view, the Government should certainly sell the factory as soon
as possible and before further depreciation in the value of the assets takes place.

The Evaluation Mission hold the firm view that additional technical support
should be given to further raise levels of staff skills, to increase plant
productivity and to give SAIMMCO a chance to capture the market. Three years
of shop floor guidance were clearly intended in the original project design
documents and were maintained in the TOR's concerning implementation by the

sub-contractor.

There seems no reason to negate this commitment at this final stage of project
implementation.

From a financial point of view, a potential buyer might be tempted to close the facility
completely, ship the equipment to Kampala where supplies of raw materials and components are
more readily available and to set up the workshop at this new central location. Such a move
might be fully justified if a national market and the important aid agency market was then more

likely to be fully exploited.

Such a move was certainly never the intention when UNCDF agreed to supply investment
funds to re-establish the Soroti facility but the conflict of issues is acute on this point. One might
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go even further in imagining that the potential buyer of the plant will. in fact, decide to sell off
part of the machinery and equipment in order to offset investment costs and to re-establish a
smaller but more cost-effective unit. From an economic point of view, this would appear to be
a rational decision but would cause dismay to the oniginal investment agencies.

So how -realistic or idealistic was the original project design? Should multi-national
organisations ever attempt to establish enterprises which might eventually be attractive for
purchase by the private sector, turnkey projects designed to develop production units and
marketable industries? The private sector, normally, has strictly economic reference points in
mind when gauging the value of an asset.

As the privatisation process for SAIMMCO advances, the Evaluation Mission
was very clearly briefed by both GolU and the multinational agencies involved
that the social issues should, and indeed must, be considered during this

process.

Does this present a possible avenue along which to guide the privatisation process? The
conflicts of interest are vast and it is not clear whether this type of situation has been foreseen
under the Ugandan laws governing the divestiture of public service utilities. The Evaluation
Mission was given to understand by the Privatisation Unit that such distinctions had not been
made in the past and that the divestiture of SAIMMCO might follow the model of a similar nce
production project financed originally by the Chinese in Tororo District.

The divestiture process might even degenerate into a sequence of events involving: "place
an advertisement in the newspaper; award the ofter to the highest bidder; place the money in the
Divestiture Account; pay off the staff; close the file upon completion of this successfui
divestiture™. Such a situation would probably be most unacceptable to the donor agencies
involved in establishing and executing this project.

The question thus returns to whether or not, the original project design was “realistic”.
"idealistic” or perhaps the opposite of either of these?

The Evaluation Mission fully supports the social intentions of UNCDF in
Sunding the re-installation of a regionally based production facility for
agricultural implements, equipped with a diversified range of machine tools
which would also allow it to provide local light engineering service support 1o

the surrounding rural areas.

In view of this stance by the Mission, how may the privatisation issue be best addressed?
It is noted that a Privatisation Consultant has been engaged with this specific duty in mind and
no doubt his recommendations will be duly considered, once received. The contlicts of interest
have been indicated above and, perhaps. a solution must be sought through a “special case"
divestiture procedure for SAIMMCO.

Considering that the two share holders in SAIMMCO stock are currently the MAAIF and
the Ministry of Finance, the Mission holds the view that a suitable compromise solution could
be found if this is actively encouraged. The current interest and criticism of the national press

e
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noticed by the Evaluation Mission concerning the divestiture of other public utilities during their
visit, should serve as further encouragement for these concerned parties to analyse this case with

particular respect concerning the opinions of each of the partners involved in the project.

The Evaluation Mission concludes that the overall project design was not
realistic from a commercial point of view. It was, however, realistic in
recognising a more social justification for the re-establishment of the workshop
in Soroti. In order to ensure that this aim continues to be maintained over the
medium to long term, it is suggested that suitable arrangements and conditions

be applied during the privatisation process.

And finally, the issue of the concept of the "loan" arrangement described in the
PRODOCs should again be mentioned (see also Section B.1.6.3.2). Although total funds
invested in SAIMMCQO by UNCDF amount to some USh 1,877 million according to the June
30 1996 Financial Report, in fact the reimbursement total will now depend upon the present
asset valuation of the company. This amount will almost certainly be much less the the onginal
investment but treated in this manner, the money should, in theory at least, become immediately
available for reimbursement once the company is privatised.

This change in events was not (indeed could not have been) foreseen in the onginal
project design but the solution suggested will serve to preserve the philosophy of the original

project objectives.

3.2 Assessment of the technical design of the plant and its equipment

The physical design of the workshop has already been discussed in Section B.1.6.4
above. It was noted that restrictions were placed on the reconstruction of the workshop layout
and that certain walls and rooms were to be maintained from the original factory construction.
This in fact lead both to higher construction costs and to certain inconveniences which only
became fully apparent upon completion of the building. In retrospect, it might well have been
better to have given a completely free hand to the sub-contractor to re-arrange the layout and
redesign the structure according to the final production requirements as outlined in the TOR's
of the implementation sub-contractor. Designers of development projects are unlikely also to be
good civil engineers and thus such an approach might have been more sensible - final designs
should, of course, have been subject to eventual approval by the tunding and executing agencies.

The workshop equipment selection was also broadly outlined in the PRODOCs and
reviewed during the preparation of the Inception Report. Equipment was selected according to
the broad objectives outlined in the project agreements and was probably not determined in order
to establish a profitable enterprise - one suspects that upper-most in the thinking behind the
equipment list was the final aim to ensure that an adequate and diversified production of
agricultural equipment and an appropnate supply of light engineering services.

This might hardly be surprising, as the concept of converting SAIMMCO into a unit
suitable for privatisation only came about quite laie during the preparatory and execution phases
of project implementation. The PRODOC's describe in detail how shares would eventually be
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purchased by the two GoU Ministries directly concerned - "privatisation” in today’s meaning,
was not even considered in the original project design.

And so again, a conflict of interests becomes apparent. On the one hand, to become more
readily a "profitable” enterprise ready for pnvatisation, the workshop must be judged "over-
equipped” and with a structure which has an excessive asset cost attached to it. From a project
point of view, the building is adequate and the equipment sufficient to cover almost any eventual
regional or even national production requirement.

A valuable "national” engineering asset has thus been established and in this,
there is no doubt in the opinion of the Evaluation Mission.

The building in fact. constitutes an excellent example of this conflict of interest as
stressed throughout this Section. A building to house a workshop for a profitable enterprise in
the private sector should be i) cheap ii) functional iii) .lexible. The SAIMMCO building has a
large office area which is only partially used, as management staff spend at least half their time
on the shop floor undertaking duties of on-the-job training.

- The Conference Room. although of potential use as such or for training purposes, has
hardly ever been used. Conferences are not normally needed to "sell" products when a
company does not have a Sales Department. It has been found more convenien! to
undertake training on the shop floor rather than in the “lecture room".

The workshop nterior is well illuminated, the work area now reasonably well ventilated
(there were previous problems due to the low roof and building design dictated in the
original plans), safety equipment and safety measures have been rigorously installed.

In contrast, a private sector workshop would incorporate few of these aspects (one need
only peer into the interiors of the rustic and small workshops immediately adjoining SAIMMCO

to see the potential differences).

And so how should one judge the design of this establishment? From a technical point
of view, equipment selection has been judicious and even economic - spending was well under
the budget allocation. The building itself has proved costly to transform into a tunctional

structure but this it now is, today.

From an economic point of view and considering the imminent privatisation of the
company, the workshop is probably over-equipped for the market which has currently been
accessed. The building structure is grossly overvalued in the asset evaluation (still to be audited)
- spending largely exceeded budgetary allowances. The workforce is skilled and well trained;
however the purchaser will probably be under no obligation to retain the same staff. In
summary, the amount of the original investment (as represented by the original UNCDF grant
to the GoU) most probably far exceeds the market value of the establishment.

The Evaluation Mission concludes that the design of the plant and equipment
has reasonably satisfied objectives as outlined in the original agreements.
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Improvements could have been achieved in the building design, had more liberty
been accorded to the sub-contractors bidding for implementation of the project.

The present market value of the machinery and equipment now only represents
a "used"” value which will be much less than the original sum invested.

Furthermore, the Mission observes a clear conflict of interest concerning
*privatisation” of an engineering concern when the original project was
destined towards "alleviation of poverty in the rural areas" and towards
"technical assistance in the agricultural development sector”. Whereas these
objectives may be considered as having been achieved at the time of eventual
project termination, the end results of the privatisation process remain in
question. This will have an important effect on the eventual sustainability of the
project interventions unless the additional considerations suggested below are

adopted.
3.3  Assessment of the plans for cost recovery

The UNCDF and UNDP PRODOC's 1987 outlined a very optimistic production
programme which later, was only slightly down-scaled during an in-depth study commissioned
by the executing agency (GEMCO, [990). The basis tor these projections has not been
ascertained by the Evaluation Mission and has already been commented upon in Sections B.3.1

and B.3.2 above.

A subsequent tield mission by UNCDF suggested a 30 <% reduction in the projected
production programme (Shotton, 1991). This later had an impact on the planned product mix and
planned production programme and the proposals were eventually incorporated into the Terms
of Reference of the "operations sub-contractor” - Hassall & Associates (see UNIDO, 1993). A
further review mission in 1994 considered the project viable and activities were re-initiated

immediately afterwards (Baerez and Odeke, 1994).

The revised production programme did have some implications on the investment input
for the rehabilitation of the factory. According to the Project Agreement of 1987, a maximum
total amounting to US$ 1,969,000 was to be made available to the Ministry of Agriculture. This
was to be allocated for construction purposes (US$ 655,000), for equipment (US$ 693,000) and
tor the purchase of raw materials needed for a 12 month production period (US$ 621,000).

The total investment to date as recorded in the latest financial statements of SAIMMCOQO
(30 June 1996 - see Tth Progress Report) totals a sum of US$ 1,707,080 (/ US$ = 1,100 USh.
This indicates an unused budget balance of US$ 261,920 (the actual figure is slightly lower, due
to recent changes in the exchange rate).

The UNCDF report (Shotton, 1991) had suggested scaling down the equipment
investment and the present asset value, at cost, is now US$ 496.290. This is leaves a balance
of US$ 196.710 unspent on the original (1987) budget (Budget A).
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However, the fixed asset value, at cost. of the civil works totalling USS 884,450 s
considerable higher than the initial budget and results in a negative balance of US$ 229 350
Around US$ 100,000 of these additional costs were directly attributed to the stoppage of
investinent activities as already described above i Section B.1.1.1. Over-spending is thus about

US$ 130,000 in total.

The amount invested in raw materials will be the residual value of US$ 326,340 and
represents an underspending of the original budget by US$ 294,660. The total investment thus
represents less “raw materials” and “equipment”, but far more "buildings”™ than originally

foreseen.

The Evaluation Mission observes that, despite several changes having been
made to projected production levels of SAIMMCO, the total amount of the
oniginal investment was only moderately reduced. In particular, building costs
are high and raw materials investments are considerably under-budget. 1nis has
important implications concerning the amount of the original grant which will
eventually be "recoverable” during the privatisation process.

The full implications concerning cost recovery possibilities will be discussed in greater
detail in Section B.4.2 below.

3.4 Assessment of the preparatory measures for privatization

3.4.1 Management and Administration

The Mission supports the present manage ment style of SAIMMCO in terms of its direct
involvement in all design and production actisities as well as s ability to maintam goou
communication with the staft members.

The Mission supports the steps whicr SAIMMCO s taking 1o establish a tuihy
computerized double-entry book-keeping syste. together with stock control procedures which
will enable the company to monitor and ensurs timely ordering from suppliers according (o

production needs.

Owing to the resignation ot the compensy accountant in March 1996, the findancidl
statements have been prepared by the short term inancial consultant for the period 1995-96. The
company has not yet been successtul in recruiting a suitable tull-time replacement due to a lack
of suitable local candidates for the post. Presently, the book keeping is maintained by the
SAIMMCO book-keeper who is currently undergoing training concerning a computerized book-

keeping system.
An alternative to employing a full-time c.-mpany account would be 1o engage a company

ot accountants to prepare the books every 3 p-onths. The Mission supports this managemer.
suggesuon.

Cadhiiseon i du e al s s T PSR ¥
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3.4.2 Training

The management of SAIMMCQO remarks that the efficiency of workers is stilf relat.c »
low which results in a negative effect on the unit production cost of company produc’s.
However, the Evaluation Mission appreciate the efforts already undertaken and planned tor tic
future concerning on-the-job training. The Mission concurred in the opinion that this was :ne
most effective form of training as demonstrated by the high quality of products produced by ac
company. Such training is particularly important considering the modern and efficient machine
tools installed in the workshop and which would not normally be encountered elsewhere in

Uganda.

P

The team believe that continuous on-the-job training of staft members to improve “-ei
skills levels will continue to add to the human asset value of the workshop durning its preparazon
for future privatisation. The Mission was alsu pleased to learn that suitable in-depth s~ .s-
training courses had been idenutiec in Uganda for shop floor staft - these seem 10 be h.zniy

approypriate for the company.

The Mission was not convinced that overseas training was necessary under the presnt
circumstances. The Mission noted that the origimal budget for this ttem had been zero ol
perhaps 1t should revert to this figurz. The Mission was not impressed by altempts o ¢ o
company staff in corresnondence courses and 1s pleased that these ettorts could not be 1. or

pursued.

3.4.3 Plant facilities

The Evaluation Mission believes that the tactory racilities regarding both the high guo..0
of equipment installed. the tactory building and the office facilities. more than sausty e
requirements for a regionally based cngineering service unit. They are cerainly more than woid
be expected by an interested investor from the private sector.

Investment costs might even be considered 10 have been exaggerated trom an econe e
point of view and when considering the particular 1ssues relating to tuture privausation. oo
aspects have already been more tully discussed above in Section B.3.2.

3.4.4 Mlission of the Privatisation Consultant

The Tn-partite Review Meeung of 3 October 1995 agreed inat UNIDO shouw 0c
requested to work out a strategy for privatisation of SAIMMCO n collaboration witn e
Privatisation Unit of the Ministry of Finance and Economic Planning. Tre short term consu.ant
commenced with work in June 1996 and he indicated the main points which shoulcd be
considered in elaboration of the privausation strategy for SAIMMCO. The proposed schecule
for the privausation process was eventually moditied and subsequentiy agreed upon during the
Tri-partite Review Meeting ot {5 October 1996, The privausation schec Lie 1s reproduced e ow
in Appendix 17. The final report of this mussio.a 1s expected in the nea: future.
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4 PROJECT RELEVANCE AND EFFECTIVENESS

4.1 Overall assessment of praject objectives, outputs and achievements

As an assessment of project objectives. outputs and achievements has already been dealt
with in detail in previous Sections, only a brief recapitulation of the main points covered wll

be indicated below.

1)

i)

1)

iv)

v)

Vi)

The overall project design, in order to achieve the stated objectives, is analysed
in detail in Section B.3.1 and the two conflicting aims concerning the social and
economic objectives are placed in contrast and suitably highlighted.

The Mission urges that those objectives of a more social nature should
be particulariy considered during the leud up to the privatisation process.

This observauon has procedural mplications concerning the Government |
divestiture policy as described in this same Section.

The progress of the civil works 1s descnibed 1n Section B.1.1.1 and a temporiry
halt in activities took place over a period of 6 months. Pertormance ot the sub-
contractor appointed for the civit works 1s described in Section B.1.3.2 where
1s indicated that eventually the renovated buildings were only handed over arer

a total defay of [0 months.
These delays have had a negative effect on project achievements 1o date.

A cnucal description of the SAIMMCO product range is described in Section
B.1.4 and training provided to SAIMMCO sttt concerning the development and
production ot these products is described in Section 3.4.2.

Assessment of these project outputs was positive.

An assessment of the plant’s organisation and management was described in
Section B.1.6.4.

This assessment of these uchievements was positive.

The important eftect of project outputs on the beneficiaries is tully analysed i
Section B.2.

The impact on beneficiaries has so fur been limited but is judged positive.

The progress of restocking draft animals within the prosect region was described
in Section B.1.6.1 which also describes the effect orn the market potential ior

SAIMMCO products.
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It was noted that, although the restocking programme (s now well advanced,
other factors have influenced and indeed depressed the SAIMMCO market for

animal drawn equipment.

The project clearly complies with national development objectives of the
Government as these relate to:

vit)

Modernisation of Agriculture (through the promotion of the use of draft animal
power - see discussion in Section B.2.2.2 describing the end use of plant

products);

Private Sector Development (as shown by the preparatory measures taken for
privatisation described in Section B.3.4 and the more detailed plans tor cost
recovery outlined in Section B.4.2 below) It has already been noted in i) above,
that in order to satisfy the more social objectives of the project. implications are
noted concerning the precise divestiture procedure o be undertaken.

Pl

With this brief recall ot the evaluation results, the remainder of this Section is devoted
10 analysing the important issue concerning the potential for cost recovery of the project’s capital

mvestment.

4.2 Assessment of the potential for cost recovery

4.2.1 Introduction

Both before and during project implementation, several revised scenarios were prepared
so as to clarify the tuture viability of the factory. The latest projections of possible revenues and
costs were presented in the 2nd Progress Report in January 1994, more than a year before tie
rehabilitated factory started production (April. 1995). These projections were generally in line
with the results of the in depth UNCDI Mission prepared later (Baerez and Odeke. 1994)

None ot these projections have proved to be in line with the imual pertormance ot
SAIMMCO where output. in terms of sales revenue over the last [6 months, is significantly

lower than all these projections.

However, the Evaluation Mission realises that only a the relatively shont period
of operations is so far available for analysis (16 months).

During the Mission's visit to SAIMMCO, the future financial viability of the factory was
discussed with management and a fresh set of revenue and cost projections were provided 1o the

team (see graph of these projections in Appendix 15).

Based on these new projections, the Mission nas analvsed in depth. three major scenarios.
These mayv be summarised as follows:

Scenario A: Optimistic revenue projections with 2 options tor the number of workers
operating the plant:
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Moderate revenue projections with 2 options for the number of workers
operating the plant;

- Scenario B:

Pessimistic revenue projections with 2 options for the number of workers
operating the plant;

- Scenario C:

The detailed analyses of these scenarios are attached in Appendix 15.

4.2.2 Introduction to the analysis

Firstly, the Profit/Loss Projections included in Appendix 15 are based on the assumption
that :he question of the SAIMMCO "loan" be ignored as already fully explained and justitied
in Section B.1.6.3.2 above. The debt repayment figures thus do not appear in the projections.

Secondly, the two separate calculations regarding the output of the company as related
to the number of projected workers in the plan. requires further explanation. It was explained
to the Mission, during their visit. that it was planned to expand the workforce in the near tuture
s0 as to be able to satisty the expected increase in production demand which should result trom
implementing the company policy of more actively markeung 1ts products.

The two labour considerations adopted in the analysis follow management recommenda-
tions and are labelled 1) and 2) ror which the description follows:

D The present labour force 1s considered to reman stauc but through continuous
training, will be able to achieve the increased productivity levels covered i the
analysis;

2) The labour force 1s projecied to increase over the coming year in order o satish

the increased productivity levels required m the projections. Obviously . this wili
involve an increased labour charge as indicated in the representation ot the

scenarios.

4.2.3 Observations concerning the scenarios considered

The scenarios analysed in Appendix 15 and as described above. provide the following
observations concerning the projected Profit/Loss accounts of SAIMMCO:

Scenario A: Optimistic revenue projections

In Scenario A:1, the situation is considered when the number ot factory workers remuins
at the present level and production levels are considered as optimistic - they are, howesver, at
levels considerably lower than those predicted in the latest review mission undertaken in 1994
by Baerez and Odeke (see the graph of comparative projected revenues in Appendix 15).

This scenario indicates that profitability will be achieved dunng the 3rd vear o
production (in the year 1997/1998) and that losses incurred in the early years of production w i
be amply offset by profits during Year 5 (1990-2000).

il e de
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It is doubtful that these optimistically high production levels could be .chieved with ¢
present labour force. Increasing the labour force to meet these optimistic production leveis
(Scenario A:2) means that profitability can still be achieved during Year 3 anq all losses z.s0
paid off during the 5th year of production (1990-2000).

As these optimistic revenue projections are unlikely to be achieved in practice, it secins
more realistic to consider the moderate projections included in the following scenano "B*":

Scenario B: Moderate revenue projections

When assuming the more moderate projections in Scenario B:1 and B:2, the projecizu
profitability indicates the following:

(i) If the worktorce remauns at the same level as today. losses incurred in the early vears
of production will be eventually offset by profits during Year 5 (1990-2000).

(it) By increasing the worktorce in Year 2, losses will occur until Year 3 (1997-98) i °
will only be oftset by eventual profits accumulated up to Year 7 (2001-2002):

Scenario C: Pessimistic revenue projections

When assuming the pessunistic projections for company pertformance (Scenarios C:1 .0
C:2), the projected profitability of the factory indicates the tollowing:

(1) The company will make a loss over the first 3 years of prouuction it the workiorce
1s maintained at the present Jevel (C:1) - these losses wili be eventually offset by “re
profits made up to Year 7 (2001-2002);

(1) This scenario 1s troubhing as it the labour force 1s creased o meet these ow
production levels. a marginal profnt only appears during Year 4 and the losses meurreq
during the early vears of production will only be offset after 8 years of actvily .

g y o) ) ) )

Consideration of the above Profit Loss Scenanos concerning SAIMMCO suggests e
tollowing commentaries by the Evaluation Mission:

The optimistic production and revenue projections are potentially attractive to
an investor during the privatisation process, even if it is found necessary to
increase the number of workers on the shop floor (Scenarios A:1 and A:2);
these projections are still attractive for the moderate revenues projected in
Scenario B:1 where the workforce remains at present day levels. They become
much less attractive for the remaining scenarios whereby the workforce is
increased (Scenario B:2) or if factory revenues drop to the pessimistic levels
indicated in the examples for Scenarios C:I and C:2.

It should be noted that Pronit/Loss Accounts only represent one aspect of the curren:
situation and it is important to consider other financial indicators. Indeed. turther analysis was
requested by UNCDr during the final report preparanon stage through an c-mail message

]
s
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received during final preparation of the draft report. This request was, in fact, outside the
original TOR’s of the Mission but judged acceptable by the Team in order to reinforce the
message of the present report (see the Footnote to Appendix I concerning this amendment). The

requested analysis is described below.

4.3 Evaluation of financial indicators

Appendix 15 also presents the schedule tor the financial indicators for the three ditterent
Scenarios A, B and C already cited in Section B.4.2 above. Based on these scenarios, two
additional sub-scenarios have been introduced which consider lower values for the present net
asset values for reasons which are explained in Section B.3.2 above and Section B.5.3.3 below .
Comparative asset values of USh 1,518 million and USh 1,123 million have been included
the scenarios, for which the calculations are shown in the notes to Appendix 15.

The financial indicators shown in this analysis (Appendix IS) are as 1ollows:

1) Net Present Value (NPV) - using a discount rate of 7 %

| Internal Rate ot Return (IRR) - the Minvestor’s” or "project” point of view

3) Internal Rate of Return (IRREI1) - the "production manager’'s” point of view

4) Internal Rate of Return (IRRE2) - the “"shareholders” point of view

5) Pay Back Period - the number of vears to pay back the initial invesunent out.n

The NPVs have been calculated based on a cash tlow not considering any debt service
either due to the onginal PRODOC concept of a "loan” or due to the investor having to sech
credit to acquire SAIMMCO. Should accounting eventually be made for debt service. the NPV
will be decreased due 1o a reduced value in the annual cash tlows.

The calculatiuns are based on a 15 year cash tflow thereby assuming that the revenue and
cost projections remain constant as from the [0th vear of operation.

Attached in Appendix 1§ are further notes concerning interpretation of the financiil
indicators outlined above.
The financial indicators should not be used alone to determine the commerciul

viability of the project, however the different values culculated may be regarded
as providing guidelines for a comparison Letween the different project scenarios

illustrated in the Appendix 15.
4.4  Observations concerning the financial indicators

As can be seen from the 3 scenanios presented (Optimistic. A: Moderate B: and
Pessimistic, C). the NPV s are posiiive tor cases A and B and thereby commerciatty soceptabic
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They are negative and unacceptable for case C unless the inital asset value drops to LSh |23
million (see "Comments to the Schedule” :n Appendix 15).

The calculation has been based on a discount rate of 7 % considering a national interest
rate level of 8-13 % and an intlation rate of around 6 %.

The IRR values calculated for the different scenarios range from i5 % down to only 5
% . These show that SAIMMCQO can provide either a relatively attractive (15 %) or only a low

retumn (5 %) compared to other investment opportunities.

The calculated values of IRRE! and IRRE2 are different to those of the IRR due to the
use of other cash flows, plus the introduction of additional equity capital as explained in the
notes supplied in Appendix 15 for the interpretation of the financial indicators.

The Pay Back Periods for the various possibilities analysed vary tfrom 6 to 13 years and
in the different cases indicate either relatively or excessively long periods for repayment of the
iit:al investment outlay, all depending upon the different scenarios considered.

When calculating the some of these hnancial indicators. the project looks relatinvely
attractive from the investors point of view.

It is the opinion of the Mission that if a realistic market value of the present
SAIMMOCO assets be estimated at a level of USh 1,123 million (USS I million)
then for either Scenarios A or B, ihe company should prove reasobaly attractive
during the eventual pnvatisation process. It is much less anruactive for
acquisition should eventual plant revenues only rise to the levels shown in the

"pessimistic” forecast C.

-
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5 CRITICAL ISSUES

5.1 Ensuring profitability of the enterprise

The present project has permitted the re-establishment of an important support service
industry in North Eastern Uganda, equipped to undertake a wide range of engineering
construction and repair tasks. As such. it is unique in the region and its location in the centre
of a major agricultural production area which traditionally uses draft animals, was chosen to be
accessible both to the farmers and the local agro-processing industries. Production to date has
also highlighted a market for engineering services in sectors other than agricultural develop:ent,

principally rural and urban development programmes.

During initial project design and the final preparations for project execution, ditficulty
and uncertainty were encountered in predicting the possible future market for plant products.
Although originally conceived to produce important quantities of draft animal eqi''pment, spare
parts and hammer mills, the first year of plant production has revealed that this market is stili
weak. A number of reasons have been highlighted for this situation (see Section B.1.6) amongs:
which perhaps the most important is the feeble purchasing power of individual tfarmers.

A number of aid organisations and NGO's are striving to redress this situation. providing
partial grants and credits to recognisec farmer groups. so allowing them more ready ¢ovess o
agricultural equipment. It seems likeiv 1n the near ruture that this potential market tor

SAIMMCO products will become increasingly more umportant.

Whilst this aspect of the market for plant services has proved disappoinung to date. the
market for engineering services has been more dynamic and close to the predictions made during
the latest UNCDF review mission in 1994, However. these specialist services rely heavily uporn
the technical expertise within the conpany which has been notably improved through intensive
on-the-job training but will on!* have received a towal of 2 months ot technical assistance on
the shop floor by the time the project terminates on 31 January 1997 (36 months wcre onginatly

planned for this vital training component).

The long term objective of the project is to ensure that a profitable enterprise 1s
established. This clearly relies heavily upon an effective marketing strategy and this has becn
discussed in detail in Section B.1.6.2. The strategy proposed by the Marketing Consultant is
attached in Appendix 16. It is the view of the Evaluation Mission that profitability will also rely
on effectively marketing the engineenng services of the company and for this reason, the
Mission considers that additional technical assistance for on-the-job training is essential before
staft will be fully equipped to tackle this type of work independently. An additional marketing
consultancy input is also suggested betore project termination tn order to fol'ow-up and fine-turic

the strategy already proposed.

Thus, from this point of view, the Mission considers that a modest additional
project input of technical assistunce will have ua significant effect upon the finul

results of the project.

Rkl At e
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5.2  Achieving maximum economic benefit

Unfortunately, following the measures indicated in Section 5.1 above is not compatible
with achieving maximum economic benefit from the project. It will be recalled that privatisation

only became part of the overall strategy of the project quite late in the day. The original
intention was merely to achieve profitability and for the GoU to purchase appropriate numbers

of shares when this was the case. The situation now and as project termination approaches, is
quite different and the aspiration is to sell the enterprise to the private sector. |

With this end in view, there is a clear conflict of interest. As has already been explained
above in Section B.3.1, maximum economic benefit from the privatisation process will be
obtained by selling the enterprise as soon as possible and before the assets suffer any additiona!
depreciation in value. This will then yield maximum funds for the Divestiture Fund.

This is clearly the most critical issue to be resolved at the present time and the
Evaluation Mission maintains its stance, as supported by the evidence presented
throughout this report, th:at it would be more logical to strive to attain
profutability at the expense of maximum economic benefit.

With these points 1n mind. various considerations relating to the privatsation strategy will
now be analysed in greater detatl.

5.3 Consideration of the options for industrial privatization strategies

5.3.1 Introduction

There are several characteristics of the present privatisation plans tor SAIMMCO winch
should be noted and duly considered:

1) SAIMMCO is sull at a relatvely early operational stage. not vet having reached
a "normal” production situation:

2) SAIMMCQO has, for the last 16 months. experienced low sales tigures and has not
been able 10 generate any profits:

3) Projected sales figures seem to be very dependant on an increased marketing
effort and un a recovery in the local and nationa! economy:

4) SAIMMCO is currently facing a large outstanding debt (according to the Project

Agreements) which makes it difficult to generate future financial reserves:

5) SAIMMCO has recently been rehabilitated and the high quality ot the machinery
and equipment installed. together with adequate buildings implies that there will
be no need for further restructuring or re-equipping of the factory in the medium

future.

With these characteristics in mind, the following issues should be considered in the light
of privatisation.
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5.5.2 Methods and issues concerning Privatisation
There exist various options as to how the privausatnon should be carried out and some
of these are summarised below, the issues being highlighted with particular reference 10 the

situation concerning SAIMMCO:
1) Public offering;
2) Private placement,

3) Level of Government ownership.

A fourth and "intenm" option preferred by the Evaluation Mission will be described 1n
more detail below in Section B.5.4 and concerns postponing the privatisation process
temporarily, so permitting “he workshop to be firm'y established as a profitable organisation as
originally conceived in the PRODOCs. The iterim measures suggested involve either a Lease

or preferably, a Management Contract Agreement.

5.3.2.1 Public offering

In general, Public offering requires that:

(1) the company be a sizeable going concern with a reasonable earnings record o
potential;

(11) a complete dossier of finanvial. management and other information is available:
() there is discernible hquidity in the locai market; and

(iv)  either the equity markets are developed or there 1s some structured mechanism 1o
reach and attract the generul investing public.

The main advantages of public ofierings are that they permit widespread shareholding .
allow the broader resources of the gencral mvesung public to be targeted. and are normally

characterized by openness and transparei.cy.

Where widespread share ownership is desired. public otftering should be the preferred
method for privatisation. however. the absence of financial markets in Uganda and the
concentration of domestic private capital and technical expertise may not permit a public

offering.
Presently. there are no appropriate tinancial market tacilities in Uganda and hence no
equity market in the sense of a public siock exchange. However, consideration regarding suc..

facihties in Uganda has been going oa for the last year. and national economic indicators suc:
as the rate ot inflation (6-7%) and the leve] of interest rates ¢8-13 %) are favourable conditions.

Without strong equity markets. public offerings wili not generate much response unless
mechanisms are devised that allow the general invesang public 10 be reached.

s
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[n a public offering, the net worth of the company will be taken as a reference value. =
may not be determinant since the public as an investor is principally interested in the earnirg,
value of the shares and in possible capital gains. Public offering does not appear to be a viad.c

alternative in the case of the privatisation of SAIMMCC.

In contrast, when a private placement is envisaged, the net worth of the company may
become a preponderant element. This will be described below.

5.3.2.2 Private placement

In a private placement, the Government sells all or part of its shareholding to a pre-
identified single purchaser or group of investors. The transaction can take various torms such
as through the direct acquisition by another corporate entity or a private placement targeting .

specitic group of investors.

The procedures for a private placement can be handled in a variety of ways and 4
common one is through a full competitive process involving pre-qualification ot bidders and °
another is through direct negotiation with procedures for identifying potential buvers. When
deciding whether to transter ownership of the shares. the Government will look at the purchasing
party's general business reputation and activities. financial strength, record of pertormance. ¢,

A private placement is the preferred method in the SAIMMCO case as the
company is presently showing "weak” performance and is in need of a strong
owner(s) with relevant technical, financial, commercial and other expenence.

[t may also be the only feasible alternative in the absence of a developed equities marie:
and where no mechanism can be developed for reaching the general public.

One of the principal advantages of a private placement is that the prospective owner iy
known in advance and can be evaluated and. if appropriate. selected on the basis ot hirs abilins
to contribute a2 number ot benetits such as management expertise. technical expertise, Marae:

access, elc.
In addition, the private placement permits all the required tlexibility to conclude specia

arrangements with a suitable purchaser. who. despite the present pertormance of SAIMMCO.
might see that a special synergy exists (market share, technology for specia; manufacturing.

etc.).
In the particular case of SAIMMCO, and with due respect to the original project

objectives, it will also be important to ensure that the buyer acquiring SAIMMCO will not do
so with a view to dismantling the workshop and (o selling off the assets.

The private placement 1s alsn a much simpler process in terms ot disclosure and othe”
legal requirements. than is a public offcring.
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5.3.2.3 Level of Government ownership

The issue of the future Governiment participation in the management of SAIMMCO has

still to be decided. However, the Evaluation Mission believe that it is the intention of the
Privatization Unit to suggest a full privatisation of SAIMMCO without Government participation.

Often, a partial privatisation with continuing Government shareholdings and participation.
is viewed unfavourably by private investors and in general, potential investors will not accept
more than a relatively low and maximum level of Government shareholdings.

5.3.3 Pricing of SAIMMCO

Pricing a share issue is always a difficult matter of judgement, especially when the
company’s shares have not been traded before or where there are no directly comparable
companies, such as is the case with SAIMMCO.

Several factors may affect the pricing and it is necessary to identify the existence and
impact of these factors. One is potential market response. a key determinant being particularlv
the level of investor interest and the availability of financial resources. The protit record iy

another key determinant of the value of tiie company.

The practices such as using exact book values. assessing the net asset values, calculating
the total investment representing the initial asset value, or discounting historical profits. are nui
usually adequate. Other more tlexible methods such as discounted cash tlow techniques are inoie
appropriate since these are based on forecasts of future pertormance and expectations of future
earnings and are better able to capture the variety of difterent ractors that valuation should ke
into account. These tactors include the fact that the value of machinery and buildings should take
into account that this is now to be regarded as second hand with a considerable discount to the
initital asset value. This implies that the "realistic” value will not be the same as the book net

asset value.
5.4 Lease and Management Contracts
5.4.1 Introduction

A preferred interim measure recommended by the Evaluation Mission, consists of either
a Lease or preferably. a Management Contract signed with an appropriate and interested Third
Party (which could be a private investor. a bi-lateral aid agency or an NGO). The intricacies of

such possible arrangements are described below:

5.4.2 Lease and Management Contracts

Both Leases and Management Contracts are arrangements whereby private sector
management, technology and/or skills are provided under contract to state owned enterprises or
In respect of state-owned assets for an agreed period and compensation.
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Whilst there is normally no transfer ot ownership and thereby no divestiture of stale
assets, these arrangements can be used to "privatise” management and operations and thereby

possibly increase the efficiency and effective use of state assets.

Although sometimes regarded as an intermediate step towards full privatisation. leases
and management contracts are more often used as temporary measures, for example, to return
a state owned enterprise 1o an acceptable level of operational productivity and profitability.

Leases and management contracts are the principal methods of privatisation of an activity
in situations where privatisation of the ownership of the assets is not appropriate as an immediate
solution. However, both offer advantages which may in certain cases make their application
preferable to other methods of privatisation. The lease may also be used as an intermediate
solution aimed at making a subsequent sale possible. Similarly, the management contract may
also be an intermediate solution in turning a company around for subsequent privatisation ot

ownership.

Unlike in a Lease situation, if a company is merely in need of a short-term injection of
management and technical assistance to restore it to profitability, a Management Contract nught
be the appropriate alternative, and the principal issue will be the actual reliability. skills and
seriousness of the Management Contractor.

5.4.3.1 Leasing Contracts

The private operator leases assets or facilities owned by the Government and uses thern.
to conduct business on its own account. The Lease sets torth the terms and conditions undei
which the Lease may operate these assets and facilities, the compensation that must be paid o
the state, and the respective responsibilities of the partics. The key feature of a Leasc
arrangement is that the Lessee assumes the full commercial risk for operating the assets. In
addition to the Lease pavment, the I.essee is normally obliged to maintain and repair the assets
in use or to share in that cost in accordarce with an agreed schedule.

Unlike the Management Contractor. which assumes no financ.al respon«ibility tor the
company's operations, the Lessee sufters cirect tinancial repercussions if it fails to use the leased
assets or facilities in an efficient manner and to ensure effective management.

Under a Lease. the Lessee hires :1s personnel. The Lessee may hire exisung personne,
and integrate them into its own work torce. but in doing so would exercise complete freedor
of choice. Under a Management Contract, the contractor may have wide powers over existin
personnel, but they would still remain as employees of the company.

Another distinguishing feature o7 a Lease is that the Lessee has unfettered control ove
the operations of the assets or facilities. whilst the Management Contractor has only that contr

and authority specifically granted under the contract.

In leasing assets, the govern:entowner might relieve iselt of tnnmediate Hivan.
burdens but it has to build sutficient szreguards into the Lease to ensure that a viable asact b
1s returned at the end of the Lease. Tris problem does not exist with a Management Caonti.

A
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because the asset cwner is tinancially responsible for the upkeep of the assets during the contract

period.
5.4.3.2 Management Contract

The Management Contractor assumes responsibility under a contract 1o manage the
company for compensation. Unlike other arrangements providing for management services or
technical assistance, the management group is given full management control and the authority

to manage.

Whereas the Lessee pays the owner of the assets for the use of the facilities, a
Management Contractor is paid by the government or by the company itself for its management
and/or technical assistance. Whilst the contractor might be given extensive management powers
and operational control, it has no financial exposure and receives its fee regardless of the

profitability of the company.

The government and present owner of the company assets is not relieved ot any financiu:,
burden and, in fact, takes on a higher short-term burden in the form of the management fee. The
advantage of this arrangement is. however, that ownership s retained, a defined degree o:
control is maintained, and a high level of management and technical assistance is injected in:

the company. enhancing its overall efficiency and profitability.

5.4.3.3 Leases Procedures

There are no standard procedures tor Lease arrangements. and they are therefore bes:
discussed by reference to actual cases. The main underlying teatures are normally the cond..o
of the business by the Lessee, in its own name. the right to use specified tacilities for a o
period and the obligation 10 pay the owner a fee tor use of the production tacilities. Variabies
may include the level of tinancial contribution by the lessee. pertormance bonds. maintenasce

obligations, duration etc.
5.4.3.4 Management Contract Procedures

Several factors will iniluence the design and structuring of a Management Conir.a.
arrangement. A clear agreement must exist on the intended objectives of the management ro.
and the degree of authority and cont;ol to be vested in the prospective manager. A Managenmw
Contract should include three main features:

1) charges for the provision of the management company's personnel in accordar:
with agreed formulae, including a small profit element.

Ry agreement concerning reimbursable costs, and

K)} incentive payments linked to profits. production or other appropnate formul..

There are no standard terins for Management Contracts but it the management ¢o =
makes no investment which it needs to recover over a longer duration, a contrac: coveriny -
to five vears is considered as normal. depending upon the scale and complexity of the pics

taced.
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The Evaluation Mission suggest that a Management Contract will be the
most appropriate solution for SAIMMCO as an intermediate step before
the planned privatisation takes place. This will enable fulfilment of the
technical and management assistance inputs as originally proposed in the

Project agreements.
5.5 Sustainébility and replicability of the project

The sustainability of the project will depend upon the eventual success concerning
marketing the strategies adopted. This has already been referred to in Section B.1.6 and B.5.1.
The workshop cannot be judged sustainable until its future profitability is ensured and in the
view of the Evaluation Mission, this also tmplies that the present net asset value should be

revalued.

Sustainability will also depend heavily upon the results of the privausation process and
the manner in which this is eventually guided. The privatisation strategy has been analysed v |
Seciion B.1.6. and in greater detail in Sections B.3.4 and B.3.3.

Sustainability of the project ic more likely to be ensured, in the opinion of the
Evaluation Mission, if a Management Contract is first arranged prior to
privatisation.

The rephcability of the project in the Ugandan context will also depend upon the eveniui
results of the privatisation process. The cunthict of interests in achieving profitabihity. whilst aiso
obtaining maximum economic benefit to the Gol' from the privalisation process. have been
described in detail in Section B.3.1 and it 1s the opinion of the Evaluauon Mission that these
objectives may not both be accomplished simultaneously and with equal saustaction. From this
point of view, 1t is doubtful 1t the project siwould be judged as being “replicable” within the
present economic and political climate ot the coun:ny

This negative observation must however be placed in contex: as the present report has
attempted to highlight the many positive results achieved during project implementation. Indeed.
the Evaluation Mission considers that the project has been very successtul. The question o1
replicability will therefore be reterred to again below n Section 8.
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6. FINDINGS

FINDINGS

The Mission notes that there was a 10 month delay in the projected date for handover of
the reconstructed workshop buildings which has resulted in a reduction of the time spent
providing techrical assistance on the shop floor from the 36 months toreseen in the
PRODOCs to a total of only 21 months, calculated up until the normal project

termination date of 31 January 1997.

The Mission notes the generally satistactory performance by all the partners concerned
in the project which overall. is felt to have been successful: UNCDF. UNDP. UNIDO.

the GoU and the 1mplementation contractor.

However, they consider that when doubts concermng the project’s »:ability continued to
be expressed, it would have been preterable to resolve this issue before implementation
commenced. As this was not done. it would certainly have been preferable to mamntain
the implementation contractor fully informed of developments and 0 have given prior
warning before the (emporary stoppage of investment acuvities was decided upon.

In addition, it was noted that GoU participation could have been improved to the benctit

of all parties concerned.

The Mission notes that 1t night have been possible to eftect cost savings in the civi
works had alternative designs and construction methods been adopted. The building
eventually constructed was over-budget and has resulted in a higher level of the inttai

investinent than might otherwise have resulted.

The Mission notes that the spending on both equipment and raw materials was under-
budget. Savings on equipment spending are mainly attributed to the judicious choice of
equipment and inpovative renovation procedures undertaken by the implementation

contractor.

The Mission recorded various imprecisions in the elaboration of the PRODOCs but
recognises that project formulation procedures have undergone major changes since thesce

documents werce prepared.

The Mission notes that the situation of the rural artisans 1n the pro =t darea seems never
to have been considered e:ther at the project formulation or imple—entation stages.

Lot i )
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The Mission observed that the SAIMMCO product range, although based on known «-¢
"traditional™ designs tor this region, has been subject to development modifications whi. o
has improved product reliability, quality, efficiency and ease of use. SAIMMCO produ.’s
are well appreciated by those end-users interviewed during the mission.

The Mission noted that sales of agricultural implements by SAIMMCO to individuai
farmers have so far been disappointing but feels that overall demand will increase in tne
near future, strongly influenced by purchases through aid organisations and NGO's where
product quality rather than price is generally considered of paramount importance.

The Mission supports the marketing strategy adopted by SAIMMCO but feels a more
aggressive approach is needed to put it into eftect. In particular. it was observed i7a:
improved links should be established between SAIMMCO and the Government extension
services and also with MAGRIC (Uganda) Ltd and its existing marketing network.

Because of the imiportance of the market for SAIMMCO engineering services alreads
experienced during the tirst 16 months of plant operation. the Mission judges it crucia ~
that the company continues to develon its commercial relationships with the ayro-

processing industry.

The Mission noted the satisfactory organization and management of plant activitics «»
demonstrated by the high quality of work underiaken. It noted however that much o -
light engineering service work is stull heavily dependant upon the technical expertise .-
the sub-contractor.

Although senior management style had been described as "unusual”, it had certainly ocer
effective in providing strong leadership and ensuring that both safety and work stand.re-

were maintained.

The Mission constders that turther encouragement should be given to SAIMMCU o
to develop their own representational structure.

The Mission concludes that there has certainly been an impact ot the project on the piai
employees and their families and also on the surround.ng community. Whilst this imas
only be judged very subjectively and beneficiaries may not even be aware of the benetits.

the impact is certainly pos:tive.

The 1mpact to date on land use and farmer livelihood in the project region remains ver.
fimited due to 'he low fevel of agricultural implement sales so far achieved. The potenti..
for major impact in the medium term remains substantial and could influence 1.
explottation of major parts ot the arable land which presently remains uncultuvatec de.
to a lack of avatlabie farm power.

The Mission recognises that an impac. of a swcial rather than an econontc nature ..
been achieved i Sorou town through some of the non-agricultural eng:neering .
service activities of SAIMMCO. This is judged to hie within the terms of inanduac

UNCDF funded projects.
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‘The Mission notes a positive impact of the project on the rural life of women anc
children which, although limited to date, will become progressively more noticeable as

the distribution of SAIMMCO products expands.

The Mission observes a conflict of interest between the more socially based objectives
of locating the plant in Soroti and assisting it to become fully profitable and those of &
strictly economic nature whereby privatisation should be sought as soon as possible ir:
order to gain maximum value through the sale of plant assets and the compan:

reputation.

The Mission supports the more social objectives and was clearly briefed by both the Gol
and the funding agencies that this also concurred with their view.

Supporting efforts to more fully achieve these more socially based objectives anc
considering that only 21 months of shop tloor technical assistance will have beer
provided up until the projected project termination date, the Mission holds the tirm view |
that additional technical support should be given to further raise staft skills levels. «
increase plant productivity and to give SAIMMCO a chance to more tully capture th
potential market. This could conveniently be arranged by detinirg a Manageme::
Contract for an appropriate period and betore the privatisation process is completed.

The Mission considers that the project design was realistic in adequately recognising the
more socially based justification for the re-establishment ot the workshop in Soroti. |-
was not realistic in expecting that this could be accomplished whilst sumultaneousi
achieving the highest commercial price for the factory through the privatisanon process.
nor in realistically providing ftor this process. This s hardly surprising as tu

privatisation only became an objective well atter the PRODOCS had already been signed

In order to ensur> that the more socially based objectives are maintained over tic
medium to long term. 1t is suggested that suitable arrangements and conditions be applicc

during the eventutal privatisation process.

The Mission notes that despite various moditications to projected production levels o:
SAIMMCO during project preparation and 1o the equipment and raw materials requirec
to these ends. the total UNCDF investment as originally projected has only beer

moderately reduced.

The Mission also notes that the book value of the present asset value, in the light o-
privatisation, hardly reflects current assets: the civil works went over-budget and tie
equipment, although new, should now be considered as only second-hand. The currer-
asset value is thus probably well below the present book value.

The Mission noted the origina:ly projected production resenues forecast in the PRODOC -
and considered the revised projections made by the 1994 UNCDF review nussion. Baseo
on discussions with project management dand taking as a baseline. the figures oblanc.
duning the first year of fuii production. three further (and reduced) scenarios wers

T oy hidaio
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analysed in detail. In the Mission’s view. these now represent the latest "optimistic”.
“moderate” and “pessimistic” revenue forecasts.

A total of 6 possibilities have been presented ror consideration but the Mission has
declined to draw any definitive conclusions. It does hoever observe that:

i)

i)

i)

The optimistic revenue projections are potentially attractive 10 an investor durine
the privatisation process, even if it is found necessary (o increase the number of

workers on the shop floor (Scenarios A:1 and A:2);

these projections are still attractive for the modercte revenues projected in
Scenario B:1 where the workforce remains at present day levels;

They become less attractive for the remaining scenarios whereby revenues are
moderate and the workforce is increased (Scenario B:2) or if factory revenues
drop to the pessimistic levels indicated in the examples tfor Scenarios C:1 and

C:2.

The Mission was requested to undertake an additional analysis concerning financial
indicators. This analysis presents the results trom a total of 9 possible scenarios. These

highlight the following aspects.

1)

1)

[f 1 realistic mmarket value ot the present SAIMMCO assets be estimated at a leved
ot USh 1.123 million (USS | million) then for either the Optimistic Scenario A
or the Moderate Scenario B. the company should prove reasonablv attracusve
during the eventual privatisation process.

It is much less attractive tor acquisiton should eventual plant revenues only rise
to the levels shown in the "pessimistic” torecast C.

E
4
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7. RECOMMENDATIONS

RECOMMENDATIONS

Based on the findings indicated in Section 6. the Mission proposes that the following
recommendations should be duly considered by the partners concerned:

The mission recommends that the more social aspects of the project design should take
priority for accomplishment over those of a more economic nature and which are more
directly concerned with the financial :nechanism for privatisation. As such. the Mission
proposes the following recommerndations:

1)

i)

iii)

V)

That the projected 36 morihs of technical assistance on the shop floor as proposcu
in the Project Agreements should be accomplished to the degree possible. The
Mission therefore recommends that the General Manager be maintained in posi

at least untii January 1993 and preferably until April 1998.

This additional input invoives only a very moderate cost and should sernve to
further raise the level ot starf skills. increase plant productivity and to turther
guide SAIMMCO towards capturing the potential market share which the Mission
judges to exist.

With such an input. the second and fourth immediate project objectives of
"establishing improy =d cepabilities 1 proguction management, repair. mainten-
ance, quality control ard design adapuon” and "establishing a marketing
mechanism including proper feedback into the production programme of ihe
workshop” will be more Fullv accomplished.

It is recommended that this additional technical assistance could be convenientiy
arranged through a Management Contract and could possibly be tunded by an

interested donor.

That the privatisation process be postponed untii after the termination of the
Management Contract.

That the privansation strazegy 10 be eventually adooted in the case or SAIMMCO
be carefully considered as a "special case” oy Government auionties. 1t s noted
that the mission of the Privatisation Corsultant ha. not vet expired and the
opportunity remains 0 in.orporate some o: the more social aspects related to the
privatisation 1ssue nto tme eventual procedure zdopted. It 1s strong's recon:-




2)

85 PART B: Evaluation
B.7 Recommendations

mended that those Gol’ partners who have been most directly involved in procot
implementation to date. be also included in these deliberations.

It is recommended that a more aggressive marketing activity be undertaken. In this
context, the following recommendations should be considersd:

Whilst fullv supporting the strategy which has been adopted by SAIMMCO. the
Mission recommends that improved links be established between the company and
Government extension services, particularly those of the MAAIF.

i)

i) It also recommends that links with the national distributor selected as a partner
be reinforced and that a suitable and more extensive distribution ot sales literature

be ensured.

i) It further recommends that the company continues to develop its commercial
relationships with the agro-processing industry, particularly the cotton sector.

It finally recommends that a third and final nussion be orgamsed for e
Marketing Consultant 1o tollow up previous work and to fine-tune the markenng
strategy presently being put into operation by the company.

iv)
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8. POLICY LESSONS LEARNT

8 POLICY LESSONS LEARNT

8.1 Privatisation and poverty alleviation

The present project has highlighted the difficulty of achieving success from both a social
and strictly economic point of view. Perhaps this might have been averted if the full privatisation
process which will eventually be enacted had been foreseen at the time of project formulation.
As this was not the case, remedial measures have become necessary and form the subject of the

first group of Recommendations outlined above.

The Mission has been requested (see their TOR's, Appendix I} to balance the priorities
of privatization and poverty reduction in UNCDF tunded projects. The Mission hopes that
clear distinction has been made during the discussions presented in Section B.3.1 where these
conflicting issues were highlighted as they relate to the present project. The Mission clearly
stated that the social issues should be fully considered during the privatsation process. ft went
on to comment that it fully supported the social :ntentions of UNCDF in tunding the

reconstruction of this important regionally based production facility in Soroti.

So why is there a contlict of mterest? [n the Mission’s view. this onginates from
attempting to undertake a global "all cases to be included” privatisation process when in reality.
each and every case most probably will merit special consideration. Such is the case of this
project and such is the case of several other public utilities presently being privatised in Uganda
and which are the subject of intense (and often highly critical) comment from the local press.

Clearly, it is not possible to consider each and every case of privatisation ot a public
utility before the process proceeds. However. there are several classes of utilities which most
probably merit special attention. A "project” reconstructed multi-purpose workshop in a strategic
agricultural development region must surely merit more than casual treatment. Had such a
situation been envisaged at the time of project formulation, it 1s likely that a corresponding plan
of action would have been prepared at that stage.

8.2 Socio-economic impact as related to the privatisation of a supply resource
The umpact of the present project as observed during the mission has been positive from
all aspects considered but hmited due 1o the low market so far reached by SAIMMCQO.

Prospective socio-economic impact in the medium to long ter=1 15 judged to be significant.

So what might happen after privatisation has taken place? One scenario discussed in the
Section B.3.1 suggested that under present rules concerning privatisation. it does not appear o
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be an impossibility that the new owner might decide to dismantle all the equipment in ihic
factory. sell off part of it. transport the rest to Kampala or Jinja, sell off the old Soroti premises
and open up a new workshop for an engineering activity which might not even be related to the
agricultural sector. It is not believed trat any partner o the present Project Agreement coulc
ever condone such an eventuality but one must ask the question as to whether this possibility has
yet been excluded from the preparatory arrangements made for privatisation. The policy lesson
which could usefully be learnt is that this is not the case so far and the Mission suggests that
remedial measures be considered according to their Recommendation #1 (iv).

8.3 Privatisation and decentralization

Full support has already been described for maintaining the workshop facility in Sorou.
As such, this permits local access to the important agricultural end-user (the farmer) and ulso
the local agro-industries which are currently also being rehabilitated.

It has also been implied that during the process of privatisation, this “decentralization”
aspect should be maintained and that any proposal to close and relocate the workshop should be
impeded unless overwhelming justification for such an action i1s agreed upon by the partners to

the project.
8.4  Specific lessons learnt

Perhaps one of the most crucial aspects which has been observed during implementation
of the present project has been the apparent obsession of review missions with production Ngures
related directly to the agricultural sector and more specifically. to the production of ox-
cultivation equipment such as ox-ploughs and ox-carts. together with hammer nulls.

In Section B.2.2.2. the small print explains that in today’s Uganda, one no longer taiks
in terms of "ox-cultivation” as the use of donkeys for dratt animals is being widely. actively and
successfully promoted by the MAAIF. he SAIMMCO plough is totally unsuited tor pulling by
donkeys as it is far too heavy for them (45 kg). In contrast, the cart could be of potenual
extensive use. One only has to observe the donkeys pulling carts in many parts of West Africa
carrying out refuse disposal tasks in the urban areas to recoznise the eventual possibilities. Here
would be a clear social benefit but one which would have nothing to do with agriculture.
Donkeys are equally capable of pulling lightweight weeders (again, unfortunately the SAIMMCO
model is too heavy for them) and are also used extensively for sowing groundnuts in Senecgal.

None of these alternative suggestions could be put into practice in Uganda without
intensive support from the agricultural extension services - the important point is that these
possibilities should not be excluded by the continued use of inappropriate terminology which

refers only to "oxen".

The manutacture ot replacement spare parts for ploughs and carts also reatures highh
in the reports of review missions. Yet it is just these types of spares which the raral artisan
should be trained and encouraged to make 10 a high quahty standard and assisted in the tash i
an enterprise such as SAIMMCO ofteriny for sale the necessary high quality (boron steel) raw
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materials. Lamentably. this aspect seems never to have been considered throughout the life .«
the project.

There seems to have been continual worry as to whether "other light engineering
services” should be maintained at a level representing only 25 % of total project revenues. To
the Mission, this would appear irrelevant as long as the workshop continues 10 satisty inc

engineering needs of the project area.

So what is the specific lesson learnt? One must recognise that during project planninz.
it is essential to project future activities and revenues for enterprises such as SAIMMCO.
However, it is suggested that various aiternative scenarios should be presented. so providing at
least some basis upon which to evaluate changing situations as indeed have atfected this project
to a particular extent. For instance, who would have predicted a massive emergency importation
of ploughs, carts and mills, the very foundation stone of project projections contained in tae
PRODOC's. And yet, such an eventuality was completed over-looked.

Perhaps this constitutes a major lesson which could be learnt from the present experiencc.
Projection tables, economic calculations and the basic logic behind project proposals should oe
subject to much closer scrutiny vefore implementation commences. One should avoid at all cos:.
temporarily halting operations when in full swing while further reflection takes place. In 1
present project. this action must have had a severe etfect on the morale of project statt

8.5 Participatory planning

This topic 1s menticned last of all as it s raised i the Mission’s TOR s [t has alrescy
been adequately addressed in Section B.2.1.3 where the strong management leadership was oy
supported by the Mission. It was also mentioned amongst the Mission's "Findings” in Section
B.6.1 that further encouragement should be given to SAIMMCO statt to develop their van

representational structure.

It is understood that participatory planning is practised during the formulation stage or
all development projects although one might observe that the degree of participation 1s orien
variable. What one might comment under this section title is that perhaps a greater degree and
more lengthy time could have been spent by some of the preparatory and review missions in he
field. so as to enable them to undertake fuller and more participatory discussions and that i
might have assisted in widening the breadth of projected workshop production figures beyond
a single scenario approach. This could have assisted enormously in the eventual task of assessing

project potential and actual progress.
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FARM MACHINERY

UGA/80/C06

PROJECT PROFILE

SUS 4,748,000

Country: U/gzanda Total Project Cost:
Full Project Nos: U'GA/80/C06 Financing:
UGA86/015 UNCDF: 2 455,000
UNDP: 1.708.00U
Government: 585.000
Manutacture of UNCDF 2,222.441

Project Title:

Agricultural Tools.

Implements. and
Farm Machinery

disbursements at
time of Evaluation:

(through y:e [995)

Sector: Industry Approval date: 14/8 1937
Sub-sector: Starting Date: 1993
Government Ministries of Agri- Completion Date: anticipated

Executing Agency:

culture & Finance

January, 1997

United Nations
Co-operating
Agencies:

UNIDO
UNDP

Evaluation Date:

17/10 1996




A-3 Appendix 1: Terms of Reference

PART ONE: GENERAL FRAMEWORK OF THE EVALUATION

I PROJECT BACKGROUND

The Ugandan Government (GoU) Revised Recovery Programme of the late 1980’s placed
special emphasis on rehabilitation of the agricultural sector. The Recovery Programme focused
on projects in the agricultural sector with direct eftect on the rehabilitation and restoration ot the
sector as a whole. Uganda’s economy is heavily dependent on the agricultural sector. accounting

tfor nearly all its export earning..

Agricultural production in Uganda is characterized by small-holder mixed farming. The
integration of crops and livestock !2ads to numited self-sutficiency and/or subsistence provided
from food crops, milk and meat, and cash generated from sale of crops and livestock. The mixed
farming systems with crop rotations and followirng periods have served to help maintain soi

productivity.

The Soroti project to manufacture agncultural implements has had a long history. Eariy
1n 1980, the GoU had requested capital assistance rrom UNCDF 1o hinance some equipment and
importe? raw materials for the manufacture of low-cost tarms implements at the workshop in
Soroti, which had originally been established in 1967 and which had received UNDP assistance
during the 1970°s. The plant received some UNIDO equipment in 1978, and a revised project
document tor rehabilitation of the Soroti facility was submitied by UNIDO and approved n
principle by the GoU n 1980. In 1981, a UNCDF nussion was tielded to Soroti. which
recommended rehabilitating previous plant production functions. Local disturbances and
uncertainty delayed the project through much ot the decade, until an Agreement was signed
between UNCDF and the GoU in 1987. However. the uncertainty and instability of local
conditions continued to postpone the project. and ihe plant continued to deteriorate.

At the tume the project agreement was s:gned in 1987, an estimated 80 % of tarm
families possessed only hand tools for titlage purposes, despite the once-preponderant reliance
on draught animal ploughing. Because of the cezntral role of small-holder farming to the
agricultural sector of the economy, increasing the productivity of small-holding farmers was a
Government priority. GoU plans took into account the direct relationship between ploughs
through production at Soroti. and to re-establish ox stocks in the general project region; these
stocks had been severeiy depleted, approaching near elimination in many areas. during the late
1980°s as a result of cattle rustling on a massive scale. By the time the project was re-started
in 1993, however, the region had become more generally peaceful. and the restocking ot cattie

had begun.

The plant serves the north-eastern area of U zanda. ot which Sorotn s the principal tewn
In 1990. the factory became a regisiered company with shares jointly held by the Ministries of
Agriculture and Finance: its name was changed to SAIMMCO (U) Limited (Sorot .* gricultural

Implements and Machinery Manutacturing Companyv).
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. THE PR

The main purpose of the project was to rc cstablish the Sorou plant as a manutacture:
of low-cost implements for farming, such as ox ploughs. ox carts, hammer mills, and other
products, regenerating SAIMMCO Ltd.’s capacity to manufacture agricultural machinery.
implements, and spare parts, and to develop an engineering service capacity to cover regiona!
demand for agro-industrial production, repair and maintenance facilities. This would be
accomplished by assisting capabilities for design, manufacture, repair. maintenance and qualit
control. In addition, these would be a framework for coordinating the integration of product
into the market and a marketing mechanism following on and feeding back into the manutactur-

ing programme of the facility.

Because the workshop had fallen into such large disuse and disrepair that it could barel:
function, substantial reconstructi»n was planned. The central workshop and three residential out-
buildings would be wholly or substantially rebuilt and would be tully equipped with industria
tools capable of manufactunng agricultural machinery. imple.nents and spare parts.

Implementation of the project was to be carried out by an international contracting hri.
under contract to UNIDO and financed with funds tfrom UNCDF and UNDP. The Firm was to
be responsible for all aspects of technical assistance, management and organization ol the prored
including construction, equipment selection and delivery and for provision of raw m.s. s
Backstopping and administrative services would be tinanced by UNDP with "backstopping = oy
UNIDQO; UNDP/UNIDO would also provide assistance to the Government tor general oversigi
and quality control of the contractor. .\ separate contractor would be hired for constructon o

the three pre-fabricated houses to be used by international personnel.
The project agreement. signed in 1987, states the following:
project beneficianes were estunated at "approximately 28.000 rural ihabitants
of north-east Uiganda during the first five years and 18.620 per vear thereatter.
In addition the workshop wil provide employmient tor 91 workers and manage-
ment personnel. The project vill generate addinonal income 10 the rural

population of over S3m per year at tull production. The foreign exchange savings
to the country 1s estimated at anproximately USS 230.000 per vear during tull

production”.
- Project Objectives _
Development Objectives:

l. Increase agricultural output and productivity.

Encourage structural cdjusinents.,

tJ

3. Save toreign exchange.
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Immediate Objectives:

Expand the manufacture of agricultural machinery and implements and crit:. .
spare parts in accordance with Government pelicy and plans for agricultu -
development, including spare parts for agro-industrial machinery and =quipme - :.

2. Establish improved engineering capacity for accelerated adoption, desizn.
production technology and process planning capabilities; and in production
management, repair, maintenance and quality control.

Establish a marketing mechanism including labor feedback into the product.on

programme.

In addition to these explicit ohjectives and for the purpose of the final evaluation.
the project shall be considered to have the tollowing implicit objectives at will aise o

evaluated:
l. Improvement of small-hold farm production levels. livelihoods and land -
practices in north-eastern Uiganda;
2. Generation of direct emploviment 2 Soroti. including generai.on of empioy ..
management and adnunistrative skills. and:
KR Privatization of the plant in a manrer commensurate with the above "mip. .

project goals”. as weli as the definea Immediate Project Objectives.

II. PROJECT STATLS

Construction of the factory premics was substantially completed in Jariary [995: ha
over (for management) ol the facihities o Hassall and Associates ook place iz February jv~-
All the workshop equipment has been installed and all the items have aeen tested .
commissioned. All items are reported to be functioning at required specificaton, as laid do -
in the tender documents at the time of purchase. Overall. production output levels are repor..
to be in line with the projections given m the erns of reference for the contractor ot 8 Janu.. -
1993, despite the fact that large-scale production could not be started oefore April 1995, Outp .-
are ahead of those foreseen in the March '994 report o UNCDFE that had been used 1o jux
the project’s financial viability. Production has concentrated on the manufacture of the Sung:.-..
2 plough, ox carts, a hammer mill and on improving quality/etficiency to reduce costs. Sever..

new designs for implements have also been developed.

<

The project is expected to terminate operaitons by February 1997, by or at which ur
the GoU plans to have privatized SAIMMCO. Note that final project evaluation is requested - .
UNCDF prior to project termiration *n order that ouistanding questions regarcing privatizat..

may still be addressed.

IV. PURPOSE OF THE EVALLATION

The purpose of the evaluation is to:
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Assess the project’s impact on the hivelihoods of end users of the implements as weli -
on the plant workers and their households:

Assess the plans for privatization of the facility both in terms of plant viability and
terms of oplimized impact on the identified beneficianes: and to

Evaluate the overall approach and performance of the project.

In order to accomplish this, the consultants will assess and evaluate the foliowing:

Design stage.
Assess and evaluate the original design and evolution of the project, identifying ar.

analyzing the objectives. activities, resources. budget, etc. and evaluating project desiy
in terms of soundness. realism. adequacy. consistency, elc.:

Implementation stage.
Evaluate the implementation ot the project in terms of the extent to which mpuis .

activities and outputs projected were achieved and key factors in attainment
shortcomings;

Post-project stage.
Assess the actual and hkeoy key ruture project pertormance and unpact; and in particule”

evaluate the efficacy of prinvatization plans and the recommendations provided by UNIDt
tor the plant’s privatuzauon, upon review of the plant’s management. admimstrabo:
racilities and impact on project ovjectives and beneticiary populations to date.

Formulation of recommendations tor UNCDF 1s a critical evaluation outcoitie: tor il -

reason, the final project evaluazion will occur several months prior to project termnation

wrder that appropriate strategies or action plans may be developed.

\ P

\1!

EVALUATION METHODOLOGY

The evafuation team wili undertake at least the tollowing:

Review the project files from formulation to the aost recent dates. including UNCD*
HQ and Field Ottice tiles. Gol files. those of UNIDO including progress reports. thos
of Hassall and Associates and any other refevant parties to the project;

Briefings by all relevant personnel rrom Goll, UNCDF. UNDP, UNIDO.

ORGANIZATION, COMPOSITION & DURATION OF THE MISSION

The nussion will be a joiri evaluatton involving UNCDF, UNDP and the GoU Minntric:

of Finance and of Agriculture. Priority will be given for not less than one tiral evaluation e
member to be posted by a Uganaan national with appropriate experience tor the mission TOR-
secondary preference will be given to regional nationals. The team will be composed ot three
members. Composition. experie:ice required. tasks and timeline are shown in the following tabic

Tmer ey e e g 4 e e
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Organization, Composition & Duration of Mission

Mission
member

Required
Experience

Key tasks

Time required

*  Agro-Engineer

Expenence in farm tool
manufacture: know-
ledge of draught animal
technologies; extenstve
evaluaion expenience,
including for UN
agencies and in East
Afrnica.

¢ Team Leader. dratt and fnai
repurt voardiiations produchion
Evaluate selection, installation
maintenance of workshop ttems
Analyze/evaluate fundtions
tncluding spare pans.,
praduction flexibility
* [ abor clficiency. conditions
and labor/ management skills

levels
Identify/assess relutive ssues of

povatization & sewan-
eeoamic other anpact

* Wark with agrononust s
wenhfy booahizod snpact an

Sorau

212 days bneting:
debrieting at UNCDF
HQ; | day debnetiny
at UNIDO HQ

3 weeks tield
2 weeks report

coordination X
tinalization

*  lnuustries
Analy st

Financial a0adyvaas:
market anals ~sis: busi-

Aess Mafayenont,
Knowledye ot
privatizatien plunning.

* Ruview of CDF loval aationad
vther panty Jovumentaten

AN Jactary perinnnanaey

Analysiy & cevonmendations

L prih alidaln 8 pans o0
tigitd e ahe s capathiiies

PRSI G TR FONS DRSPS AN O

-

3 weeks field study

I weeh, seport

* Ayre-
Evononnst
technologist

RO G

Extensive ar-a eAperis
encel famibanty with
ayro-technolagy tssues: |
hackground in rural
appratsal oy aluation:
Knowledye of Jraught
animal technologies.

B AN e N Y

PGVt ey Fural wwr

weptGlathoan, e sl it
[

T L S R E A N N M R
Partivuiarty stali-teadors
anasding o progucton
eome practess and oo
QINT SRR FNT IR R PR
*olav oty constraats o
POt sfategy ahpant o
ey psopulale o
R UNNUNN WPt 0 prenet sl
tevhinodegs  disseminationt
Jraught somma
TClTod il sad
dpprreprialeness o straglogs
G corat sivall-fvnders
MWaork with agre-enginedr i
Wenlify  assess Sorou
wipact & relative
HUHPACT PEn atizationt s ues

-

3 weehs tiel b ~tuds

I week report

The Government will actively parucipate in the mussion acuivities. putting at the eu.
disposal a representative qualitied and experienced in the agro-industry sector and familiar w
the Soroti facihity and area: the Government and refevant Mimistries will also provide tull acco
to all appropniate documentation, and may be called upon 0 factlitate field travel.
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The UNDP Restdent Representative's Oftice in Uganda will assist the mission and furmi
it with all available information on the project. The office will organize necessary meetings w i
local authorities and will provide logistical and administrative support as needed and appropriat
The local project office will provide access 1o other appropriate statf based upon a determinan
of need, who will assist with scheduling and liaison matters as required.

The timing of the mussion is planned 1 order to assure that the UNIDO report «
privatization of the Soroti plant has been finalized and its recommendations may be assessed i
viability and efficacy, as well as from the viewpoint of the project’s impact. This report
expected by early September. The timing of the mission may be altered based upon
availability of the UNIDO report on privatization of the Soroti plant.

Vi. REPORTING

The mission should discuss the main findings and preliminary recommendations with (i
UNDP Resident Representative, with Ministry of Finarce and Ministry of Agriculture otficiu
and with any other concerned GolU ofticials and project partners. Tume should be reserved u
well for discussion of preliminary mission outputs with project beneficiaries. including amon
rural end-users. The mission is not empowered to make any commitments on behalf of UNCDF
A draft report including a summary of findings should be submitted within two weeks o
completing the field evaluvation. allowing UNCD¥F HQ to review and comment prior to 1.
debriefing of the evaluation nussion and finalizaton of the evaluation report. The dratt repuor
should be submitted 1in 5 copies. plus one electronmic copyl/. to UNCDF 10 review
comment. Upon receipt of these comumnents. the eam leader will finalize the report and prese:
10 bound copies and | electronic copy ot the final evaluation report 10 UNCDF.

The report should cover the clements presented in Part A-2 of the present TOR as we
as any other points or intormaton Jeemed refevant and mportant by the evaluators. {0
Government and the UNDP Resident Representative are expecied to torward their commenis o
the evaluation report o UNCDF. b osed upon discussions weth the evaluation team.

VL MISSION COSTS & FINANCING

The cost af the nussion will he debited to the UNCDF project budget. Final payiment =
the consultants will not be imade unul after acceprance of the nussion’s final report. with 30
of the agreed amount upon accepludice ol the drall ninal evaluauon report by UNCDF HQ. 1.
consultants may claim requests for reimbursemients: these must be accompanied by specii .

receipts and itemizations 1or costs incu-red.

IX. APPROACH OF THE EVALUATION REPORT

The evaluanon report should be organized in 10 sections, as contained in the altachc.
‘Detailed Terms of Reference” that follows:

1/ In WP31 or Microsoft Word 6 tormat for tent. Excel tor ohles.

P e e e o« e e . L —————

-9
K
3
]
)
i



A-9 Appendix 1: Terms of Keferes

Section A. parts | and 2. should be a record of the facts related to the project. wits
reflecting the author's opinions or assessments.

Opinions and assessments of the aut=ors should be included in Section B.

In addition to these sections, ar “Evaluation Summary” is required to be includ
following the provided format, an explanatory page of abbreviations and acronyms utilized
the report is required, and other attachments such as maps and photographs are appreciated

In the evaluation repor:, the consultants are encouraged (0 raise ~ubjects relevani to |
evaluation of the project, its organization, lessons leamed, recommendations, etc. The Te
Leader will be provided with the "UNCDF Evaluation Kit", containing key resources (0 toll
the format required as well as providing current understanding of UNCDF's approach in teri

of policy and project emphasis.

PART TWO: DETAILED TERMS OF REFERENCE

SECTION A:  FACTUAL PRESENTATION OF THE INFORMATION NECESSAR)
FOR PROJECT EVALUATION

PRESENTATION OF THE PROJECT AS ORIGINALLY DESIGNED

A.l.

Describe brietly the tollowing:

the country. region anu sector. including a sunymary of the pre-projec. situation m

(a)
project ared. some base data mcliding location. physical charactenstics. the soc
economic situation. such as employvment. income. production level and major pertie
tacts and events that relate 1o the project stnce its inception, €Ic.:

by the major project compaitents ot the project’s design. including its overall approach ai .
project rattonale:

(<) the project’s development and its immediate objectives (noting the distinction betwee:
the project’s stated objectives and the objectives as viewed tfor the purpose of the fir..
evaluation):

(d) project inputs. activities. expected outpuls, tmplementation arrangements. custs . .

financing. plan of operat:ons and wonitoring and evaluation plan. Including repor:. .
requirements. key perfornance or project success indicator developiment and monior. .

elc.:

(e) risks dentified at the desi2n and or prorect appraisal stages.

Sk S it i e S e
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A.2 PROJECT IMPLEMFENTATION RESULTS

Regarding the implementation of the project the team should ascribe the racts that bes
describe the status of the project at the time of evaluation. Clear ascriptions of soci0-econonmi
impact may be listed in this section, to be explicated in analytical form in Section B. In addition.
particular attention to the timeliness and efficiency of the delivery of all project inputs, including
but not limited to financing, technical assistance, planning. physical inputs, activities, operations:

etc.

These results can be presented in direct relation to the project’s objectives; it required.
the consultants may devise an alternative, appropriate system for the presentation of pry;ect
outputs as attained to date. Under each objective or alternative category, pertinent data on i
aspects of project activities - technical, institutional, financial, productive, market. quantifiable
impact, etc. - should be consideizd. The issues should be addressed with tactual reference to the
meothodological priorities in PART ONE-V and PART TWO-BI, as well as additional ¢lear and
attainable project implementation results deemed relevant by the consultants.

SECTION B: EVALUATORS ASSESSMENT OF RESULTS ACHIEVED

B.1 PROJECT IMPI “SMENTATION RESULTS

Assess the project’s implementation pertormance as compared to the original plans and
identify and explain any differences between these. Arnalvze all project elements. from i
procurement of inputs to delivery. quantuty and uulization of outputs. In addition i
specifically. the mission team should evaluate the following salient project features. as weli o~
any additional features the mission determines useful to evaluation of the project’s implenietiia-

ton:
= The delivery of each and all :aputs specified i the project docuient. including oy

UNIDO. UNCDF. UNDP and .fie Governiment:

The responsiveniess and tlexibility of each Key actor and of the project’s management o
changing conditions of the project. and the effect on ¢tficient implementation.

*  The responsiveness and appropriateness ot UNIDO n monitoring and backstopping e
project. anticipating critical issues. and providing needed assistance and guidance.

*  The responsiveness of UNCDF and UNDP n e provision of log'sucal and other
support necessary for project implementation,

* Any exigrnal or onizinally unant:cipated factors the: had an eftect on prorec mmplemer.

tion.
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In addition, the consultants should specifically consider,

*  Clarity, adequacy of activities. inputs. budgetary provisions, and time-tables;

*  Whether beneficiaries and users of the project were identitied and how these
originally determined and defined:

*  Appropriateness of the institutional arrangements and efticacy of inter-institutio
arrangements;

*  The degree to which workplans were established and followed and whether th
workplans were effectively design to directly achieve the outputs of the project:

*  Significant changes occurring in any of tae above points during the lite ot the projec

*  Assessment and analysis ¢Y sub-contraciors in terms of design. supervision
construction; assessiment of seiection processes, and a review of the internal capaciti
of firms contracted for the profect;

*  Analysis and esaluation ot technical ssues, including design and quality of ouipat
comparison to competing products. materials and  manutfacturing  processes. i
equipment. lavout and design.

*  The planned and cxecuted role of the Goll in project implementation and the delivers

project agreement injuts, nciuding a comparative assessment of the value of wi-am

project support commitments and their actual dehvery.

Regarding the overall potentia. of the plant and the outlook of its privatization pla:. th
consultants should. aimong Key noimis they may sdentify. consider the following:

Assessment of past. present and tuture market conditions for plant products. i

»
competition and competiiveness issues and related nictors such as Gmports. Gonos
pavinents, tanti structures, i ation exchange rates. et

® Assessment of the plant’s maracting plan, and of the plant’s responsiveness or flexihilin
in the face of market needs:

*  Financial conditions and future conditions based on specitic privatization plans, includimy
capital cost/loan recovery:

*  Analysis of internal organizaton. statfing administration and managentent ot the »ant:

*  Cover all elements comprisie 2z PART TWO. A and PART TWO. B o1 the "Denicd

Terms of Reterence”.
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PROJECT IMPACT: SOCIO-ECONOMIC ANALYSIS

B.2

The consultants should assess how the project’s achievements have modified pre-project
conditions, to what extent and whai ways project outcomes have attected the population o1
beneficiaries. and should compare results achieved to the p.e.project situation.

This analytical section on impact will include, but not be limited to. the following arcas:

Impact of the pla... on the local, regional or national economy, including but not inited

x
to any changes in productivity resulting from manufacture and sale of spare parts.
localized or broader economic multiplier effects, as w:oll as impact on managerial
capacity,

*  The role of the project in the local. regional or national market, n terims of the current

and future or anticipated condiitons;

The viability of plant under current conditions, and projections tor viability under rutire
conditions of privatization, management, joan repayment. investment recovery. clo.
Further exploration and assessment of the plant’s objective-related impacts based on hui
not hmited to the points and questions covered 1 sections B.2.A and B.2.B

explanation of this analytical section on projec: impact tollows.

The questions on project impact on kev beneficiary populations should not
be viewed by the mission teum us either exhaustive or required in each cuse.
They pertain tv areas of impact in which the client has a specific interest,
provide the Fund with the ability to make programmatic assessments by sector
or thematic area, and should be considered as relevant to the question of
privatization of the Soroti manufucturing facilitv. While a strong effort tv
provide the Fund with a sense of project impact in the below-listed areas ts
expected, it is ulso understood that not all questions of sociv-economic binpact
provided may be reasonably uanswered on available data, or be considered
essential to impact assessmen: by the mission consultants, at the same time, ,
additional considerations of svciv-economic impact may be determined by the ,
consultants to be of panticidar interest to a project impact study, and should

be included.

B.2.a Localised impact of the Soroti Machinery and Tool Shop

I The Soron “acihity may employ enough workers o have signmiticant localized impact. w .
direct nmpact multplied by the houserad size o plant warkers. UNCDF s interested in tiw

siplovmens on th o conditions and opportunities for the emplosees. ihe

unpact of factory <
tamilies. and the s.rrounding commu: . .
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Provide the number of workers at the plant, their gender. positons, ume ensploved &
income levels. and the total estunated number of hvusehold members. 7 possib
demonstrate the role of plant income in total household income.

Assess, as determined, the prunary areas of direct unpact/improvemeni ot livi
conditions upon the etfected households, for example: opportunities tor chila..n, su
as schooling, employment, heaith" ability to support famil, members such as the ag:
or the unemployed: significant changes in time and labor of spouses of tacihity worker

etc.

To what extent can the direct employment opportunities at the Soroti racility t
considered a tool tor poverty alleviation, and how?

Border effects of the plant on 'ne surrounding commumly should also be brietl

expressed. including but not limited to the rollowing:

Have there been any changes in community access 0 basic senvices hat may b
attributed 1o the plant. for example. changes in sanifation; in dccess 0 secondar
employment related (o the plan:: changes in community mobilization efforts: etc. Overall
can the tactory be said to have coniributed in terms of economic multiplier ertects to th
livelthood opporturaties of the community., tor example through food services. shops. e
repair or maintenance facilities reiated to shop outputs. jobs for traders or i e transpoi
sector ...)

Have there been viner ettects reiaied 1o factory output on the broader rurd, soonaay . o
example in ternis o production o: spare parts that have miproved local produactviy, o

other sigmifican: ¢izects as detoroned?

rement and Gacor. place the prorect witinn the contex: o UNCDE

In terms of ma:
Fooparheular ane in addiion o the consallants views ane assessicnis

report on the followiny

»*

»

e Ty v -

Explore and assess management  woor relations at the factinty. Have there neen stgniiiva:
@abor grievances. how have these been resohved! How dre questions o wages. hours

benefits, safety and job secunty addressed? Are changes 10 current praciices envisiged
after prinvatization!

Are the factory workers members of any tormal or (obsers able) informai ianor-intereste
structure. either within the contines of the facility or in a broader contex:?

What are any constraints W UNCDF's participatory policy (as currentis defined) or o
participatory potential within the project’s context? How might these. or should thes
have. been overcome? W., mzre an objectve purpose 1or any spec:iic participator
CONSraints Wit the content. opjectives or strategy ol the project’!

e T'“’W-ww—v--v»m e
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End-use Impact of Farn* Implement Production in Northeastern Uganda

Limited analysis, at best. has been done to date of the impact of the production of farm

tools on the stated population of beneticiaries; smatl-holding tarms of northeastern Uganda. The
data available that nay provide markers for estimation of changes in local socio-economic
conditions may be scant. However. in good part through participatory evaluation methods.
fa-..ors views of project impact may be ascertained. and project impact deduced. Based upon
mission team members’ familiarity with the area and sector, these terms may be amended or

adapted as appropriate to the mission's needs.

Where relevant, consideration of the impact of the farm implement plant’s privatization

should be considered - for example, on prices. supply, marketing, etc.

[ 9]

Describe the areas where the tarm implements are used, and the populations that use
them. What are changes 1n methods and levels of production tor the tfarm ol users!
How are these changes measured? Are they niore or less significant for dirterent crop
producers. soil types. land configurations. or other local tactors? To what extent are the
implements aftfordable to tarmers. and among which tarmers in particular?

ldentification of Beneficiaries.
To what extent can any income or productivity changes among the 2nd users be

desegregated among population groups (including men/women and by size or primary use
of lands)? Describe who the end users are: which farmers can aftford the implementy”
What do they cost, based on an average season’s income? To what extent ras the project
considered plans to distribute access 10 pruject benetfits, as through purchasing plans.
loans, group plans. agricultural extensionists’” mvolvement, ete?

Land use.
Have any changes m productivity led to changes in land use - for exdimpic. «rops anc

cropping patterns? Land consolidation? Changes in farm labor practices™ Anyv changes
i agncultural intensitication refated 1o farm tool use? Does this have any errect on Lin

productivity?

Farmer livelihood and costs.
Have income levels changed tor the tarm imple.aent users? How are these changes

measured? What are the hinks between productisity and income? Have tiere been an
significant changes in the comnosition of agricultural incomes among the end users?” Any
change in non-tfarm relative income? Ha'e any observable changes in crops raised or
cropping patterns. or livestock to agriculture ratios. affected incomes? Has there been
any change in the rehability of incomes among end user<” Have there been any
significant changes 1n yields? What link between yield and income? For what crops nught
yield change be most noteworthy. or among which end-user population? Has there been
any change in oxen or draught amimal prices and. or availability? It there ~ave beer an
significant changes in yieids. how has this affected the market prices’

Additional "proxy” indicators o income change among end users.
These may be identified based on local knowledge to enhance analysis of econonnc

tmpact. For example, have there been any chainges in the use/purchase o7 agricuiturad

N s

’
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inputs {relate to income change). Changes in cash transters? Changes in land vai.2s
land sales in areas of end-use. linked in any way to changes in productivity or .o

incomes?

6. Marketing of tools.
How effective is the marketing ot the tools? Does the marketing meet needs? Is therz as

link between marketing and extension services, and/or between marketing and extensic
providers? Who sells the implements, how are they purchased? Are these middle-m:

sales; what is the mark-up?

7. Women and the Project.
These questions may be consolidated from among various categories above. First. an

women employed directly by the factory? Discuss and assess. Any ancillary/spiiove
economic activities tor women generated by :he tactory’s local economic role”? Wha: hav.
been the project benefits to women in tfarm families that purchase the tools? To Ahu
extent are women end-users: are there products produced most suited to their neecs. o
can any market niches be identified? Has anvtime saving accrued 1o women: hay &« b
any effect on productive tunctionslabor patters. etc’!

B.3 PROJECT PREPARATION AND DESIGN

Among the evaluation questions that relate to the preparaizon for and design of e projed:
that the consultants determine to be important to the project’s final evaluation, the robloamy

should be addressed:

*  Imtal design.
Assess the adequacy of tinal mformation on the project ared. sector, location. approach

beneticiary population and needs identitication, and tne effect of ewch assessimeni o,
subsequent strategics of the project.

*  Technical design.
Assess the quality and appropriateness of the plant design. s inputs. machinery, ievoui,

satety. etc.
= Cost recovery.
Was. or how was. cost recovery of capital investments planned: were plans adequ.ie or

reasonable?

*  Preparation for pnvaunzauon.
Assess the degree to which the project has been prepared tor privatization. m terms of

management. admnistrauion. traimng. tactlities, resources, eic.

= Traming inputs.
To what extent did the project anucipate and provide tre traimng necessary 1or oo
implementat:on and sustainability? What specitic training products were included. “reas
down as appropnale for management and labor. To what extent were skill demons-ubi

absorbed?

. Rk Gidie aCha s ooy g
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Identify and discuss additional project design i1ssues as appropriate to the evaiuation.

PROJECT RELEVANCE AND EFFECTIVENESS

Outputs.
Compare the achievements of the project o what was expected at the tme of s

formulation. and detei aune whether the project has been eftective based on those merils »
How well, and to what extent, were the project’s objectives achieved? Were the
objectives realistic? Were they consistent? Are they the best merits by which to assess
success, or are there other important measures of success that should be considered?

Assess the potential for recovery of the project’s capital investment, the potental
profitability of the plant with and without cost recovery assumptions, and for available
options for cost recovery of capital investment within the context of specitic privatization

methodologies.

Draught power.
To what extent has the strategy tor re-introduction of ven 1o the project been successis..

to what extent and m what ways has chis had an effect on the project’s market?

Validity of project objectives.

Assess the appropriateness of the protect’s development and immediate objectives. ait
the degree to which these may be ant.oipated to be tultilled atter the plant’s privatizatio.
Assess the capactty of the outputs adtieved 10 meet the project’s immediate objectives

National policy.
Are the results attined consistent with natonal deselopment objectives? Are thoero

possible alternatives or improvemen:s that could have been. or still may be. apphicd

CRITICAL ISSUES

Based on the mission’s findings. ana:vze particular features of the project that relate

the sustainability of the project and 1its overa:l impact. In parucular. discuss and andiyze issoos
that relate to the replicability of the project within the Ugandan context specifically . and s
UNCDF programme focus generally. An annotated list of the issues mav be provided.

W

A key critical 1ssue 15 an assessment of the privatization strategy. In addition

esscutial points that the evaluation teary deternmines must be considered in any areas of i
project’s design. implementation, or approach. provide the tollowing:

Examine the legal conditons of the country as they relate 10 strategies. opuons. anc
support for privatization. and the retaton of these conditions to the project’s design

Based in part upon analy sis ot condiz ons i the ractors and among the end-use populai.o
of small-hold rarmers. assess the rec - mendations for privatization provided by UNIDt
(and/or any other sources) provedazg analysis 1or potential impact ramificai:ony and
any alternative recommendations o UNCDF.




B.6

A-17 Appendix 1: Terms of Referenc

Discuss the implicit options in industrial privatization strategies (Le. public or p:

stuck oftering, state siare retention, ete.)

FINDINGS AND RECOMMENDATIONS

While the consultants are encouraged and specifically requested to provide all ke

findings and recommendations as they pertained to both the successes and failures ot the projec
the findings and recommendations should also include an assessment of the following:

B.7

sector or themalic area.
to key lessons that the

Key factors and overall likelihood of the plant’s privanzation to be able to cov- i
capital inputs of the project;

An overall assessment of the UNIDO report on privatization;

Evaluators™ views on the UNIDO recominendations tor the plant, and any Key ne:z
and recommendations by the consultants that UNCDF shoule consider 1in hight of thew

recommendations:
Recommendations o/ ithely changes i imprict as a result o7 chosen tethod or optiors te

plant privatization.

POLICY LESSONS LEARNED

The extracton of pelicy fessons hiein o mmprove design of other projects in the san
dd should place special emphasis on UNCDF policy goals. In acdinior
evatuation eam would like 10 bring w the attention of UNCDF. pleas

consider the following:

Draw approprice lessons that can help to balance priorities of privatization and powern
reduction i UNCDE project - related to the current case of an industriai oo .

producing rarm snplements for aonarket of small-hold farvers.

Provide any Key lessony that may help 1o wergh or 10 1nk strategic sociv-econont.
impacts on target populatiQon and the privauzation of supply resources.

Provide any relesant lessons regarding the relation between privatization and decentcatiz
ation; 1n areas of parucipation and development strategy Linkages (i.e. project links o
national, local. or UNCDF gocls and methodologies); and overall in the design anc
implementation ot support to the privatization of agro-industrial inputs.

Fate

What specific lessons can be learned in the project’s immediate context in terms of ru
development schemes: nanonal strategres: Ugandan structural adjustment: fabor pohics
ete?

What fessons can be denved tor improvement or relevance of partictpatory planni 2 o
implementation in stnular projects. including tor industra assistance projects?
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Via an e-mail message from the UNCDF Deputy Executive Secretary dated 16 Novenbd”

1996. the following request was received:

“...I want to stress {0 you that we are anxiously waiting to study
the financial analysis component of the Evaluation Report ie. a
clear Net Present Value analysis of this enterprise from the point
of view of the prospective buyer (financial NPV) and possibly
another one from the point of view of the economy. Maybe a ten-
year analysis, with clear annual net cash tlow indicated?”

These aspects have also oeen included in the report and the appropriate tables are show

in Appendix IS.
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Tuesday, Oct 15, 1996

Wednesday, October 16

Thursday, Oct 17 (am)

{pm)
Friday. Oct 138 fam)
tp)
Saturday. Oct |9
1o
Sunday. Oct 20
Monday. Oct 21 fas
{;in)
Tuesday . Oct 22 REY
)

Wednesday, Oct 23 (am)
{tpm)
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ITINERARY

Departure from Quito, Ecuador (Team Leader)

Departure from Copenhagen, Denmark (Industrial Analyst)
Arrival Enteobe (Team Leader and ludustrial Analyst)

Briefing with UNCDF Programme Officer

Meeting with UNIDO HQ Backstopping Otticer. UNIDQ Progra-
mme Officer, Kampala and National Consultant (Agro-Econo-
mist/Technologist)

Meetings. in Kampaia. with various “end-user” aid organizations
and the SAIMMCO distaibutor. MAGRIC ’

Discussions with the FAO Representaiive and bricting w:ib g

UNDP Deputy Resicent Representatise
Discussion with the MAAIF Conunisstoner tor Ayr w

Encounters and discussions with the Commissioner for (rop
Productuion. Officers from NARO and the Agrniculturai O1noer

(Animal Tractuony, MAAIF

Review of documen-anon. Formulaton of work plan 1or missios

ditto

Discussions at the Mostry of Finance and Economic Planiniy aii
with the UNCDF ang UNIDO Programme Otficers

Discussion with the Privatizauon Untt. Ministry ot Finance
Discussior wath the Uganda Manufacturer’'s Association (UNMA]

Review of ducuieniauon
Kampala - Tororo. Contact with District Agnicultural Ottice

{Overmght i Tororo

Visit to tarmers and rarmer groups 1n Tororo District
Tororo - Mbale. Visit MAGRIC Distributor i Mbale
Mbaie - Kumi District Arrange visit programme for Saturday

October
Kumi Soroti. Preaminary meeting with General  Muaiage

SAIMMOO Lid anc «isit of factory hsiadlations
{Overnight n Soro::

Je
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Discussions with General Manager (GM) and Natonal Pro

Discussions with Shop-floor statf during “tea-break”
Discussior. with Chiet Producuon Engineer

Detailad discussions concerning plant instatlations with GM
Visit to various NGOs and Projects 1n Sorott District

(Overnight in Soroti)

Field visits to farmers, blacksmiths and null operators in Sor

Dastrict (2 separate Groups visited different farmers)
Discussions with Research and Development Engineer, Shop-tl.

staff {(during “tea-break”) and Chargehands
Closed meeting by Evaluation Mission (:vening)
{Onernight in Sorot')

Wrap-up meeting with GM and CPE. SAIMMCO Ltd
Soroti - Kumi. Visit o vanous tarmer groups and null operaw

in Kumys Listrict
Visit to Womens Association. Bukedea

Kumi - Tororo
W rap-up meetung of Evaluation Mission
tOvernight 1in Tororo)

Tororo - Kampiia
Preparacon of drart evaluation report

Doscussions with UNCDF and UNIDO Prograimme Otnicers
Preparation of drart evaluation report

Mezting with e Comnussioner for Land Resources. MAAT
Preparation oi drait evaluation report
Preparation or dratt evaluation report

Preparation o drait evaluation report

Discussions with UNIDO and UNCDF Programime Otticers
Preparation of dratt evaluation report

Preparation of Execiitive Sununary of Dratt Evaluation Report

Soaalizanon of Executive Sammary of Drait Evaluanon Repor:

Sobmison of Executive Suoninary of Drast Evaluation Reporn
copymg & distnbution W officials o be invied w the Wrup-

Meeting of November 5th
Continuation with prepanng Evaliation Report

Thursday, Oct 24 (am)
Director
{(pm)
Friday. Oct 25 (am)
(pm)
Saturday. Oct 26 {am)
tpm)
Sundayv. Oct 27 tamj
(pm)
AMonday. Oct 28 tam)
iping
Tuesday. Oct 29 fan
Entebbe
tpimy
Wednesday. Oct 30
Thursday. Oct 11
Friday. November |
Saturday. Nov 2
Sunday. Nov 3
Monday. Nov 4




Tuesday. Nav 5

Wednesday. Nov 6

Thursday, Nov 7

Wednesday. Nov 13

Friday. Nov 1§

Monday. Nov 18 to
Friday Nov 22

Monday. Nov 25
Tuesday. Nov 26
Monday. Dec 9 10

Tuesday. Dec 10

Wednesday. Dec 11

(am)
(pm)

(am)
(pm)
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Continuation with preparing Evaluation Report
Wrap-up Meeting

Preparation of future work plan by Evaluation Team membe:s
Final discussions of Evaluation Mission with UNCDF/UNDP

Depart Entebbe (Team Leader & Indusaal Analyst)

Arrival at home base ot industrial Analyst (Copenhagen, Densiars
Arrival at home base of Team Leader (Quito, Ecuador)

Submission of the text modifications and new sections of the dr..:
report by the National Consultant to UNCDF/UNDP, Kampala

Submission of text modifications by the Industrial Analyst direc: «
by electronic mail to the Team Leader in Quito.

Onward transmission hy UNCDF, Kampala. of the text moc:iic ..
nons and new sections of the draft report prepared by the Nat.o: .

Consultant.

Discussions via electronic mail with team members

Compietnon of final dratt version o Evaluation Report .

Team Leader

Despateh ot the final dratt version of the Evalusiton Repor:
mternational courter senvice to UNCDF. New York
Debriering by Team Leader at UNCDFEF HQ. New York o o

sonfiriced)

Modification ot drart Exajuation Report as required.
End of Mission
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APPENDIX 3
PERSONS MET

(in chronolvgical order of encounters)

Evaluation Mission (through UNCD

Peter Mallow, Industries Analvst
Wilfred Richard Odogola, Agro-economist/technologist
John Ashburner. Agro-engineer. Team Leader

Officers accompanying field visits to Sorott and surrounding areas and who contributed the:-
views to the Evaluation Mission:

Henry Mbaguta, Senior Economist. Ministry of Finance
Frank Akena. Semor Agricuitural Otficer, Department of Land Resources. MAAILF

Kampala

Jessica Kitakuie-Mukungu. Prozramme Ofticer. UNCDF. Kampala

Paul Tremmel. Programme Ornicer. UNIDO. Kampala

Enver F. Khan. Senior Industnal Dewvelopment Officer. Engineering Group. Cagineering a
[nuustnes Branch, [ndustrial Sectors and Envirnenmental Division. UNIDO. Vienna

Andrew Prtchard. General Manager. SAIMMCO and Project Manager UGA 80U CU6 o
UGA 30.015

John B. Deas. Regional Manceger - Atrica and South Asia, Hassall & Associates Yo [
Canberra, Australia

John Magnay. Managtag Director. MAGRIC (V) Lid. Kampala

C. Van Vught. First Secretary . Roval Dutch Embassy. Kampala

Witham Salmond. Country Director. World Learnimg Inc.. Kampala

Ehot Masters. Coordinator. COVOL Uyanda (Cooperative Ottice tor Voluntary Organtzatior -
of Uganda) The Shea Project. Lira

N A L. Lexander. FAO Represenwative. FAOR. Kampala

Atner N. Syambi. Progranune Ofticer. FAOR

Colin Snuth, Financial Consultant to SAIMMCO. Agnsystems (Overseas) Lid.. UK

Henry Mbaguta. Senior Economist, Ministry of Finance. Kampala

Aenas Chapinga Chuma, Deputy Resident Representative, UNDP. Kampala

David Taliwaku. Commissioner External Aid Coordination. Ministry of Planning and Econoni,

Development
John Khabusi. Team Leader. Parastatal Monutoring Und. Mimustry of Finance dlamentably -

deceased)
Kerneth Katarveba. Intformac.on Officer. Ugar da Manufacturer’'s Association +UMAy
Roger Shotton. UNCDF. New York
Mana Svensson, Counu'y Ormfcer. UNCDE. New York
George Tabah. UNIDO Courtry Director tor Kenva and Vganda. > arop

~ i
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Entebbe

Japiv » O. Yafesi Omoding. Commissioner for Land Resources. Ministry of Agriculiure
Animal Industry and Fisheries (MAALF). Entebbe

Mrs. Sarah N. Kiyingi, Commissioner for Crop Production and Marketing, MAAIF, Entebbe

Joel Wange. Agricultural Engineer, Serere Agricultural and Animal Research Institute (SAARI
Soroti

Samuel Okurut, Research Engineer. Agricultural Engineering and Appropriate Technolog:
Research Institute (AEATRI). Namalere. National Agricultural Research Organizatior

(NARO)
John Olupot. Agricuitural Officer, Animal Traction, MAAIF, Entebbe

Emmanuel Kayaayo. Agricultural Mechanisation Officer, Animal Traction. MAAIF, Entebbe

Tororo

Josiwua Nabulere. Acting Disinier Agriculiural Officer (DAO). Tororo District
Duminic Omodo-Ologe. Assistant Agricultural Officer tAnimal Traction). Tororo Distnict
Betty Hirya., \dministrauve Secretary, Oftice of the Resident District Commussionner (RDC

Tororo Disinct
Farmer group (about 15 in total). Kaspodo Village. Kavore Parish. Osukuru Sub-Counts

Tororo District
Remigio Aluky. Contact Farmer for Anmmal Tracuion, Buteba Parish. Busia Sub-Distnict, Bater

Sub-County, Tororo District
Okama. Amagoro Village. Mawero Parsh. Buteba Sub-County . Tororo District (tanmeri
Gabriel Alangar, Amago.o Village, Tororo District (farmer)

Mbale

Muhammad Ahga Al Agncuttural Insurance Farm Supply Shop, Lock Up No 340 Manes

Road. Mbale Town (MAGRIC "Istributors

Soroti

Andrew Pritchard. General Manager. SAINMCO Liud.

Cornellius Arsu. Natonal Project Director. UGA 80,0060 and UGA'B6/01 3

Keith EHiot. Chier Production Engineer. SAIMMCO Lid

Akorimo Deogracious. Research and Development Engineer, SAIMMCU Lid

Otim Mike. Chargehand. Fiting and Machining Secuon. SAIMMCO Lid

Olengor G.. Chargehand. Blacksmithing and Welding Section. SAIMMCO L

Sam Amunat. Book-keeper, SAIMMCO Lud

Shop Floor staff, SAIMMCO Lid (almost all intenviewed in small groups by one ar atiie
member of the Evaluation Mission)

Mrs Mary Teddy Ocung. Madera "B" Cell. Majejo "B, Sorot District tiarmer)

Charles Aben. District Extension Cocrdinator. Sorot District

Faustino Anyumel. Field Extension Worker. Sorou Distnict

Elias Egaru. animmal Traction Otficer. Soroti Disirict

Okello Elepu. Katine Sub-County., Sorob County (farimer)

Mrs Egonu Martha, Omarar Village. Katune Sub-Cornty (farmer)
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Esaloticr Eduku, Katine, Katine Sub-County (blacksmith)

George Elibat, Arapai Sub-County (farmer)
Eboku Augustine, Assistant Manager, Agricultural Development Project (ADP), Sorou

John Kajoba. Project Manager. World Learning Inc., Sorou
Miss Liz Adippa, U-Press Project. Soroti

Father Mobiro, SOCADIDO, Soroti

Various personnel, Hands in Service, Sorot
Project Manager, ENEAGO (Road construction Programme). Soroti (client of SAIMMCO)

Mackay Zlesu, Omodoi Village. Asuret Sub-County, Sorot County (farmer)
Mrs Elesu, Omodoi Village, Asuret Sub-County, Soroti County (farmer)
Stanley Omujal, Asuret Village. Asuret Sub-County. Soroti County (farmer)
Eriekesi Egau, Omoratok Village, Aunira Sub-County, Serere County (farmer)

Kuui

Valdo Odeke. District Agricultural Extension Coordinator. Kumi District

Silver Echaat. Assistant Agnicultural Officer. Kum Distnct

Okeilo Nocklet, Chairman. Learn and Do. Kachaboi Veterans Association (tarmer)

Olupo Alex. Chairman. Ongino Youth Farmers. Kachaboi Parish. Ongino Sub-County 1tar. ¢

Mill operator. Ongino Leprosy Centre. Ongino Sub-County

Mrs Margaret aborot. Chairperson. Bukedea Women's Struggles Association. Buhedea. k
District (potential client orf SAIMMCO)

Mrs Florence ERitui. Secretary . Buhodea Waomen's Struggies Associatioe

District
Members (about 13). Bukedea Women's Struggles Association, Bukedea, Kunn District

Bukedea. A
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APPENDIA 4

PRINCIPAL DOCUMENTATION CONSULTED

UNCDF (1987) Project Document. UGA/80/C06, signed 14 August 1987

UNDP (1987) Project Document, UGA/86/015. signed 14 Augu't 1987
GEMCO (1990) Preparatory PhaseInitial Study for the manutacture of agricultural tovis.
implements and farm machinery. Final Report. 30 January 1990 (Draft dated 25 Auyu~:

1989)

Shotton. Roger (1991) Report of Techiiscal Review Mission. May-June 1991, July 1991

J. de M.R. Belo (1992) Appraisal of project success probability. multipartite review meectin:
and evaluation ot contract proposals. Mission trom 16-20 November 1992. UNIDO

Vienna. 4 December 1992 (includes Substantive appraisal of actual conditions for proic,
successful implementation: Extracts from the May-August 1992 Quarteriv Reporr o0

project "Field mechanization systems for production of sunflower and legumes™: Not.
on Mulupartite Meeting ot” [8 November 1992 Report on Joint Meeting for Svabaatio

of Contract Proposals of 19 November 1992
UNCDF (1993) Environmental Guideiines tor the UNCDF Project Cycle. Report preparcd .
Environmental Resources Ltd « o Ky tor UNCDF. January 1993

Hassall & Associates 1993 Project Inception Report, 31 March 1993

Hassall & Associates 1 723y First Progress Reports 35 Juny (993
UNIDO (1993) Contract No. 92135 petween UNIDO and Hassall & Associates Py Lid osigne
16 July by Hassall and 7 Augas 1993 by UNIDO

Hassall & Associates 19944y Second Progress Report. 31 January [994 (includes Building &
Civil Works Tender Assessment Report and Report of Product Development - piougs

and mills)
Baerez. Hugues and Odeke. Ben (19941 Report on SAIMMCO. Soroti. Ugandza. March 1994

Hassall & Assoctates 11994b) Third Progress Report. 31 July 1993 (includes Monutes and S
Report of 7 Julv 1994 and Repo:r. by Baerez and Odeke)

Hassall & Associates (1993a) Fourth Provress Report. 3 fanuary 1995 gincludes Minuies o S
Meeting of 29 December 1994 :i.d TPR of Sth October 1994 and the Foiiow-up Mecn _

ot 6 October 1994

CRE P s
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weress Report. 31 July 1993 tincludes Procurement Koo

Hassall & Associates (1995b) Fifth Prc
| February 1993 to 3l July 1595 and Intenm Marketing Report prepared by

Marketing Consultant))

UNCDF (1995) Poverty Reduction. Participation & Local Governance: The Role for UNCD

August, 1995. 51pp.

Seka Associates (1995) Building and Civil Works - Final Report. September 1995

Hassall & Associates (1996a) Sixth Progress Report. 31 January 1996 (includes compai
pared by Financial Consultant, Revisc

accounts 1994/95 and financial statement pre
Work Programme and Minutes of TPR of 3 October 1995)

Hassall & Associates (1996b) Seventli Frogress weport and Draft Final Report. 3 July 9
inancial statement prepared by Financi

(includes company accounts 199596 and 1
Consultant and Marketing Repor: prepared by Markeung Consultant)
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Appendin 3: Project Stal]

LIST OF INTERNATIONAL AND NATIONAL PROJECT STAFF

Technicul co-operation personnel

Internationally recruited professional project personnel

Post title

[

Name

B Entry of duty

Departure
(actual or
estim:ted

Long term statt:

Project Director

Project Manager

General Manager

Chret Production
Engineer

John Deas

1) Stewart Barton
u) Jeby Holthouse

Andrew Pritcharg

1oAndrew Pritchard
oy Keith Elhot

July 1993

February [993
May [994

March (993

August (993

Contract completion

May (994
March (993

January 19%7 (bui
probably o e
extended o June
1997)

February . ~93
Janvary [we7

Short term_staft:
Farm Machinery
Marketing specialist

R/D specialist
Marketing
consultant

Financial
consultant

Privatization
consultant

David Hopkins

Ldars-Ove Jonsson

Roger Limbrey

Cohin Smuth

Cohn Smith

IS Maren {9493

3 March 1993

|
|
;! February 1993
i
|
i
|
l
| 24 July 1993

23 January 1993
9 March 1995

I August 1993

I June (996

19 March 993

19 March (993
7 August 1993

2 Februars 1995
27 March 1993

3 weeks (non-
SONUNUOUS Y

77 days (nen-

© CONUNUOUS

e R e
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Techinical co-operation personnel (cont.)

Nationally recruited professional project personnel

Post title Name Entry on duty Departure
Ugandan ox-plough adviser | Alphonse Akou 8 March 1993 19 March 1993
for Project Inception Team
Ox-mechanization specialist | Alphonse Akou 24 July 1993 7 August 1993

: |
Government project personnel
Post title Namwe Entry on duty ! Departure

Nauonri Project Cornoidius At January 1990~ } On-gomny

Director

Junuary 1990~ On-goiny

J
Product.on Engineer  Guaoaestus Opiu !
i
Devstacious Nhorimge 1 November {992

R&D Engineer

Resign Marcih ivvs

]
|
% ()H-g\nnl_{
‘ January (994 !
!
1
f

Company Accodn- Sain Ocholi
tant } but this 1s stidl n
, ratitied by Gul
NOTE:

= Dure of esrahlisment or SALMMCO wy o Lunited Company

SRR Lt an i oo s SR erye e —— -
LU o 4 Qe —-
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APPENDIX 6

Appendix 6: Equipment procur

LIST OF INVESTMENTS IN BUILDINGS AND EQUIPMENT

The following list has been taken from the Financial Statement as at 30 June 1996
and represents the calculation of the Loan Account with UNCDF

TOTALS

Construction and butldines:

Plant and Machinery:
Manufactunnyg
General utility tools
Tools for ool 1ssuing room
Machines tor ool room
Tin Smuth
Paint Shop
Tools. dies and nigs
Handhny « J mternal ransport
Miscellancous equipment
Oftice cquipment
Other
SUB TOT AL

Raw matenals:

GRAND TOTAL

USs$

660.040

207,163
43,431

44.833
45,793
13.626
13,747

14,284

119,366
41,721
374133
376,099

1.610.274

U Sh

972,894 840

197.03. 166
41.262.578
42,591,255
43475 040
(2,944,643
12,061,228

12,069 3382
13,847,060
A3.633.823

1
i

1.877.786.92Y
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SAIMMCO SERVICES AND PRODUCT BROCHURES
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Manufacture of Agricultural
Machinery & Implements

General Fabrication
Precision Machining

Rehabilitation of Worn
Machinery & Plant

®  045-61363
Fax 045-61361
email gm(a'saimmco.uu.imul.cum
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SEe.CHEICATIO

Single furrow mouldbomd plough
- Furrow wadth 20cm
. U nder-beam cleatange 15 cm
- Over-all langth 180 ¢
- Weight 38 ky
Foreed steel beam

- Share boron sieed handened
- Mouldboard Ceencral purpose boron steel
- Harch plate adjustable hotzontally and verucally
- Pand wheel 1 em diameter, adjustable heipht '
- Handles 8mn neadiy braced with hollow perforated prs
- | andsaide Hardened boron steel with cast or l"abricmcll heel
- AYERGNNTIITSN

-spannet

-plough cham
- Attachiments coptional at extra costy
-nidger body

-eroun d-nut Tt
CHARACTERISTICNS

The SAINNMCO T Sanpara ox-ploughisatobustimplement. popular

for tmany vears witl - eandan fanmers for s speed and case of

aperiation

Ihe combation ot basdened, horon steel skare and a boron steel
monddboard cosmes mavamuam duability, even in abrasive soils,
while the desten ot m moubdboard achieves ettective soil inversion
and pood bural ot s nash and weeds

A hich plate adpetabdc both honzontally and verueally makes the

SAIMMCO “Sunpuia” ox
O “Sunguia ox-plough adaptable to dvaught anumals of

varying sizes for ploughing under a wide range of soil condiions At

the same time, rigid ¢ o |
mnl\c ?Il?l(.. rigid construction ensures that all components remain
properly ahigned for maximum output and minimum draught

§ ace Reree N . ¥ 3
! |'uu.l stec! plough handies are fitted with hollow. pertorated hand
£ops for manimum operator comfont

Miernative bodies available for the SAIMMCO “Sungura™ plough

-stngle fumow ridees

-single furrow ground-nut lifter

GUARANTEE

All uuplgmcm.\ and machines produced by SAIMMCO are guaran-
teed agamst defects in workmanship or materials for a period of onc
vear (L2 calendar months) from the date of entry into service This
cuarantee s hmited o replacement. free of charge to the customer, of

con : turne ¥ 1 1 ecti
Componcnts returned to the factory which are found to be defective
momatenal o \mrknmn.ship

1
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COMPANY PRODUCT RANGE

SENGERITON-DRABN PPLOUGEH N
PO BAR HIEE el SYSHEN
REOWT RS L INK T RS
M INIONDYSNPIND TOO T HARRON
ONDRAN CHARIN (5 SIZEN)
HANINIERNULLN 1S - 30 1P
RICT HETTTRS
FLANTYOROENDY NG LN RS
HIANDY RO NDNU L ROVINTERS
GROUND N L TERS
VLAND AL O PRESNEN
W ALER TANKS (2000 - 12,000 [ 1)

SPARE PARIN FOR UL ABOVE RANG]
AND UNOTOROTHER SUPPLIFRS TN

NPT WORK TO DIRAEINGS O 1D IS

A& VM0 Proect tunded by UNDPIUNCDF /GO

SAIMMCO LTD (U)

Sordti

OX CART

PO BOX 280 K O045-611303
SOROT ~ Fax 45-613061



Akste.

SPECIFICATION

] Orc-dravn twe-wheeled general purpose can
5 Clias o angle won box structure canving wheel anle
3 bearme: and draw -pole attachment
Steeh whieels e an diameter. 10 emowade. 12 spokes
: Wheo st ST am wade with mtegral welded ande
e e deadual A0 mame diameter steel prpe
- atte odbmprernated replaceable woaden
block
Ty o dechpipe F R m fony
i e e ooy bodowith sohd sides and hinged tnlpaie
3 boor a0 m deneth D70 me hiepht 6 S
PBroals Capacity

cnocr-aliieneth v m

v aadib b T
S caiance S om
W A R

CHOARANC TERINTICS

e SAINIYR G Careanemdy constructed welded steel boy
U ot cential dhiasses o whneh are attichied thic

P i wnee! ande beanmgs

Cnotabig caiure ofthie on cart s the design ot the high-steneti
b o i wade nims attached by 12 splaved sed!
v v e S i wade hubs, thus catening ton roueh

wainor o tarn and videe racks.

The wheels are we

v ldedwo 16 m long steel tubular axle shafts
which run m thiee

e pairs of 30 mm wide impregnated wooden-
Hock bearmps moumed 18 ¢ apiart i the cross chassis The

| d evenly across the width of the
cart onvde beimmeswhich mav

wesght of the load i thus camie

be easily replaced when womn
Fhe tabudar stee! diaw -poleisattached to the cross chassis i the
centre of the cat thus pulling from the load centre.

GUARANT L

AN mplements and machimes produced by SAINMMCO e
Samtesd asamst derects i workmanship.or materials for a
petod ol one v 0 Gaiendin months) from the date o ntry
Bortaantee s imited 1o replacement, fice of
Caree 1o the custonier, of components returned 1o the factor
defective in material or workmanship.

mle service

which e tound 1o be

|SALMMCO LID
b RE—

X R RY Y R



C o 1t : V.
Fo1 19 510 v LEQHON
COCiOst & OO AUOINIVAUND AQ ooy ol g

08T X\
¢ XO" Od NEACHTAO SONLUEAC OF NAOAE JET S

NLINDY SHATTLANS AHLO MO FONTE N
ADNEA CLAOMY I HO-D ST TN

mg Q vw :w (SELODO'TL = 000°C) SNNETW-1TE A

g SUSSHAS 1O TV INT I

— ETNEES

NHATATT LN CIN MR

TS _ SHLISVON TN N DO CNE ]
- , S TTHHS LN GN 1O N[
~ N RN RITERE
dH 0t - CESTHIN NN
(G718 STSTYE ) NN O
HONMUILITOOT INLIS CNON T
SN RS R
IVIIS AN IOV LI NUS 100

CNYTDY JO LN NN E TN S

IONVY LONAOYd ANVIINOOD




kit
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1SPECIFICATION

- os=denshipscrapenvath provision tor eraded Jump
mny

Scoop width 63 ¢m

Scoop volume O OUS cum

Chchness ob dumped and graded mateiad e
Stade wadith ey om

4 - Ropiaccable tholt-ony dlade mhar icned horor siee:

Felad nanner
Drcontaceable hard wood handles 1o ong
yoo st wadth 8eoem

P opiha abls boron

alviength 2 2
o

. o )
vy o bl .

]

CiPARACTERISTICS

P S VINVTCO D Scoop s an ox-draswn ship serapes
desiened 1or carth-moving operations such as digging

e sonds and miane small carth dams adso
e sty o tor agnicultural toads

Goopetation ine sceopos tbied by rasig the handios unug
Bhide ot sob When full the scoop shides onats
Laccabae tunnets bo o dump the soil the handies are

Coocdunt the scoop e pulled over centre onto s back, s

cra oosthon beme detcinmmed by the stop tues 1ot

position the gap beiween the

blade and the original ground
tevel alfows

( a4 graded flow of material, in a laver about
Somm ek thus Jeay ing o smooth. level surface

Fhe SAIMMCO Dam Scoop is rigidly constructed for
durabiin Replaceable boron steel blade and runncts

|\lL |il|ll Jleomyg nntenangy s d() U'\L‘ WO rcplaccah]c \\;()Udcn
Tandies

GUARANTEF

Albmplements and machines produced by SAIMMCO e
Luaranteedagamstdetects in workmanship or materials tor
apenod ol one vear (12 calendar months) from the date of
i mtosenvice: This euarantee is limited to replacement

frec ol charge o the customer, of components returned o

the facton which we found 10 be defective in maternial or
workmansiap

e —
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SPECIFICATION
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APPENDIX 9

MINUTES OF TPR OF 16 OCTOBER 1996

These Minutes had not been reccived by the time of finalizing this report but may he
praced here when convenient:
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Last page of Minutes here.
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APPENDIX 10

© MINUTES OF WRAP-UP MEETING OF 5 NOYEMBER 1996

These Minutes had not been received by the ume of finalizing this report but may de
placed here when convenient:

R TITY %
? - 7
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Last page of Wrap-up Meeting Minutes.
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APPENDIX 11

PHOTOGRAPHS TAKEN DURING EVALUATION MISSION

Fig. 1 The difference between the SAIMMCO plough and... (see Fig. 2 below)

Fig. 2 ... and a very poorly adjusted plough obsernved in Tororo District

(note the impossibly low height of the handles)
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Fig. 3 Traditional method of transport of the plough. The SAIMMCO plough has

a skid to reduce damage to the plough during this type of transport operation.

Fig. 4 Although farmers normally possess a sledge such as this. 1t 1s not always used
for transporting the piough to the field. The alternative use of a cart is rarely.
it ever. seen in Uganda.
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Fig. 6

Guided by the MAAIF Animal Traction Officer for Tororo, Mr Ologe.
the Evaluation Mission interview farmers in Tororo District.
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A member of the Evaluation Mission tries his hand at ploughing
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APPENDIX 12

GOVERNMENT CONTRIBUTION TO SAIMMCO

(for the Period 1990 to 1996)

Amount
24 Sept 1990 Quarterly release 11,813,916
01 Dec 1990 Quarterly release 35,352,457
06 Mar 1991 Quarterly release 30,000.000
17 May 1991 Quarterly reiease 26.000.000
01 Dec 1991 Quarterly release 8,764 .500
17 Mar 1992 Quarterly rzlease 10.800.000
12 Nov 1992 Quarterly release 1.000.000
02 Dec 1992 Quarterly release 5.800.000
05 Feb 1993 Quarterly release 6.140.000
{1 Mar 1993 Quarterly release 7.400.00) -
23 Mar 1993 Quarterly release 12,210.00U ’]
19 May 1993 Quarterly release 2.000.000 ©
29 May 1993 Quarterly release 10.260.00)
29 Oct 1993 Quarterly release 70115000 |
03 Mar 1994 Quarterly release 5.000.00u fr‘
11 Apr 1994 Quarterly release 18.300.000
05 May 1994 Quarterly release 18.320.000
23 Jun 1994 Quarterly release 36.600.000
12 Jul 1995 Release for Raw Materials 60.000.000 ,I
SUB-TOTAL 312,875,873
(Less) Revenues
remitted (o Gol
1
TOTAL 312,875.873 |

TRVE
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APPENDIX 13

SAIMMCO PRODUCT PRICE LIST OCTOBER 1996

ITEM

UNIT

OX-EQUIPMENT
Sungura Ox Plough, 8"
RHS Toolbar with Weeder or Plough
- Plough attachment for RHS Toolbar
- Weeder attachment for RHS Toolbar
Ox cart. | ton capacity
Ox Diamond Spike Tooth Harrow
Ox Dam Scoop

PLOUGH SPARES
Mouldbqard
Share
Landside
Handles
Wheel assembly
Wheel Clamp

HAMMIER MILLS
Hammer Mill (20 HP) including base
but excluding motor/engine
Hammer Mill including base and
20 HP Diesel engine
Hammer Mill including base and
20 HP Electric Motor

_— e
—_— - e

_— e e

—_— e

NET PRICE SALE PRICE
SAIMMCO | (incl. 17% VAT)
95.000 112.000
150.000 175.000
35.000 41.000
35.000 41.000
440.000 5315.000
150.000 175.000
175.000 204.750
13,900 19.000
5.200 6.100
4.300 5.300
5.000 6.000
11.500 13,500
3500 4,100
2.200.000 2.575.000
9.800.000 11.410.000
5.000.000 5.850.000

NOTE:

Price list provided o Evaluation Mis

on on 30 October 1996,
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APPENDIX 14

UTILISATION OF ANIMAL DRAFT POWER IN UGANDA IN 1986 AND 1992

1936 1992
L House Cattle ADP H/Mh Ploughs House Canle ADP H/h Ploughs
Distnct holds Fopul. dse eing i e ! RN Y v ong in use
L U00) 1'000) RES ADP | Lo, ) o ‘ . ' AP (°000»
Saati 72 7 6 68 38 3 20 98 36 X
Kumi 2 135 ) 23 14 2 1S 20 24 f
Toror 170 248 w0 183 26 11 21N ¥ 143 27
Kitgum L2 {58 8S H s T A XS % 2
Lira 60 24 30 48 23 o i X fl 4 :
Kapchoraa 7 v 23 4 3 z il 23 N 4
Morato 31 %2 —‘. 23 24 o S R p} e
Iganga 108 12y Sl 4 is e AT bR ~2 tn
Gulu 43 o2 S 22 [ < ! s 23 [
Kotdo 27 2 A 14 3 Y S0 " . :
Apa. 32 184 31 2) [ o3 46 443 35 2 n
Mhale 6 xY 43 28 N - v 43 2" 1A :
Masind: ] td RIK 2 2 s 42 30 23 2 ‘l
1
Kasese ) XX Ny 13 2 Tl N 4 oo K :
Ramuls v 133 . {oh N N RN 2 ~
hinja =S [ MY 13 2 -- N Yl A N
Houna o6 32 i3 1y 4 < 34 [N n N i
Luw¢ro "3 ¥y i b 3 3 <4 iy ] N :
Nebby b 37 s ] | il oy s 2 i i
d
Arua he,] CA) 2 ] ! N LY s 3 I 4
Kabarole o3 144 3 3 ki L AR ] - 4 7
Maya 1o s 3 9 : - 3 ; g
Twal 1278 2674 - S64 23 14N 2324 hiv 147 !
Sources: L Report on Uganda Nadonal Census tor Agricufture and Livestock. Dec 1992

&  Uganda Districts [ntormation Hand Book, 1992,

e  Odogolu W.R. Akeu A L Atdra G O. The Sratus of Animal Draught Pover o
Ugundu: Fuwure trends and Prospe . Paper presenied at the Regional AGRO-
TEC Workshop in Harare, Zimbabwe, 1992,

L Foot nute (*); % o households using or directiy benetitting trom animal drar

power in the district




A-66

APPENDIX 15

ANALYSIS OF FINANCIAL SCENARIOS FOR SAIMMCO




A-67 Appendix 15 Financial scenario

APPENDIX 15

ANALYSIS OF FINANCIAL SCENARIOS FOR SAIMMCO

Comments to the different scenarios used for the calculations

The graph indicates the three projections of possible company revenues over the next eigh
years, based on discussions with project management during the visit of the Evaluation Mission.

These are also compared with the projec. 5 ased in !

and Odeke, 1994).

The three basic scenarios are .

- Scenario A:

- Scenario B:

- Scenario C:

Optimisiic revenue projections w'th 2 options for the number of workers
operating 1n the plant:

Moderate revenue projections with 2 aoptions for the number of workers
operating the plant:

Pessimitstic revenue projections with 2 options tor the number of workers
operating the plant:

Six tables of analvsis tor these scenarios are presented:

b
2)
R}
4)
%)

6)

Al:
A2:
Bi:
B2:
Ct:
C2:

Optimistic reventie proections with constant number of workers:
Opumistic revenue projections with increased number of workers:
Moderate revenue projections with constant number of workers:
Moderate revenue projections with increased number of workers;
Pessimisuic revenue projections with constant number of workers:
Pessimistic revenue projections with increased number of workers.

There is no assumption for corporate tax payments.

The revenues are projected for the [ollow:ng 8 years. where the financial/accounting year 1993-
1996 shows the actual figures and is assumed 10 be the tirst "normal” operational vear.




SAIMMCO Revenue Projection Scenarios
800 ?

|
——~ . _ | _ i
-5 660 l - - = ‘{
> | . —m
C ! ’ . . - !
2 520 - T
g/ | L |
c |
)] : |
S oa0 o ﬁ
|
x 240

0596 9798  99-00 0102  03.04

Baerez/Odeke = Optimistic m Moderate 1 Pessimistic
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SCENARIO A:} OPTIMISTIC REVENUE PROJECTIONS

ASSUMPTIONS - THE NUMBER OF WORKERS ARE CONSTANT ASSUMING AN INCREASED WORKER EFFICIENCY
PROJECTED SALES PROGRAMME, UGANDA SHILLINGS MILLION
ACTUAL
1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
3 REVENUE
FACTORY 836 2750 3750 4500 S000 S250 5400 550.0 5500
; NON FACTORY (78 500 700 900 1100 1200 1300 1350 1350
SUBTOE 1014 3250 4450 5400 6100 6450 6700 685.0 685.0
. PROD. COSTS & O/HEADS EXCL. INVEREST
h RAW MATERIALS SO3 1300 1780 2M60 2440 2580 2680 2740 2740
" WAGES 387 387 WT 3T 357 387 387 387 387
SUPPLIES & SERVICES 170 170 {170 170 170 170 170 170 170
MAINTENANCE & REPAIR 09 50 50 SO 100 100 100 100 100
CHANGE IN STOCK (39.9) 0.0 00 00 0.0 0.0 0.0 0.0 0.0
DEPRECIATION 945 1025 1025 740 7406 667 667 667 667
MAN & ADMIN SALARY 177 177 77 117 417 4717 117 171 117
FIXED OVERHEADS 422 422 422 422 422 422 422 422 422
SUBTOT 2204 35301 4011 4112 4442 4503  460.3 466.3 466.3
PROFIT/MN.OSS 1 (120.0) (28.1) 43.9 128.8 165.6 194.7 209.7 218.7 218.7

s
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SCENARIO A:2

ASSUMPTICNS

OPTIMISTIC REVENUE PROJECTIONS

- THE NUMBER OF WORKERS INCREASED FROM 1996-1997 BY 100 %

PROJECTED SALES PROGRAMME,
ACTUAL

UGANDA SHILLINGS MILLION

1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
REVENUE
FACTORY B30 2750 37500 4500 SO0 QO S250 5400 5500 SSO 0
NON FACTORY 17 8 500 700 You o 00 1290 1300 1350 1350
SUBTOT 1018 3250 4450 S400  610.0 6450 670.0 685.0 G685.0
PROD. COSTS & O/HEADS EXCLUINTERESTY
RAW MATERIALS SO 13000 1780 2100 2440 2580 2680 2740 2740
WAGHES 87 774 774 774 774 774 77.4 77 4 774
SUPPLIES & SERVICES 170 170 170 170 170 170 170 17.0 170
MAINTENANCE & REPAIR 0y SO S ) SO 00 (00 100 10.0 100
CHANGLE IN STOCK (399) 0o Ry 0o 00 00 0.0 00 00
DEPRECIATION u3s 1025 1n2s 74 6 74 6 667 66.7 667 66.7
MAN & ADMIN SAF ARY 177 177 V77 V77 177 177 177 177 177
FIXED OVERHEADS 422 422 422 422 422 4272 422 422 422
SUBTOT 2204 3908 4398 4499 4829  489.0 499.0 505.0 S05.0
PROFIT/1LOSS 1 (120.0) (66.8) 52 90.1 1271 156.0 17410 180.0 180.0

oLV
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SCENARIO B:1 MODERATE REVENUE PROJECTIONS

ASSUMPTIONS.

- THE NUMBER OF WORKERS ARE CONSTANT ASSUMING AN INCREASED WORKER EFFICIENCY

PROJECTED SALES PROGRAMME UGANDA SHILLINGS MILLION

ACTUAL

1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
REVENUE
FACTORY 836 2150 3150 3900 4400 4650 4800 4900 4900
NON FACTORY 178 500 700 900 1100 1200 1300 1350 1350
SUBTOT 1014 2650  385.0  480.0 550.0 585.0 610.0 625.0 625.0
PROD. COSTS & O/HEADS EXCL. INTFREST
RAW MATEKIALS 503 106 0 154 0 1920 2200 2340 2440 2500 2500
WAGES 387 387 387 ig 7 387 387 38.7 38.7 38.7
SUPPLIES & SERVICES 170 170 170 170 17.0 170 170 17.0 170
MAINTENANCE & REPAIR 0v 50 50 S0 10.0 100 10.0 10.0 100
CHANGE IN STOCK (39 9) 0o 0o 0o 00 00 .0 0.0 00
DEPRECIATION 94S 1025 102s 740 74 6 66.7 66.7 66.7 607
MAN & ADMIN SALARY 177 V77 177 177 177 177 17.7 17.7 17.7
FIXED OVERHEADS 422 422 422 422 422 422 422 422 422
SUBTOT 2204 329.1  377.1 387.2 420.2 4263 4363 4423 442.3
PROFIT/LOSS 1 {120.0) (64.1) 7.9 928 129.8 158.7 173.7 1827 182.7

LL-v
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SCENARIO B:2 MODERATE REVENUE PROJECTIONS

ASSUMPTIONS: - THE NUMBER OF WORKERS INCREASED FROM 1996-1997 BY 100 %

PROJECTED SALES PROGRAMME

UGANDA SHILLINGS MILLION
ACTUAL
1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
REVENUE
FACTORY 836 2150 3150 3900 4400 4650 4800 4900 4900
NON FACTORY 178 560 70 0 900 1100 1200 1300 1350 1350
SUBTOT 1014 265.0 3850 4800 5500 5850 6100 6250 6250
PROV. COSTS & O/HEADS EXCL. INTEREST
RAW MATERIALS 503 1060 1S40 1920 2200 2340 2440 2500 2500
WAGLS 87 774 774 774 77 4 774 774 774 774
SUPPLIES & SERVICES i70 170 170 170 170 170 170 17.0 17.0
MAINTENANCE & REPAIR 049 50 50 50 100 100 10.0 100 100
CHANGE IN STOCK (399) 00 00 00 00 00 00 0.0 00
DEPRECIATION 91S 1025 102 s 74 6 740 06 7 66.7 66.7 6o 7
MAN & ADMIN SALARY 177 177 177 177 177 177 17.7 17.7 17.7
FIXED OVERHEADS 422 422 422 422 422 422 422 422 422
SUBTOT 2214 367.8 4158 4259 4589 4650 4750 481.0 481.0
PROFIT/I.OSS | (120.0) (102.8) (30.8) 54.1 91.1 120.0 135.0 144.0 144.0

LY
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SCENARIO C:1

ASSUMP THHONS

PESSIMISTIC REVENUE PROJECTIONS

- THE NUMBER OF WORKERS ARE- CONSTANT ASSUMING AN INCREASED WORKER EFFICIENCY

PROJECTED SALES PROGRAMME

UGANDA SHILLINGS MILLION

ACTUAL
1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04

REVENUE
FACTORY Byo 1300 2300 305¢  3SS0 3800 3900 4000 4000
NON FACTORY 178 500 700 Jou 100 1200 1300 1350 135.0

SUBTOT  101.4  180.0  300.0 3950 465.0 500.0 520.0 5350 S35.0
PROD. COSTS & O/HEADS EXCL. INTEREST
RAW MATERIALS 503 720 1200 1S80 180 2000 2080 2140 2140
WAGHS IR7 87 387 387 387 387 38.7 387 387
SUPPLIES & SERVICES 170 170 170 170 170 (70 17.0 17.0 170
MAINTENANCE & REPAIR oY S0 50 S0 100 10.0 10.0 10.0 10.0
CHANGE INSTOCK (3ivY) 00 00 00 0.0 00 00 0.0 00
DEPRECIATION 94 S fO2 S 102§ 7406 74 6 667 66.7 667 667
MAN & ADMIN SALLARY 177 177 177 177 177 177 17.7 17.7 177
FINED OVERHEADS 427 22 2 422 422 2 422 422 422

SUBTOT 2204 2951 3431 383.2  386.2 3923 4003 406.3 406.3
PROFIT/LOSS 1 (120.0) (115.1) (43.1) 41.8 78.8 107.7 119.7 128.7 128.7
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SCENARIO C:2

PESSIMISTIC REVENUE PROJECTIONS

ASSUMPTIONS: - THE NUMBER OF WORKERS INCREASED FROM 1996-1997 BY 100 %
PROJECTED SALES PROGRAMME ____ UGANDA SHILLINGS MILLION
T ACTUAL
1995-96 1996-97 1997-98 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04
'REVENUE
FACTORY 836 130.0 2300 3050 3550 3800 3900 4000 4000
NON FACTORY 78 S0.0 700 90 1100 1200 1300 1350 1350
suB1totr 1014 1800 3000 3950 465.0 500.0 S20.0 5350 5350
PROD. COSTS & O/HEADS EXCL. INTEREST
RAW MATERIALS 503 720 1200 IS80 1860 2000 2080 2140 2140
WAGLS iR7 774 T4 774 774 774 774 774 77 4
SUPPLLES & SERVICES {70 {70 170 170 170 170 17.0 17.0 170
MAINTENANCE & REPAIR 09 S0 S0 S0 100 10.0 10.0 10.0 100
CHANGLE IN STOCK (39 Y) 0o 00 00 00 00 00 00 00
DEPRLCIATION 94 S 1025 102 S 74 6 74 6 66 7 66.7 66.7 66.7
MAN & ADMIN SALARY 177 177 177 177 177 177 17.7 17.7 177
FIXEED OVERHEADS 422 422 422 422 422 4272 422 4272 422
seBTOT  221.4 3338  381.8 3919 4249 4310 439.0 445.0 445.0
PROFIT/L.LOSS 1 (120.0) {153.8) (81.8) 3.1 40.1 69.0 81.0 90.0 90.0
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A-75 Appendix 15 Financial scenarios
Comments to the Schedule of Financial Indicators for the Different Scenarios

The soiiedule contains the same 3 scenarios used above (Al, Bl. Cl) representing an optimistic
a moderate and a pessimistic forecast of the projected revenue and with the costs assuming o

constant number of workers.

Each scenario .has two sub-scenarios representing a reduced initial investment/asset value.

The two new initial investment/asset values used tor the sub-scenarios are derived as follows:

ASSET ITEMS (Million USh) Original Scenario Sub-Scenario | Sub-Scenario 2
Construction & Building 972.80 972 .80 700.00 '
Machinery 545.92 545.92 423 49 ;
Liitial Waorking Capital 359.06 ;
1
TOTAL ASSET VALUE 1.877.78 1.518.72 112349

Asset vafues are based on vust values as vuthned in the SADMMCO Fuancial Stalemient iy the Tth Progress Repant
The Net Present Values are calculated using a discount rate of 7 ‘¢,

The Discounting Period 1s 15 vears and the revenues and cost are assumed constant trom the v
vear of operation.

The Pay Back Period indicates the number of yvears 1t takes to repiy the mitial investment vt .
of the project.

Interpretation of Financial Rates of Return used for the calculations of financial indicators.

The following Rates of Return have been calculated:

- Internal Rate of Roturn on Total Investment (IRR).
- Internal Rate of Return on Equity (IRRE1).
- Irternal Rate of Return on Equity (IRRE2).

Internal Rate of Return on Total Investment (IRR).

The cash-tflow used for calculating [RR 15 as follow:

1) Real initial investment in period 1, which 1s equal to total investment less financial pre-
production expenditures (interest).

| Net cash-tlow in period 2, which 15 equal to:
sales less operating cost
less increase in working capital
less increase 111 Aixed capital
less corporate tax

3) Net cash-flow on yearly basis until last year of productio:.
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4) Salvage value of initial fixed investmen. plus recovery ot working capital.

The IRR is the relevant criterion for evaluation from the investor’s or from the project’s pouu
of view. and indicates whether the total investment is a success or not.

Neither the cost of finance nor the depreciation charges have any influence on the generated
cash-flow used for the computation of [RR.

For our specific case, there is no initial construction period and therefore no real it
investment. Only for computation purposes, the value of the assets of the Company are used
instead of an initial investment and have no influence on the final result.

Internal Rate of Return on Equity (IRREI).

The cash-flow used for calculating IRREL is as follow:

b Equity paid in period 1.

2) Net profit in period 2, which 1s equal to:
sales less variable cost
tess fixed cost (including depreciation)
less cost of finance
less corporate tax

3) Net profit on yearly basis unul last year of production.

The IRRE! is one of several poss.ble criteria tfor evaluating the financial attractiveness of .
project. which takes the mode of finance into special account. {t1s a concept stmlar o wii.
economists calf “the rate ot profit on production” and [RREI 1s the relevant rate of returs 1o

the production _manager’'s point of view.

Internal Rate of Return on Equity (IRRE2).

The cash-tlow used for calculating IRRE2 15 as follow:

1) Equity paid in period .

2) Net cash-flow less debt service in period 2. equal to:
sales less operating cost
less increase in v-orking capital
less increase in fixed capital
less cost of finance
less debt repayment
less corporate tax

K)) Net cash-tflow less debt service on yearly basis unui fast year of production,

The IRRE2 15 an indicator measuring the inancral attractiveness of the project fro
shareholders’ point of view,
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SCHEDULE FOR FINANCIAL INDICATORS FOR DIFFERENT SCENARIOS

NET INTERNAL | INTERNAL | INTERNAL PAY
PRESENT RATE OF RATE OF RATE OF BACK
VALUE RETURN RETURN RETURN PERIOD
USh (Mithon)
(NPV) (IRR) (URRE1) (IRRE2) (YEARS)
OPTIMISTIC SCENARIO
(A):
With Initial Asset Vajue ~343 9 % 3% 9 9 YEARS
USh 1,878 Miilion
Reduced Initial Asset Value +380 i1 < 5 % §1 < T YEARS
USh 1.518 Mallion 4
i | |
Reduced Initial Asset Value | -913 15 v T N © Y EARY
USh {,123 Milhon ; ] J‘,
- * T
MODERATE SCENARIO ¢ j
(B): : ; !
With Iniial Asset Value - 49 T [ < i Ty ju
USh 1.878 Milhon i YEAKS
{
Reduced Initial Asset Value =250 9 < LI ‘ 9 < Y Y EARS
L'Sh 1.518 Miilion
Reduced Imitail Asset Value | 6.3 13 T 13 7Y e RS
USh 1,123 Million f
PESSIMISTIC | ‘
SCENARIO (C): j
With Initial Asset Value } 380 5« - 3 13
USh 1.878 Million YEARS
Reduced Initial Assct Value -143 o < [ U
USh 1.518 Million YEARS
Reduced Initial Asset Value +193 9 % 34 9 % 9 YEARS
USh 1,123 Million '
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APPENDIX 16
MARKETING STRATEGY RECOMMENDATIONS

The following recommendations were inade by the Marketing Consultant and presented i the
report which is included as an Appendix to the 7th Progress Report. Because of the importarn:

implications for the company, they are reproduced below:

Recommendations

Based on the conclusions outlined above and detailed in the report, it i
recommended that SAIMMCO establish a marketing relationship with MAGRIC
Uganda Ltd. through a tormal Distribution Agreement which would cover the
reguiar SAIMMCO product line of ox-drawn agricultural implements to be soid
through the MAGRIC network of rural dealers and also direct from the factors .

)

Secondly, it 1s recommended that SAIMMCO turther develop, through s .
house desk-top publishing facility. the series of leatlets and newsletters inituted
during this mission, for distribution both through MAGRIC's direct ma..
programme and through a parallei direct mail programme 10 be established .

SAIMMCO.

1) Thirdly. 1t 1s recommended that SAIMMCO develop a close relationship witir 1
ginnery industry both for the services which SAIMMCO is uniquely capable o
providing in ginnery rehabihitation and tor the sake of the possible intluence e
ginneries imay have in marketing agricultural mpiements anmong contract gromet -

Fourthly, it 1s recommended that SAIMMCO develop a commercial interfacy
through the employment of a sales clerk. or "shop-keeper® to handle saics
enquiries, process orders and look atter customers at the tactory. Plans to conver
the small room at the rear of the entrance hall as a sales counter ared shouid ve
carried out immediately and suitable signs should be provided to better identin

the SAIMMCO premises ~nd to direct customers.

+)

Finally. it 1s recommended that the other aspects of business managemer:
mentioned in Para. 2.12 above should be examined in the context of the annua.
analysis and presentation of the company accounts tor eventual discussion al the
next tri-partite review meeting.

(4
—
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APPENDIX 17

PRVATISATION C

The following calendar fo
Consultant and has been agreed and approved at th

1996

ey
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