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I. Introduction 

The 1988 Article IV consultation discussions with Uganda were held 
in Kampala during February 7-27, 1988, in Washington during March 27-30, 
1988, and again in Kampala during May 7-27, 1988 and June 22-July 8, 
1988. The Uganda” representatives were led by the Minister of Finance 
and included the Ministers of Commerce, Planning, and Industry, the 
Govecnor of the Bank of Uganda (the central bank), and other senior 
officials concerned with economic and financial matters. The staff 
representatives were Messrs. Keyes (head) and Taha (both AFR), Greene 
(RES), ~r05m (ETR), and stelh (FAD). Hr. Artus (AFR) also participated 
in the February and March discussions. Assisting the mission was 
Hr. Begashaw, the Fund resident representative in Kampala. 
Mr. Abdallah, Executive Director for Uganda, and his advisor, Hr. Faria, 
participated in some of the discussions. 

The Ugandan authorities, in cooperation with the staffs of the Fund 
and the World Bank, have developed an updated three-year program of 
economic adjustment and rehabilitation covering the fiscal years 
(July-June) 1988/89-1990/91. The Minister of Finance of Uganda has 
transmitted to the Managing Director a revised policy framework paper 
(PFP) containing a description of the authorities’ policies over this 
period. l/ The same paper was sent to the World Bank and will be 
considered by the Bank’s Committee of the Whole on September 6, 1988. 
In support of the policies outlined in the PFP, the Ugandan Minister of 
Finance has requested approval of the second annual arrangement under 
the Fund’s structural adjustment facility (SAF), in an amount equivalent 
to SDR 29.9 million or 30 percent of quota. Uganda’s second 
disbursement under the SAF would become available upon Executive Board 

II EBD/88/239 (8/23/88). 
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approval of the second annual arrangement under the SAF covering the 
period July 1. 1988-June 30. 1989. The related memorandum on economic 
policy appears as the annex to Appendix I to this report. 

The Uganda” authorities also requested approval For the release of 
the second tranche of a World Bank Economic Recovery Credit, for which 
the first tranche was approved and released on September 15, 1987. An 
appraisal mission from the Bank visited Uganda in May. 1983, and the 
second tranche was released on July 7, 1988. 

Between 1981 and 1984 the Fund approved three stand-by arrangements 
for Uganda totaling the equivalent of SDR 320 million, or 321.3 percent 
of quota, plus a purchase under the compensatory financing facility 
(CFF) equivalent to SDR 45 million, or 45.2 percent of quota. After 
1984 Uganda made no further use of Fund resources until mid-1987, when 
the Fund approved Uganda’s request for arrangements under the SAF 
totaling the equivalent of SDR 63.2 million (63.5 percent of quota), 
including the first year disbursement thereunder for the equivalent of 
SDR 19.9 million (20 percent of quota), plus a compensatory financing 
facility purchase equivalent to SDR 25.0 million (25.1 percent of 
quota), on June 15, 1987. On February 5, 1988 the Fund approved 
Uganda’s request for a compensatory financing facility purchase 
equivalent to SDR 24.8 million (24.9 percent of quota), bringing 
Uganda’s total drawings under the CFF to 50 percent of quota (Table 1). 

Over the past year Uganda has experienced difficulties in dis- 
charging its financial obligations to the Fund on time, and the 
Executive Board has been notified on four occasions that Uganda was 
overdue on its financial obligations to the Fund. On August 1, 1988 a 
complaint under Rule K-l of the Fund’s Rules and Regulations was issued, 
at which time Uganda’s arrears to the Fund were SDR 20.0 million. On 
August 25, 1988 these arrears were cleared, Uganda became current with 
the Fund, and the complaint under Rule K-l was withdrawn. 

Uganda continues to avail itself of the transitional arrangements 
of Article XIV. Summaries of Uganda’s relations with the Fund and the 
World Bank appear in Appendices I and II, respectively. Outstanding 
statistical issues are described in Appendix III. A summary of the 
basic data for Uganda appears in Appendix IV 

As of July 311 1988, Uganda’s outstanding use of Fund’s general 
reso”rces, including overdue repurchases of SDR 13.5 million, totaled 
SDR 158.4 million, of which SDR 49.8 million is under the compensatory 
financing Facility and SDR 108.6 million is under the enlarged access 
policy. In addition, SDR 9.3 million is outstanding to the Trust Fund 
and SDR 19.9 million to the Special Disbursement Account under the 
structural adjustment facility. 

When the Executive Board considered the staff report on the 1987 
Article IV consultations and Uganda’s request for a first year SAF 
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arrangement on June 15, 1987, Executive Directors welcomed the wide- 
ranging economic adjustment and rehabilitation program that the Ugandan 
authorities had adopted to address long-standing structural issues. 
Emphasis was placed on the need for Uganda to follow a flexible exchange 
rate policy, to achieve budgetary targets, to monitor credit expansion 
carefully and to adjust key interest rates if called for by price and 
other developments. Directors recognized that the successful imple- 
mentation of the program would call not only for increased export 
receipts but also a resurgence of capital inflows and debt relief. 

II. Background and Recent Economic Developments 

1. Background 

The Ugandan economy has experienced profound difficulties over most 
of the past two decades. Real GDP declined significantly during the 
1970s and early 198Os, reflecting lax economic policies and the effects 
of continuing military conflict and civil war. A short period of 
economic revival occurred between mid-1982 and mid-1984, as an economic 
adjustment program supported by Fund stand-by arrangements and World 
Bank structural adjustment credits was being implemented. Adherence to 
the adjustment effort waned during 1984/85, however, at a time of 
growing civil unrest. The economic situation deteriorated sharply 
during the following year, as civil war intensified and a new government 
took power early in 1986. 

The new Government faced a major task of economic relief and 
rehabilitation. Civil war had devastated many of the major growing 
areas, decimated the male population, created widespread hamelessness, 
and disrupted most social services. In addition, Uganda’s road network 
was badly damaged, with many highways largely impassable for commerce. 
Urban areas were frequently short of foodstuffs, and with imported goods 
also scarce, the annual inflation rate accelerated to more than 100 
percent during the last half of 1985/86 (Table 2 and Chart 1). 

During its first year in power the Government concentrated on 
restoring order and providing relief to areas devastated by the civil 
conflict, and thus it took time for the authorities to formulate a 
comprehensive economic strategy. In 1986 the authorities experimented 
briefly with a dual exchange rate system before unifying the exchange 
rate for the Uganda shilling at the mure appreciated of the rates, 
U Sh 14 per dollar. Moreover, from early 1986 through mid-1987 the 
budgetary policies were largely ad hoc, contributing to major overruns 
in expenditure and a widening of the domestic budget deficit to the 
equivalent of 4.8 percent of GDP. Domestic budgetary financing 
increased sharply, and the broad money stock expanded by nearly 150 per- 
cent between end-June 1986 and end-June 1987. Domestic inflation in 
turn accelerated to an annual rate approaching 250 percent. 



- 4a - 

CHART 1 
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In the external sector, the sharp decline in real producer prices 
depressed the volume of marketed export goods, white continuing domestic 
transport problems and frequent disruptions of external transport routes 
inhibited cofEee shipments. resulting in lower export. earnings. In 
addition, external assistance remained scarce, influenced in large part 
by uncertainties about the direction of policies. Accordingly, the 
provision of foreign exchange for imports through the official foreign 
exchange market was tightly constrained, and there was a SO percent 
increase in external arrears. With rapid inflation, the official 
exchange rate became increasingly overvalued, and the divergence between 
the official race and that in the parallel market widened sharply. 
Against this background the authorities formulated a comprehensive 
program for economic adjustment and rehabilitation, which was reflected 
in a three-year economic and financial policy framework and the specific 
macroeconomic and structural adjustment program for the 1987188 fiscal 
y*Cll-. 

2. The 1987/08 SAF program 

Uganda’s 1987/88 economic program included a wide range of policy 
measures encompassing the exchange and trade system, the monetary 
sector, producer pricing, the government budget, parastatal reforms, and 
public sector administration. 11 Major objectives of the program 
included an increase in real CDP of 5 percent, a decline in the 
inflation rate to 30 percent, and a substantial strengthening of the 
balance of payments through higher exports, increased donor assistance 
and debt restructuring. On May 15, 1987 the Government devalued the 
Uganda shilling by 77 per cent to U Sh 60 per U.S. dollar, in 
conjunction with a major reform of the national currency and the 
imposition of a 30 percent conversion tax on all outstanding currency 
and bank deposits. MOl-*OV*r, the authorities agreed to institute an 
open general licensing (OGL) system for selected industrial firms and 
commodities as a first step toward liberalising Uganda’s cumbersome 
foreign exchange allocation system, and to begin extending the coverage 
of the OCL system on a quarterly basis during 1988. Substantial 
increases in producer prices were announced. including a 182 percent 
rise in the critical price of coffee to U Sh 24 per kilogram. In 
addition, petroleum prices were increased to reflect all landed and 
distribution costs, plus a margin for required government revenue. 

In the Eiscal sector, the authorities decided on a budget for 
1987/88 that would exert a significant contractionary influence on 
monetary expansion. Even though the program allowed for a virtual 
doubling of cut-rent expenditure and a quadrupling of development 
expenditure, total revenue and grants were projected to show a more than 
threefold increase, while a very large rise in net foreign financing was 
expected. As a result, it was envisaged that net bank credit to 

l/ For a detailed description of the 1987/83 program, see EBS/87/110 
(5722187). 
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government would fall by almost U Sh 2 billion, close to one-quarter of 
the money stock at start of the fiscal year. There were also plans to 
prepare for a broadening of the revenue base following a study of import 
duties and the domestic tax system. Furthermore, the authorities agreed 
to institute a number of important structural policies, including 
reforms in tax administration, budget formulation, and expenditure 
c0ntt01; measures to dispose of long-standing expropriated properties 
and improve the efficiency of parastatal enterprises; and programs to 
increase the productivity of the civil service, including a census of 
government employees and measures Co reduce the number of temporary 
workers. 

In support of this program the Fund approved a three-year SAF 
arrangement and the first annual arrangement thereunder on June 15, 
1987, together with a requested CFF purchase for the equivalent of 
SDR 25 million (25.1 percent of quota). The Uorld Bank subsequently 
approved a Structural Adjustment Credit totaling US$LOS million, 
including anticipated cofinancing. Other donors also responded 
favorably to the Uganda” program at a Consultative Meeting organized by 
the Bank in early June 1987. In addition, in Late June 1987 the Paris 
Club agreed to a comprehensive rescheduling of Uganda’s current debt 
service obligations and outstanding external arrears. 

3. Performance under the program and recent economic developments 

Performance under the 1987188 program was mixed. There were signs 
of recovery in some key productive sectors but serious slippages 
occurred in the implementation of financial policies and structural 
reforms. 

Real output increased by 3 percent during calendar year 1987, 
reflecting improved production in agriculture and the manufacturing 
sector. Moreover, during the first half of 1988 production increased 
significantly at a number of establishments included in the OCL system, 
as the supply of imported inputs and spare parts improved. An important 
beginning was made in rehabilitating the domestic road and transport 
system, and negotiations were concluded with Kenya and Tanzania to 
secure more reliable transport for foreign trade. After mid-year the 
domestic security situation also improved, allowing the progressive 
reassimilation of important agricultural areas in the northern and 
eastern parts of the country. 

There was much Less progress in achieving the program’s stabili- 
zation objectives. Although domestic prices fell in June 1987 and 
remained low during the next two months, they then accelerated rapidly 
and in May 1988 exceeded the May 1987 level by 152 percent. A variety 
of exogenous factors contributed to this result, including unanticipated 
external sector problems that Led to shortages of imported consumer 
goods and a temporary closure of the Kenya” border in December 1987. 
Domestic policy slippages were, however, chiefly responsible for the 
persistence of strong inflationary pressures. Budgetary expenditure 
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targets were missed by a wide margin. with the overrun being almost 
entirely attributable to current expenditure and a reduction in 
arrears. With external financing falling short of program estimates, 
the targeted reduction in net bank credit was not realised and instead 
government reliance on bank credit increased by U Sh 7.5 billion, 
equivalent to 82 percent of opening money stock (see Table 3). Credit 
to the private sector, as a percentage of opening broad money stock, 
which had been expected to increase by the equivalent of 33 percent, 
rose in fact by 114 percent with the stimuli being provided by 
agricultural and trade-related credit. ln this connection, early in the 
fiscal year the Bank of Uganda reduced interest rates from levels that 
were already highly negative in real terms and adopted a passi.,= credit 
stance. L! Furthermore, the contractionary effect of the May 1987 
currency-levy on private sector liquidity was partly offset by a Large- 
scale reduction in Treasury bill holdings by the nonbank public shortly 
thereafter. Accordingly, the benchmark on net domestic credit was 
exceeded by a very large amount, and broad money increased by 231 per- 
cent rather than the targeted 40 percent. By the end of the fiscal 
year, the banking system was becoming increasingly illiquid in the face 
of rapid loan expansion and the growing reluctance of the public to hold 
deposits at the current rates of interest. 

In the external sector, unanticipated declines in world coffee 
prices and the imposition of export quotas by the International CoEfee 
Organization severely reduced export receipts. Moreover, although the 
June 1987 Consultative Croup meeting had Led to larger-than-expected 
pledges of external assistance, actual disbursements were slow in 
arriving, and nonreschedulable debt service obligations proved Larger 
than anticipated. Total debt service obligations, after rescheduling, 
amounted to 54 percent of receipts from exports of goods and nonfactor 
services. In addition, there were administrative delays in allocating 
foreign assistance Ear avaiLable import support. Furthermore, Uganda’s 
imports grew more rapidly than expected, Largely because of internal 
security requirements and the hosting of the annual meeting of the Heads 
of State of the Preferential Trading Area countries in November 1987. 
In addition, there were administrati.Je delays in allocating the foreign 
assistance available under the import support programs. Foreign 
exchange inflows were further constrained by substantial deliveries oE 
coffee exports under barter arrangements, apparent lags in the remit- 
tance of coffee receipts through the banking system. and the continued 
stagnation of noncoffee exports. 

In the circumstances, the Bank of Uganda felt compelled to make 
sizable forward sales of coffee and provided virtually no official 
foreign exchange resources for imports of consumer goods. Even so, new 
external arrears estimated at over USSlOO million were accumulated, more 
than offsetting the reduction secured through debt rescheduling. 

I/ Deposit rates were reduced from a range of lo-35 percent to 7-22 
peTcent, while lending rates werr sr[ at 25-30 percent. 
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Foreign exchange reserves increased slightly, as a result of some build- 
up of balances of import support funds from donors. Owing primarily to 
an expansion of project-related and other donor-financed imports, the 
current account deficit widened to an estimated US$205 million (4.0 per- 
cent of GDP) in 1987188, compared with US$82 million (1.0 percent of 
GDP) in 1986/87. 

No adjustment was made in the official exchange race in 1987/88, so 
that the real effective exchange rate appreciated sharply (Chart 2). i/ 
The exchange rate on the parallel market, which had appreciated to 
U Sh 110 per U.S. dollar in June 1987, subsequently depreciated t” about 
U Sh 425 per U.S. dollar at end-June 1988. Because most consumer goods 
and many industrial inputs are imported at the parallel market rate, 
this depreciation was quickly reflected in the domestic price level. In 
addition, the OCL system did not begin operating until January 1988. In 
view of the limited amount of resources available for the OGL system at 
that time, it was necessary to establish ceilings on the amounts 
available to individual firms through the system. Since then the 
original coverage has remained unchanged. 

III. The Program for 1988/89 and the Medium Term 

1. Sununary of the medium-term policy framework 

Building on the experience of 1987188, the Government has revised 
its economic adjustment and rehabilitation program and extended it to 
cover the period 1988/89-1990/91. The revised program aims at 
continuing the economic recovery begun in 1987188 and securing a more 
stable macroeconomic environment through the reduction in financial 
imbalances and inflationary pressures and the implementation of supply- 
side measures designed to increase output. Promoting export diver- 
sification is a prime objective, as is the elimination of structural 
bottlenecks through further improvements in infrastructure, the 
marketing system, public sector management, the foreign exchange 

11 The recent evolution of the real effective exchange rate for the 
Uganda” shilling as measured by the standard index developed in con- 
nection with the information notice system, is set out in Chart 2. 
Based on this index, as of June 1987 (the last date for which 1NS 
calculations are available) the shilling appreciated by m”re than 
10 percent in real effective terms since the last occasion on which 
Uganda’s exchange rate developments were brought to the attention of the 
Executive Board, in an information notice issued on December 17, 1987. 
The real effective appreciation is estimated to have amounted to 84 per- 
cent. HOWeVer, staff estimates indicate that the real effective 
exchange rate has depreciated by 20 percent between December 1987 and 
July 1988, reflecting the July 1, 1988 depreciation of the shilling. 
Since exchange rate developments are discussed in this paper, no 
separate information notice is being issued at this time. 
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0 
allocation system, and the availability of inputs for agricultural 
production. 

In quantitative terms the program aims at achieving an annual 
increase in real GDP of 5 percent during 1988/89-1990/91, entailing an 
annual increase in real GDP per capita of about 2 percent. The annual 
rate 0i inflation, measured by the change in consumer prices, is 
targeted to decline from more than 150 percent during 1987188 (Hay to 
May) to about 30 percent in 1990/91. The overall fiscal deficit on a 
commitment basis would decrease from the equivalent of about 3.7 percent 
of GDP in 1987188 to 1.0 percent of GDP at the end of the program 
period. For 1988i89, this would permit a substantial reduction in nrt 
bank credit to government because of the expected large net inflows of 
foreign budgetary financing, and the accumulation of domestic counter- 

part funds earmarked for clearing external arrears. In the external 
sector, the current account deficit would initially rise from 4.0 prr- 
cent of GDP in 1987/88 to about 4.6 percent of GDP in 1988/89, 
reflecting a high level of externally-financed imports and the relative 
change in the domestic currency valuation of external transactions 
brought about hy the July 1, 1983 exchange rate depreciation. It is 
anticipated that the deficit would rise further in 1989/90. because of a 
projected reduction in official transfers, but thereafter it is 

projected to decline to the equivalent of about 3.9 percent of GDP in 
1990/91 and 3.6 percent in 1991/92. By end-1990/91 external arrears 
would have been eliminated, and external reserves would increase to the 

equivalent of nearly two months’ imports. 

To attain these objectives specific measures are being taken in the 
following areas: (a) external policies, including exchange rate policy 

and foreign exchange allocation; (b) pricing and marketing policies; 
(c) specific secroral policies for agriculture, industry, trans- 
portation, the energy sector, and parascatal reform; (d) budget planning 
and public administration; (e) monetary and credit policies; (e) other 
structural pal icies: and (f) program monitoring. The details and timing 
of policy measures for the entire three year period are presented in the 
policy framework paper for 1988/89-1990/91 (EBS/S8/239). The program 
for the first year of this period (July 1988-June 1989) is described 
below. 

2. The prorram for 198X/89 

a. External pallcies 

In the external sector, a key objective of the 1988/89 program is 
to strengthen the balance of payments through export promotion and 
diversification (Table 4). Accordinglv, on July 1, 1983, the exchange 
rate of the Uganda shilling was depreciated by 60 percent in foreign 
currency terms to U Sh 150 per U.S. dollar, a rate that restored the 
real effective exchange rate to about the level achieved by the May 1987 
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Table 4. Uganda: -____ Summary f9f the 1988/89 Program 
T:rrgets -- 

Real COP growth (in percwt) 5.0 
Inf l.3tion rate (year-end over year-end in percent) 60.0 
Current account defi.ciC (in percent ,oE GDP) 4.6 
Increase in gross reserves OF the i3ank OF Uganda 

(end-period in mi Llion US$) 20.0 
Reduction in non-fund external .drrears (end-period, 

in million LIS$) 10.0 

Pu 1 i cy p-?zs !;3$2 

1. ‘External policies - .-- .-___ -- 

a. Exchange nte policy -___ 

Initial fir) Percent depreciation OE Uganda shilling to II Sh 150 per 
U.S. d,,llar, t<> be Eollowd by revlws at IeAst qsI.artrrly that will 
-1v,>id any npprecidtion Ln the real efEective exchange rate fralm the July 
1, 1988 level. 

b. Liberalization OF exchange and trade system - _-._. .____ -- -_.----- 

As foreign exchange ~vallahllity ioprvvrs, expansion OF open 
general licensing (OIX) system to include additional sectors, including 
agrIcultura1 inputs. 

c. Other External Sector Policies - ______ -- 

Temporary widening of the current account drflcit from 4.0 percent 
of CUP in 1987/W to 4.6 percent in 1988tR9, reflecting much higher 
~xtrr,,*lly-:tn.~nced 1lnport.s. ltlireasc 111 gmss reserves of lJS$20 
million and reduction in non-Fund external arrears of IJSSIO million. 
‘Innconc~ssLw~l exterwl hurrm~wing ‘Limited to X$10 million. Progress 
tcward achlevlng a viahI. balance? oE payments. 

7. Rudgettnry p’aliclrr 

Significant reduction OE budget deficit on a commitment hasis .and 
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CD 
depreciation and that provided scope for an improvement in incentives 
for the production of coffee and other export crops. The authorities 
will review this rate at least quarterly, taking into account the 
effects on production in agriculture and industry, the budget, 
inflation, and social welfare. The thrust of these reviews will be to 
prevent any real appreciation of the Uganda shilling from the July 1, 
1988 level. 

To further strengthen Uganda’s foreign exchange position, the 
authorities intend to increase external reserves by lJS$20 million during 
1988/89 and to reduce external arrears through debt rescheduling by an 
estimated US$lO million. I/ In addition, the authorities will work to 
reinforce the OCL system established in late 1987. Given the wide 
internal and external disequilibria and constraints on the availability 
of foreign exchange, the authorities will place primary emphasis on 
meeting the needs of currently eligible firms. Earlv in 1983189 the 
administrative procedures for the processing of applications under the 
OCL system will be streamlined so as to permit requests for eligible 
transactions to be met expeditiously, and the system’s coverage will be 
expanded as soon as feasible to include some agricultural inputs. 
Subsequently, as the availability of foreign exchange permits, the 
coverage of the system will be extended with the objective of including 
all industrial and agricultural inputs, basic necessities, and incentive 
goods by end-June 1991. 

Measures to strengthen the balance of payments and improve growth 
prospects are also being taken or planned in the areas of import duties, 
export marketing, producer pricing, and transportation, as described 
below. 

b. Fiscal policies 

A major reduction in the fiscal deficit and improvements in public 
sector management are cornerstones of the 1988189 adjustment program. 
The overall budget deficit for 1988/89, measured on a commitment basis, 
is projected at U Sh 9.8 billion, equivalent to 1.3 percent of GDP, 
compared with an estimated 3.7 percent of GDP during 1957/88 
(Table 5). Total revenue and grants are projected a~ U Sh 81.7 billion, 
equivalent to 10.8 percent of GDP. with tax revenue accounting for 
U Sh 50.3 billion. Total expenditure is budgeted at U Sh 91.5 billion, 
equivalent to 12.1 percent of GDP, comprising current expenditure of U 

Sh 50.1 billion and development expenditure of U Sh 41.4 billion. 

The budset provides for revenue-boosting measures. New receipts of 

U Sh 3 billion are projected from a 400 percent rise in deposits 

0 

A/ The balance of payments projections for 1986/89 show a reduction 
in arrears of US$lO million, including nearly US$20 million of overdue 
obligations to the Fund as of June 30, 1988. 
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CD 
required toward corporate income tax liabilities, an extension of 
deposit requirements to new industries, and increases in tax-related 
fines and interest charges. A further gain of U Sh 1.2 billion is 
projected from large increases in retail petroleum prices and an 
anticipated rise in the ,volume of petroleum sales. The commercial 
transactions levy has been extended to most urban restaurants and eating 

places, for a projected re,:enue gain of U Sh 0.2 billion. Tn addition, 
the commission on imports has been doubled to 1 percent. and fees for 
road and dri.;rrs’ permits have increased, for a projected gain of 
U Sh 0.4 billion. Also boosting revenues is the large increase in the 
domestic currency ,value of coffee exports, only part of which will be 
offset through higher producer prices and anticipated increases in 
intermediate costs. At a consLant exchange race of U Sh 150 per U.S. 
dollar, the auchoritirs project coffee receipts at U Sh 18.9 billion, 
about three times the estimated re.,enue from coffee during 1987188. 

On the expenditure side of the budget, the authorities have 
implemented a number of measures to reduce outlays. These include a 
10 percent decrease in the number of temporary group employees: a 
decision to eliminate certain ministries from importing and distributing 
agricultural and veterinary items, estimated zo save U Sh 6 billion; the 
establishment of a Central SuppLies Directorate to help centralize 
government purchases. for a projected saving of U Sh 1 billion yearly; 
curbs on crav?l by government employees; and restraints on purchases of 
,vehicles and other equipment, the construction of housing, and the 
renovation of government offices. Nevertheless. current expenditure is 
budgeted at double Ehe 1937/EB level. This largely reflects the sharp 
rise in domestic COSLS and prices over the past year and the anticipated 
effect of the Ju1.y I, 1988 devaluation. It also reflects the decision 
to increase ci.iiI service salaries by 120 percent as a partial offset to 
the erosion of real ‘wages experienced in 1987/88. Where capital 
expenditures are concerned, the Government has agreed with the World 
Bank on the size and context of its public investment program for the 
period 1988/89-1990191. Within this framework, domestically financed 
development expenditure Ear 1988/89 has been budgeted to increase only 
slightly from the projected level for 1987188. 

The budget also pro,rides domestic resources of U Sh 11.3 billion 
for Ehe clearance of external payments arrears, thereby raising the 
overall deficit on a cash basis to U Sh 21.1 billion, which will be more 
than covered by extrrnai financing of U Sh 25.6 billion. Taking this 
factor inro account and also the budgetary provision for a reduction of 
U Sh 1 billion in Ways and Means Advances (i.e., short-term central bank 
accommodation), the program en,,isagrs a reduction of at least 
IJ Sh 5 billion in the Co-ernmenr’s indebtedness to the banking system. 

In addition to the ab,o,.,e rnen<8~lres. the Government is undertaking a 
range of administrative measures designed LO screngthen budget 
formulation and monitoring, re’:enue collection. and expenditure 
control. During the preparation of the 1988/89 budget important steps 
were taken to computerise major ei+mrnts of the budgetary process, to 
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permit more careful reviews of ministerial requests and allow for better 
budget monitoring during the year. On the revenue side, the Government 
intends to conduct a comprehensive review of customs tariffs and the tax 
system, with a view toward broadening the tax base (and ultimately 
reducing the present overwhelming reliance on coffee export duties) and 
rationalizing the system of import duties. This review was originally 
planned for 1987/88, but discussions with the World Bank to identify a 
team of experts proved lengthy. Recommendations are now to be available 
for incorporation in the budget for 1989/90. In addition, with World 
Bank support, the Government is to put in place an automated system of 
information exchange among the income tax, customs and excise, and 
inland revenue departments, particularly regarding import, with 
implementation targeted for end-1989. On the expenditure side of the 
budget, the review of the civil service begun in 1987/88 is being 
extended to the rest of the Central Government, to permit a 
rationalization of employment while identifying staffing and training 
needs. While this project is underway, the Government will follow a 
cautious recruitment policy. In addition, by end-1988, the Government 
will prepare a proposal for streamlining and controlling the recruitment 
of temporary employees, to supplement the 30 percent reduction 
programmed for 1988/89. 

The Government is continuing its program of public enterprise 
divestiture and rehabilitation and is strengthening the capacity of the 
Uganda Development Corporation (UDC) to rehabilitate those enterprises 
remaining in the portfolio. The Government has also selected ten 
specific public sector enterprises for diagnostic study and is 
establishing an audit corporation to monitor parastatal enterprises. 

C. Monetary and credit policies 

To further its objective of reducing inflation and promoting a more 
stable economic environment, the Government is committed to pursuing a 
prudent monetary and credit policy aimed at curbing overall credit 
expansion while providing sufficient financing for productive 
activities. In addition to restraining net bank credit to Government, 
the Bank of Uganda is pledged to limit the expansion of credit to the 
nongovernment sector to levels consistent with the program’s overall 
target of a 29 percent rise in net domestic credit during 1988/89 
(Table 6). Private credit is expected to rise in line with the enhanced 
availability of externally-financed imports, increased producer prices 
and a further recovery in overall economic activity. Occurring at B 
time when government operations are programmed to exert a contractionary 
monetary impact, the ability of the commercial banks to meet these 
credit needs will be severely constrained. Already the commercial banks 
face an extremely tight liquidity position, and the authorities have 
moved to encourage savings and attract funds into the banking system. 
0” July 1, 1988 interest rates were increased by 10 percentage points 
across the board. This entailed setting rates on short-term lending at 
40 percent, and in the range of 28-32 percent for deposits. The mission 
argued for a significantly larger increase, or preferably the decontrol 



‘Table 6. Up&: !+mau-y survey, June 19%~June 1989 

(h billions of Uganda shilLin@; end of pxi~ti) 

l984 _ - 1985 19% 1987 1988 1989 
xlz Jlme .Jlme Jlml? mc. XG - June 

Roj. Pmj. 

Net foreign assets 
Bank of Uganda 

Of which: 
Use of Rmd credit 

Ckmmrcial banks 

-0.80 
TX? 

-1.32 -2.43 -u&3 -11.45 
-1.39 -2.68 -13.92 -12.91 

(-1.17) 
0.08 
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0.08 
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Of tich: crop fimnce - (0.21) (0.52) 
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0.62 1.57 3.92 
0.14 0.25 0.59 

Other items (net) 
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currency reva hat ion 

-0.71 -1.18 -3.78 

(-0.64) (-1.36) (-3.37) 

(-3.53) 
0.25 

3.44 
1.54 

,::“: 

(-l5.U) 
0.44 

(-L5.43) 
1.46 

8.27 11.76 
4.62 3.51 
3.65 8.25 

(1.52) (3.71) 

8.82 
7% 
1.02 

-14.03 

(-14.06) 

El.54 
16.52 
2 .Ol 

-18.23 

(-14.06) 

-12.09 -31.88 -- 
-l3.46 -36.86 

(-13.72) (-44.38) 
1.37 4.98 

25.84 34.43 -- 
12.13 7.u 
13.71 27.31 
(4.83) (...) 

29.21 49.09 -- 
. . . . . . 
. . . . . . 

-15.46 -46.53 -- 

(-14.06) (-45.14) 

source: tata provided ty the auttmities; and staff estimates. 

l/ Including pm.statals. - 
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of interest rates, but the authorities were concerned that these actions 
could jeopardize the reconstruction and recovery effort. They agreed, 
however, to keep these rates under review in light of the trend of 
inflation and the objectives of increasing savings and improving the 
efficiency of credit allocation. In addition, the Bank of Uganda has 
been closely monitoring monetary and credit developments and is 
committed to pursuing an active monetary and credit policy. To 
strengthen its ability to conduct monetary policy, the Bank of Uganda is 
also reviewing the existing instruments for monetary and credit control 
and will examine alternative credit control measures by end-1988. 

In response to the large variance in loan to deposit ratios among 
Uganda’s commercial banks and the substantial rise in private sector 
credit during 1987188, the Government is undertaking a major study of 
the commercial banking system, to assess the adequacy of the capital 
base, managerial, and accounting practices, and the provisions for bank 
supervision and regulation. This study is scheduled for completion 
early in 1989, co enable the implementation of new supervisory and 
regulatory procedures by end-June 1989. In addition, the Government is 
undertaking several measures to strengthen and rationalize credit to the 
agricultural sector. These include the expansion of the the current 
program to strengthen the financial accountability of the cooperative 
unions and a review of the on-lending operations of the Coffee 
Marketing Board to ensure their consistency with overall credit targets 
and with a rationalization of credit to the agricultural sector. In 
collaboration with the World Bank, the Government is also preparing an 
Agricultural Credit Strategy Paper to help develop a more comprehensive 
framework for agricultural credit operations. This study will include a 
review of trends in agricultural credit apart from crop financing, and 
an examination of various measures available for restraining and 
rationalizing credit among the various parties involved in the 
production and marketing of export crops. 

d. Pricing and marketing policies 

The Government is committed to the principle of allowing domestic 
prices to be determined by market forces. Exceptions to this principle 
are petroleum products, public utility tariffs, and producer prices for 
certain export and food crops, for which prices have traditionally been 
regulated. Controls also apply to a few other products, primarily beer, 
cigarettes, soft drinks and soap, which will be eased as supply con- 
straints such as production capacity become less intense. Regarding 
petroleum products, the Government is continuing its policy of having 
prices reflect overall landed and distribution costs, plus a duty 
element to mobilize government revenue. On this basis petroleum prices 
were increased by amounts ranging from 84 percent to 185 percent on 

July 1, 1988. and prices will be adjusted regularly to reflect charges 
in foreign and domestic costs. Public utility tariffs will likewise be 
adjusted periodically to reflect prevailing foreign and domestic costs. 
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As regards agricultural producer prices, the Government is com- 
mitted to maintaining adequate incentives for producers. Accordingly, 
new prices for a wide range of crops were announced on July 1, 1988, 
including increases of 107 percent, to U Sh 60 per kg, for (kiboko) 
robusta coffee: 100 percent, to U Sh 100 per kg, for (parchment) arabica 
coffee; 150 percent, to U Sh 80 per kg, for (AR) cotcon; and 100 
percent, to U Sh 20 per kg, for green leaf tea. The Government will 
continue to review these prices regularly and will announce prices twice 
a year, after consultation with the World Bank. 

The process of opening up export marketing to the private sector, 
which was begun in 1987/88, will be extended to encompass most non- 
coffee exports. The authorities will undertake a review of barter 
arrangements with particular emphasis on barter of coffee to countries 
covered by coffee export quotas under the International Coffee 
Agreement. Plans to rationalize processing capacity for coffee and 
cotton are to be completed by end-1988, and implementation is to begin 
in 1988/89. (Other measures to improve export marketing are described 
in paragraphs 3641 of the PFP.) 

e. Other sectoral policies 

Other measures to improve the supply capability of the economy are 
being undertaken in the areas of industrial policy, transportation, and 
energy. Among these are: a simplification of industrial licensing and 
foreign investment regulations; the probable launching of a Special 
Credit Facility to improve the availability of credit to firms eligible 
for OCL; and improved road maintenance and construction. 

f. Program monitoring 

To facilitate program implementation and improve the resources 
available for formulating and managing economic policy, the Government 
has established a Monitoring Committee comprising representatives of the 
Ministries of Finance and Planning and of the Bank of Uganda. This 
committee will review developments 01 a monthly basis and report to the 
Minister of Finance to request appropriate action. To provide technical 
assistance to the Monitoring Committee, the Economic Analysis Unit (EAIJ) 
of the Finance Ministry has been strengthened and designated as the 
Committee’s Secretariat. In this connection, the EAU will prepare brief 
monthly reporrs on the implementation of the 1988189 economic program, 
incorporating information on government finance, and de~~elopments in 
prices, exports, and the exchange rate. These reports will also 
summarise monetary and credit developments and analyze the Bank of 
Uganda’s foreign exchange budget. 

The Government has also strengchenrd the existing donor 
coordination unit in the Ministry of Planning to assist in tracking 
development activities. Since end-July 1988 this unit has reported 
regularly to the Planning Ministry <on the receipt and use of foreign 
assistance in Uganda and coordinates with the EAU and the budget 
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l 
monitoring units in the Ministry of Finance. It also serves as a 
clearinghouse for donors regarding existing development projects and 

assist in coordinating information on the public investment program. 

g. Balance of Payments 

1. The 1988/89 program 

Reflecting the continued availability of substantial foreign 
grants, the current account deficit is projected to remain at about 

US$190 million in 1988189 (4.5 percent of GDP), compared with an 
estimated US$205 million (4.0 percent of GDP) in 1987/88 (Table 7). 
Both exports and imports are expected to grow rapidly in 1988189: the 
former because of an anticipated recovery of coffee prices, and the 
latter mainly because of the increased availability of foreign 
assistance. 

For coffee exports, expectations are that a recovery in world 
market prices will outweigh a quota-determined reduction in export 
volume, and coffee receipts are projected to grow by about 11 percent, 
provided there is no recurrence of the lags in remittances experienced 
in 1987188. Cotton and tea exports are expected to begin their long- 
delayed recovery as problems are addressed relating to ownership of Land 
and production facilities, the provision of labor and other inputs, and 
the re-establishment of security in producing regions. The recent 
devaluation of the currency and the attendant increase in producer 
prices is expected to benefit coffee and other exports. Total export 
growth is projected at 13 percent, to US$343 million. 

Imports are projected to grow by 11 percent, to US$671 million, 
despite a US$SO million reduction in cash expenditures for imports. 
Achieving this reduction will require that allocations of official 
foreign exchange for government imports fall by about one third and that 
other cash allocations be limited to petroleum. Import support funds, 
consisting of some US$lOO million of credits from IDA and the African 
Development Bank and US$60 million of grants from bilateral donors and 
the European Communities, are to be used for all other imports 
administered by the Bank of Uganda and will also cover a portion of 
petroleum imports. Overall, externally financed imports--including 
those related to projects, commodity aid, and emergency assistance--are 
projected to grow by US$194 million. Imports without officially 
allocated foreign exchange, whose counterpart is recorded as an 

unrequited private transfer. are projected to decline by about lJS$20 

million, reflecting the increased availability of import support funds 
for private sector transactions. 

Assuming the maintenance of the June 1988 level of advance sales 
contracts for coffee, net capital inflows are projected to reach US$224 
million in 1988/89, sufficient to generate a modest overall balance of 
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Table 7. Uganda: F%taoce Of Payments. 1981184-1988/89 
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payments surplus. With debt rescheduling estimated at US533 million, l/ 
a second-year SAF disbursement equivalent to lJS$39 million, and Fund - 
repurchase obligations of US$63 million, however, only limited progress 
can be expected in reducing external payments arrears and accumulating 
more adequate foreign exchange reserves. After the settlement of 
arrears to the Fund (which occurred on August 25, 1988), the program 
envisages a US$lO million reduction in other external arrears and a 
US$20 million increase in gross official reserves. In 1988/89 the 
authorities plan to limit to US$lO million new contracting or 
disbursements of nonconcessional borrowing, excluding Loans with a 
maturity of greater than 15 years, loans contracted in the context of 
rescheduling, advance sales of coffee, and normal import financing with 
a maturity of less than one year. The authorities plan to seek a 
rescheduling of external debt service obligations for 1988/89. 

The Fund and World Bank staffs will assist the authorities in their 
contacts with the international donor community to confirm, and if 
possible increase, the financial assistance assumed in the program. 
Because the program already entails maximum feasible use of import 
support funds to displace cash imports, to further alleviate Uganda’s 
severe cash flow constraint additional assistance should preferably be 
in the form of cash grants or flexible and highly concessional loans. 
The Bank will work with the Uganda” authorities and the donor community 
to identify programs to benefit the social groups most vulnerable to the 
transitional costs of the adjustment effort, particularly in the areas 
of low-income housing, health care, and education. 

2. Medium-term scenario 

Over the medium term, Uganda’s balance of payments situation will 
improve only gradually, and substantial need for exceptional financing 
is envisaged through 1991/92 (Table 8). In part, this reflects the 
expected timing of disbursements from various quick-disbursing import 
support credits from IDA and the African Development Bank. It also 
reflects the projected improvement in Uganda’s net international reserve 
position over the program period. This consists of a US$60 million 
accumulation of gross international reserves, a reduction in liabilities 
through US$146 million of Fund repurchase obligations (partly offset by 
SAF loans of US$57 million), and the repayment of US$lSO million of 
external arrears. 

During the program period, resolute and vigilant implementation of 
the planned improvements in foreign exchange management will be 
necessary to assure cimely servicing of obligations to the Fund. By the 
end of 1991192, Uganda would have almost no remaining obligations to the 
Fund other than SAF loan repayments, and the IMF share in Uganda’s total 

l/ This estimate assumes rescheduling of eligible official and 
commercial obligations on the same terms as the 1987/88 Paris Club 

rescheduling. 

l 
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Table 8. Uganda: Hedlum-Term Balance Of Payments Scenario 

(I” millions Of U.S. dollars) 
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debt service obligations will have dropped sharply. This should provide 
scope for the repayment of SAF Loans, which will not begin until 
December 1992. On the assumption of disbursements totaling 63.5 percent 
of quota by 1¶8¶/90. SAF obligations would entail annual amortizacion 
and interest payments equivalent to about 2 percent of receipts from 
exports of goods and nonfactor services in 1992/93-1998/99. 

The current account deficit is now projected to increase somewhat 
as a percentage of GDP in 1988/89-1989/90 and to decline gradually 
thereafter. A/ The balance of payments scenario is significantly weaker 
than the one discussed in the staff report for the 1987 Article IV 
consulatlon, primarily due to the downturn in export revenues during 
1987J88 and a reassessment of medium-term export growth prospects. 21 
Coffee export volume is still expected to grow somewhat over the medium 
term (from an estimated 2.58 million bags in 1987/88 to 2.1 million bags 
in 1990/91), owing mainly to an expansion of sales to non-quota markets, 
but prices are now expected to be about 5 percent lower in 199OJ91 than 
was projected a year ago. In view of the structural difficulties still 
being experienced with most other export crops, a more cautious recovery 
is forecast. Exports of these commodities are now projected to rise 
from a record-low US$13 million in 1987108 to lJS$60 million in 199oJ91 
(compared with lJS$lZO million for 1990/91 in the previous medium-term 
scenario). 

The projections for both debt-service obligations and new 
disbursements of external financing are now higher than those made a 
year ago, although the net impact is positive. Debt service obligations 
for the entire 1988/89-1990/91 period are now projected at US$520 
million, 35 percent more than a year earlier, mainly as a result of 
larger obligations to the Fund (reflecting valuation adjustments and 
additional use of Fund resources under the CFF) and higher payments of 
short-term obligations and moratorium interest. On the financing side, 
new disbursements of external loans and official grants (exclusive of 
those to be sought to meet residual financing gaps) are now projected at 
lJSS1.2 billion, about US$ 400 million higher than previously, an 
increase that is due largely to disbursements that were originally 
expected during 1987188. 

By 1990/91, the total debt-service ratio is projected to decline 
from the current 54 percent of receipts from exports of goods and 
nonfactor services (after rescheduling) to 27 percent. The latter 
figure is still quite high for a low-income country, however. under- 
scoring the necessity of a sustained effort to increase both traditional 
and nontraditional exports and to keep firm control over all external 
borrowing (particularly that on nonconcessional terms). The authorities 

A/ These figures include official transfers. Excluding official 
LrUlSferS, the current account deficit is projected LO increase sharply 
in 1988189 and to decline continuously thereafter. 

2/ See EBS/87/110, pages 19-22. 
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intend to continue to limit strictly the utilization of both short-term 
and nonconcessional borrowing over the medium term. 

h. Benchmarks under rhe second annual SAF arrangement 

To monitor credit and monetary developments quarterly benchmarks 
have been established for net domestic credit and net bank credit to 
Government (Table 9). The expansion in net domestic credit of the 
banking system from end-June 1986 will be limited to U Sh 3.5 billion 
through end-September 1988, U Sh 5.5 billion through end-December 1988, 
to U Sh 7.5 billion through end-March 1989, and to U Sh 8.6 billion 
through end-June 1989. In addition, relative to the position at end- 
June 1988, net credit to Government from the domestic banking system is 
to record a cumulative decrease of IJ Sh 1.0 billion at end-September 
1988, U Sh 2.0 billion at end-December 1988, U Sh 3.0 billion at end- 
March 1989, and U Sh 5.0 billion at end-June 1989. Also as a benchmark, 
gross international reseres of the Bank of Uganda from end-June 1988 
are to increase by US$lO million as of end-March 1989 and by US$?O 
million a~ end-June 1989. Relative co the position a~ end-June 1988, 
non-fund external arrears are to decrease by US$lO million by end- 
September 1988 and remain at or below the end-September 1988 Level as of 
end-December 1988, end-March 1989, and end-June 1989. Broad money, 
which is not a benchmark, is projected to increase by 68 percent between 
end-June 1988 and end-June 1989, which is essentially in line with the 
60 percent rise in consumer prices and 5 percent real growth in GDP 
envisaged during the year. 

A limit of U Sh 9.8 billion has been set on the 1988J89 government 
budget deficit, as measured on a commitment basis and including 
grants. In addition, benchmarks have been established for central 
government tax receipts and current expenditure, as indicated in 
Table 8. 

New concessional foreign borrowing by the public sector will be 
limited as follows: The Government and the Bank of Uganda will neither 
contract, guarantee, nor receive disbursements of an aggregate amount of 
external borrowing on nonconcessional terms (DAC definition) in excess 
of US$lO million with an initial maturity of up to and including 
15 years. This restriction excludes advance sales of export products, 
normal trade credits with a maturity of less than one year, and 
obligations undertaken as a result of debt rescheduling. 

Policy implementation will also be followed closely, with the 
following considered as policy benchmarks: (1) periodic reviews of the 
exchange rate; (2) completion of the comprehensive review of customs 
duties and the domestic tax system; (3) implementation and maintenance 
of the interest rate policies as described in paragraph 12 of Annex I; 
and (4) semiannual reviews in agricultural producer prices. 
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Table 9. IJganda: Quantitative Benchmarks for the Second-Year 
Arrangement Under the Structural Adjustment Facility 

September 1988-June 1989 

1988 1989 
Sept. Dec. Mar. June 

(In billions of Uganda shillings; 
end of period) 

Cumulative change at end of period in 

Net domestic credit 3.5 5.5 7.5 8.6 

Net bank credit to Government 
Overall budget deficit on 

a commitment basis and 
including grants 

-1.0 -2.0 -3.0 -5.0 

. . . . . . . . . 9.8 

Tax revenue . . . . . . . . . 50.9 

Current expenditure 1/ . . . . . . . . . 50.1 

(In millions of U.S. dollars) 

Cumulative change at end of period in 

New nonconcessional 
borrowing, excluding advance 
coffee sales, short-term 
trade credits, and 
borrowing under 
debt rescheduling 5 5 LO 10 

External payments arrears 

Gross foreign reserves 

1/ Fund staff classification. 

-10 -10 -10 -10 

-- -- 10 20 
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h. Financial obligations to the Fund 

Uganda has Large but diminishing obligations due to the Fund in the 
next few years. In addition to the overdue obligations that totaled 
SDR 13.5 million as of June 30, 1988, current obligations in 1988189 
(July-June) are estimated at SDR 65.7 million, declining to SDR 49.4 
million in 1989/90, SDR 32.4 million in 1990/91, SDR 28.4 million in 
1991/92, and SOR 11.3 million in 1992/93. All repurchase obligations 
and Trust Fund loan repayments are scheduled to have been made by early 
1993. Therefore, assuming Uganda remains current in its financial 
obligations, all repurchases and Trust Fund loan repayments will have 
been effected before repayments of SAF Loans begin to fall due. On that 
basis, it is reasonable to assume that it will become progressively less 
difficult for Uganda to remain current in its obligations to the Fund. 
This assessment is, however, based, inter alia, on continued large 
inflows of non-project external assistance. 

Probably the most difficult year for the servicing of financial 
obligations to the Fund is 1988/89, when they will total SDR 79.2 mil- 
lion. In any assessment of Uganda’s ability to meet these obligations, 
it should be pointed out that import support is not a completely 
fungible resource. In particular, it is not usable for financing most 
government and petroleum imports and service payments, nor can it be 
used for servicing nonreschedulable debts. For the most part, these 
payments can be met only from Uganda’s own external resources. 
Nevertheless, the staff has concluded on the basis of a careful 
examination of the foreign exchange cash flow of the Bank of Uganda that 
it should be possible for Uganda to meet its financial obligations vis- 
i-vis the Fund and to service nonreschedulable debts. This may well 
entail, however, a continuation of the practice of advance coffee sales 
and preclude building up foreign exchange reservt?s to more comfortable 
levels. It will also entail paying much closer attention to foreign 
exchange management and particularly making provision for upcoming 
financial obligations to the Fund. 

IV. Staff Appraisal 

The performance of the Uganda” economy during the first annual SAF 
arrangement fell short of program objectives. There were. however, some 
positive accomplishments. The process of reconstruction and 
reintegration moved forward encouragingly, even in the face of adverse 
circumstances. Among these was lingering guerilla activity that 
retarded the recovery of agricultural production and marketing in the 
northern and eastern parts of the country. It also entailed a drainage 
of scarce budgetary and foreign exchange resources. In addition, the 
flow of international trade was disrupted during the first half of the 
year by border tensions. Export receipts were adversely affected by a 
fall in coffee prices and the reintroduction of sales quotas, and the 
promises of large amounts of external assistance were not immediately 
translated into increased inflows of goods. Finally, domestic trans- 
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portation bottlenecks, though less severe than before, still inhibited 
growth. 

In the face of these developments, the attainment of the envisaged 
reduction in demand pressures would have called for a substantial 
scaling down of spending plans, particularly in the public sector, and 
the adoption of a restrictive credit stance. Some effort was made in 
this direction in the form of a supplementary budget that raised certain 
taxes and attempted to cut back expenditures. Despite this, the overall 
thrust of policies remained strongly expansionary. Indeed, interest 
rates that were already substantially negative in real terms were 
reduced, and the predominant objective of the Government’s monetary 
policy was to ensure that the growth of output was not hindered by a 
scarcity of credit. Given the resource constraints, it was inevitable 
that inflationary pressure remained intense. Moreover, there was strong 
evidence of growing financial disintermediation, with the share of money 
held with banks having fallen significantly in each of the past three 
years. 

The issues facing Uganda in the period ahead remain essentially 
those to which the 1987188 program were addressed, namely, 
reconstruction and stabilization. The authorities are correct in 
placing greater emphasis on reducing inflationary pressures. The 
cornerstone of this effort is the government budget, which, if executed 
as planned, will result in a large reduction in the Government’s 
outstanding indebtedness to the banking system. Revenues are likely to 
show a strong increase, reflecting a combination of the effects of the 
adjustment of the exchange rate and new tax measures. On the 
expenditure side, the vetting of requests during the process of budget 
preparation was thorough and stringent, monitoring and control 
mechanisms have been strengthened, and important cost-cutting measures 
have been taken, e.g.. cutbacks in the number of temporary workers and 
the privatization of purchasing of a range of agricultural inputs. 
Above all, external financing is expected to cover a much larger 
proportion of total expenditure than in 1987188. mainly because the 
domestic counterpart of a sizable volume of import support accrues to 
the budget. Thus, the budget is poised to contribute appreciably to a 
significant slowdown in monetary expansion. The extent of the 
dependence of the budget on coffee export revenues and on external 
financing is worrisome, however, making it urgent for Uganda ro adopt 
structural fiscal measures that will broaden the tax base. In addition, 
the authorities must intensify their current programs for reducing 
public employment, improving public administration, and reforming and 
privatizing public enterprises. 

Attaining the stabilization objectives will also require the 
pursuit of a more active monetary policy, and especially the restraint 
of credit expansion to levels consistent with the program targets. The 
authorities’ intentions in this regard are welcome, and the recent 
increase in interest rates is a step in the right direction. However, 
interest rates remain highly negative in real terms, and at current 
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levels they are unlikely to ptay a significant role in restraining 
credit demand or mobilizing savings. The latter point is of particular 
concern, because the overall liquidity situation of the banks is now 
extremely tight, reflecting the growth of financial disintermediation, 
and the ability of commercial banks to meet the credit needs of the 
private sector without recourse to borrowing from the Central Bank will 
depend on their ability to attract funds now held outside the banking 
system. This will call for a more aggressive interest rate policy. It 
is in this context that the commitment of the authorities to review 
interest rates in light of the trend in inflation is noted and 
welcomed. At the same time? the Bank of Uganda must closely monitor 
credit developments. In this respect, the creation of a high-level 
program Monitoring Committee can play a key role in ensuring timely 
responses to such deviations from program targets as may occur. 

The loss of external competitiveness during the course of 1987188 
was jeopardizing the attainment of Uganda’s growth and balance of pay- 
ments objectives. Against this background, the recent depreciation of 
the exchange rate should help recover lost ground. Despite this 
depreciation and some appreciation of the exchange rate in the parallel 
market, the gap between the official and parallel market rates remains 
large. Moreover, the foreign exchange scarcity is such that the 
official exchange rate will play only a limited allocative role. It is 
all the more important, therefore, that the official rate be adjusted 
periodically in a timely and resolute fashion so as to maintain and, 
where possible, improve Uganda’s competitiveness and the profitability 
of its nontraditional export crops. 

In view of Uganda’s strong dependence on external financial 
assistance, adequate and timely inflows of donor aid will be critical 
for successful implementation of the program. The planned strengthening 
of Uganda’s facilities for donor coordination is thus very important. 
Program implementation would also be facilitated by greater levels of 
quick-disbursing assistance, such as that envisaged under the World 
Bank’s Special Program for Africa , and by greater flexibility in tradi- 
tional aid programs, to reduce the demands on Uganda’s own foreign 
exchange resources. 

Uganda’s external position will remain extremely difficult over the 
next few years because of its weak export base and its Large outstanding 
debt obligations, particularly to the Fund and other international 
organi zat ions. Meeting these obligations in a timely fashion will 
entail paying e’,en closer attention to the conservation and management 
of external resources. As these obligations are reduced, Uganda should 
be able to accelerate the liberalization of its exchange and trade 
system and the accumulation of foreign exchange reserves. In the 
meantime, highest priority must be accorded to export promotion and 
diversification. 

Uganda has the potential for considerable economic growth, in view 
of its rich agricultural resources and strong educational traditions. 
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Achieving this potential will require both the restoration of 
macroeconomic stability and the elimination of structural barriers to 
economic growth. Actions will be needed to improve the transportation 
and marketing of agricultural products; rationalize processing 
facilities; reduce government constraints on the pricing, marketing, and 
distribution of goods; and improve access to foreign exchange, domestic 
credit, and essential inputs. The authorities’ plans for gradual 
improvement in all of these areas appear realistic, and the staff hopes 
that the timetable envisaged for specific actions can be observed. 
While the adjustment program will, on balance, have a positive 
distributional impact, it is also hoped that Uganda will benefit from 
the growing experience in designing special programs to assist social 
groups most severely affected by the transitional costs of the 
adjustment process. 

Uganda’s economic situation remains difficult and, as already noted 
above, close attention will need to be given in future reviews to ensure 
that policies are flexibly adjusted in response to developments. The 
staff, however, believes that the Government’s policy framework for 
1988/89-1990191 and its program for 1988189, despite some shortcomings, 
represent a serious effort to address Uganda’s problems. 

Uganda maintains restrictions subject to approval under 
Article VIII, Section 2(a) arising from its comprehensive system of 
foreign exchange allocation and as evidenced by external payments 
arrears. In recent years, Uganda has also made increasing use of 
bilateral payments arrangements both with Fund members and nonmembers. 
The authorities have begun the process of gradually liberalizing 
payments for certain imports through a modified open general licensing 
system and have undertaken to eliminate the outstanding external 
payments arrears by the end of the pogram period. The authorities 
should be encouraged to make progress in these areas and to eliminate 
reliance on bilateral payments arrangements as rapidly as possible. In 
the interim, and with the exception of the restrictive features of the 
bilateral payments arrangements with other members, the staff recommends 
that the Fund approve the retention of these restrictions until the 
completion of the 1989 Article IV consultation, or December 31, 1989, 
whichever is earlier. 

It is recommended that the next Article IV consultation with Uganda 
be held on the standard 12-month cycle. 
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v. Proposed Decisions 

rhe following draft decisions are proposed for adoption by the 
Executive Board: 

A. 1988 Consultation 

1. The Fund takes this decision relating to Uganda’s exchange measures 

subject to Article VIII, Section 2(a), and in concluding the 1988 

Article XIV consultation with Uganda in the light of the 1988 Article IV 

consultation with Uganda, as amended, conducted under Decision No. 5392- 

(77/63), adopted April 29, 1977 (“Surveillance over Exchange Rate 

Policies”). 

2. Uganda maintains the exchange restrictions on payments and 

transfers for current international transactions described in 

SU/87/--, in accordance with Article XIV, Section 2, except for the 

restrictions arising from the allocation of foreign exchange, the 

restrictions evidenced by the accumulation of external payments arrears 

and the restrictive features of some bilateral payments arrangements 

with Fund members, are subject to approval by the Fund under Article 

VIII, Section 2(a). The Fund notes the intention OF Uganda to eliminate 

these restrictions and encourages the authorities to remove them as soon 

as possible. In the meantime and with the exception of the restrictive 

features of the bilateral payments arrangements with other members, the 

Fund grants approval for the retention of existing restriction by Uganda 

until the complerion of the 1989 Article IV consultation, or 

December 31, 1989, whichever is earlier. 
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B. Second Annual Arrangement Under the 
Structural Adjustment Facility 

1. The Government of Uganda has requested the second annual arrange- 

ment under the structural adjustment facility. 

2. The Fund has appraised the progress of Uganda in implementing the 

policies and reaching the objectives of the program supported by the 

first annual arrangement, and notes the updated policy framework paper 

(EBD/88/239). 

3. The Fund approves the arrangement set forth in EBS/88/184. 
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UGANDA - Second Annual Arrangement Under 
the Structural Adjustment Facility 

Attached hereto is a Letter, with an annexed Memorandum of Economic 
Policies, dated August 25, 1988 from the Minister of Finance of Uganda 
requesting from the Fund the second annual arrangement under the three- 
year structural adjustment arrangement, and setting forth the objectives 
and policies of the program to be supported by the second annual 
arrangement. 

To support these objectives and policies, the Fund grants the 
requested arrangement in accordance with the following provisions and 
subject to the Regulations for Administration of the structural 
adjustment facility: 

1. The second loan in the amount equivalent to SDR 29.9 million 
is available for disbursement at the request of Uganda. 

2. Before approving the third annual arrangement, the Fund will 
appraise the progress of Uganda in implementing the policies and 
reaching the objectives of the program supported by the second annual 
arrangement, taking into account primarily: 

(a) the indicators specified in paragraphs 19 and 20 of the 
Letter attached to the Memorandum of Economic and Financial Policies. 

(b) the imposition of restrictions on payments and transfers 
for current international transactions, 

Cc) introduction of multiple-currency practices, 

Cd) conclusion of bilateral payments agreements which are 
inconsistent with Article VIII, 

(e) imposition or intensification of import restrictions for 
balance of payments reasons. 

3. In accordance with the attached letter, Uganda will provide 
the Fund with such information as the Fund requests in connection with 
the progress of Uganda in implementing the policies and reaching the 
objectives supported by the second annual arrangement. 

4. In accordance with the attached Letter, Uganda will consult 
with the Managing Director on the adoption of any measures that may be 
appropriate at the initiative of the Government or whenever the Managing 
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Director requests consultation because of deviations from any of the 
indicators under paragraph 2 above or because he considers that con- 
sultation on the program is desirable. These consultations may include 
correspondence and visits of officials of the Fund to Uganda or of 
representatives of Uganda to the Fund. 

Attachments 
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Kampala, August 25, 1988 

Mr. niche1 Camdessus 
Managing Director 
International Monetary Fund 
Washington, D.C. 20431 

Dear Mr. Camdessus: 

1. During the three-year period from July 1, 1988 to June 30, 1991, 
the Government of Uganda is implementing a program of economic rehabi- 
litation and development aimed at achieving a rapid overall economic 
recovery and setting the basis for sustainable economic development 
through export diversification, attaining a viable balance of payments 
position, increased capacity utilization, and promoting efficient 
import-substitution activities. This program updates and extends the 
three-year program for the period July 1, 1987-June 30, 1990 described 
in the policy framework paper (PFP) prepared in 1987. 

2. In support of the objectives and policies for the three-year 
program (July 1, 1988-June 30, 1991) and the objectives and policies for 
the one-year program (July 1, 1988-June 30, 1989) described in the 
attached memorandum, Uganda hereby requests from the Fund the second 
annual arrangement under the three-year structural adjustment facility 
(SAF) approved by the Fund on June 15, 1987, in the amount available to 
Uganda. 

3. The principal economic problems facing Uganda, and the objectives 
of the economic rehabilitation and structural adjustment program that 
will be followed during the three-year period ending June 30, 1991, are 
described in more detail in the updated policy framework paper for this 
period, prepared during February-July 1988 in collaboration with the 
staffs of the Fund and the World Bank. 

4. The Government will remain in close contact with the staffs of the 
Fund and the Bank on developments and progress in implementing these 
policies, and the policy framework paper will continue to be updated 
annually as the three-year program is implemented. Uganda wilt provide 
the Fund with such information as the Fund requests in connection with 
its progress in implementing the policies and achieving the objectives 
of the program. 



5. The Government believes that the policies set out in the attached 
Memorandum of Economic and Financial Policies are adequate to achieve 
the objectives of its program but will take any further measures that 
may become appropriate for this purpose. Uganda will consult with the 
Managing Director on the adoption of any measures that might be 
appropriate, at the initiative of the Government of Uganda or whenever 
the Managing Director requests such a consultation. 

Yours sincerely, 

C.W.C.B. Kiyonga 
Minister of Finance 
Government of Uganda 

Attachment 
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Memorandum on Economic and Financial Policies 
of the Government of the Republic of Uganda 
for the Period July 1, 1988~March 31, 1989 

APPENDIX I 
ANNEX 

1. During the three-year period from July 1, 1988 to June 30, 1991 the 
Government of Uganda will implement a program of economic adjustment and 
rehabilitation aimed at continuing the economic recovery begun during 
the July-June fiscal year 1987/88, laying the foundation for sustained 
economic development through export diversification and an active 
stabilization policy, and reducing structural obstacles to improved 
economic performance. The principal economic problems facing Uganda and 
the objectives of the economic adjustment and rehabilitation program to 
be followed during this three-year period are described in the paper on 
medium-term economic and financial policy (PFP) prepared in colla- 
boration with the staffs of the Fund and the World Bank. This memo- 
randum provides a more detailed description of the macroeconomic and 
structural adjustment policies contained in the program, with emphasis 
on the second-year program covering the period July 1, 1988-June 30, 
1989 (1988/89). 

2. The proposed program for the three years 1988/89-lVVO/Vl aims at 
achieving an annual growth rate for real GDP of about 5 percent, 
entailing an annual increase in real GDP per capita of about 2 percent. 
The annual rate of inflation, as measured by the average of the low- and 
middle-income consumer price indices, is expected to decline from an 
estimated 152 percent (May to Hay) during 1987/88 to about 60 percent in 
1988/89, 45 percent in 1989/90, and 30 percent during L990/91. 
Reflecting the Large initial devaluation of the Uganda shilling in July 
1988 the external current account deficit (excluding official transfers) 
would initially widen from an estimated 6.0 percent of CDP in 1987188 to 
9.0 percent of GDP in 1988/89, and contract subsequently to about 
6.5 percent of GDP in 1991/92. On the whole the balance of payments 
would strengthen through some recovery in coffee export earnings, the 
expansion of other exports, the continuing rehabilitation of efficient 
import-substitution industries, and the restructuring of foreign debt. 
During 1988/89 Uganda’s heavy debt service burden (excluding arrears), 
projected at about 50 percent of exports of goods and nonfactor 
services, wilt limit the expected reduction in external arrears and 
constrain the ability to increase gross reserves. Thereafter, as 
Uganda’s debt service burden declines to 36 percent of exports of goods 
and nonfactor services in 1989/90 and to 27 percent in lVVO/VL, it 
should be possible to make further progress in these areas. By 
end-lVVO/Vl Uganda would have eliminated its external payments arrears 
and increased its gross foreign reserves to about Seven weeks’ imports 
from the equivalent of four weeks of imports in June 1989. 

3. These objectives will be pursued through the following policy and 
institutional measures: (1) the re-establishment and subsequent main- 
tenance of an exchange rate that provides strong incentives for 
increased production and export diversification and is also consistent 
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with attaining budgetary objectives , a sustainable balance of payments, 
and an adequate reserve position over the medium term; (2) a budgetary 
policy that ensures a significant fiscal adjustment and a substantial 
reduction in the Government’s net indebtedness to the domestic banking 
system over the three-year period 1988/89-1990/91; (3) improvements in 
tax administration and expenditure control aimed at facilitating the 
achievement of budgetary targets; (4) a reform of the civil service 
aimed at increasing productivity and allowing higher real salaries 
through a reduction in total employment; (5) a more effective monetary 
policy that includes periodic reviews of interest rates, in accordance 
with any revisions of the expected rate of inflation, other economic 
objectives, and control over private sector credit within program 
objectives; (6) reforms in the agricultural marketing system; 

(7) improved efficiency in the parastatal sector; (8) a carefully 
designed public investment program consistent with overall budgetary 
targets and aimed principally at economic rehabilitation; and 
(9) strengthened procedures for monitoring economic performance and 
coordinating information with the donor community. The following 
specific policy measures and institutional reforms have already been 
implemented or will be implemented during the period of the second-year 
program, July 1988-June 1989. 

4. On July 1, 1988 the exchange rate of the Uganda shilling was 
depreciated from USh60 per U.S. dollar to USh 150 per U.S. dollar, a 
rate that is judged to have restored the competitiveness achieved by the 
May 1987 depreciation and improved the incentives for the production of 
export crops. To preserve the production incentives arising from this 
depreciation, the exchange rate will be reviewed at least quarterly, 
taking into account the effect on production in agriculture and 
industry, the budget, inflation, and social welfare. The thrust of these 
reviews would be, barring temporary unforeseen aberrations, to prevent 
an appreciation of the real effective exchange rate of the Uganda 
shilling from the July 1, 1988 level. 

5. The Government intends to further improve the functioning of the 
open general licensing (OGL) system established in 1987/88 by stream- 
lining the administrative procedures for processing applications. As the 
availability of foreign exchange improves, the Government will expand 
the coverage of the OGL system to include additional sectors and goods, 
including agricultural inputs. The pursuit of appropriate exchange 
rate, fiscal, and monetary policies will permit the Government, inter 
alia, to support the OGL system. 

6. A major reduction in the fiscal deficit and improvement in public 
sector management are critical components of the Government’s adjustment 
program. In particular, the budget provides for a reduction of ways and 
means advances by USh 1 billion during the financial year. In addition, 
the Government will deposit with the Bank of Uganda the local currency 
counterpart of all of its current foreign debt obligations and the bulk 
of its accumulated external arrears. Given the tightness of the foreign 
exchange cash flow, a significant reduction in external arrears is 



- $1 - APPENDIX I 
ANNEX 

unlikely, and accordingly a large pert of the counterpart deposits will 
remain in the Bank of Uganda in the form of deposits awaiting extrrnali- 
zation. Based on present estimates of foreign grants and loans, the 
1988/89 budget deficit, measured on a commitment basis and including 
grants, will be USh 9.8 billion, equivalent to 1.3 percent of GDP, 
compared with an estimate of 3.7 percent of GDP during 1987/88. Total 
revenue and grants are budgeted at USh 81.7 billion, equivalent to 
10.8 percent of GDP, of which tax revenue accounts for USh SO.9 bil- 
lion. Among the major revenue measures are a 400 percent increase in 
the deposits toward corporate income tax required from a number of 
private firms and the extension of tax deposits to important classes of 
ESXpayerS, including tour operators and manufacturers’ representatives, 
which together with higher tax-related fines and penalties is projected 
to increase budgetary revenues by about USh 3 billion. Retail prices 
for petroleum products have been increased by 84 percent for premium, 
131 percent for kerosene, and 85 percent for diesel fuel, which in 
combination with an envisaged rise in sales is estimated to increase 
petroleum duties by USh 1.2 billion. The commercial transactions levy 
has been extended to all restaurants and eating places in Kampala and 
other municipalities ac a rate of 10 percent, contributing to a 
projected revenue gain of USh 0.2 billion. In addition, a number of 
nontax items, including road fees and licenses, driver’s permits, and 
the commission on imports have been raised, contributing to an expected 
revenue increase of USh 0.4 billion for these items. Total expenditure 
is budgeted at USh 91.5 billion, representing current expenditure of 
USh 50.1 billion and development expenditure of USh 41.4 billion. The 
expenditures budgeted reflect decisive actions in a number of areas. 
These include a 30 percent reduction in the number of casual workers: 
the decision by the Government to disengage the Ministries of Agri- 
culture and Animal Industry from the importation and distribution of a 
range of agricultural and veterinary items (a saving of USh 6 billion); 
the establishment of a Central Supplies Directorate to curb excessive 
decentralization of Co,x?rnmenc purchases (a saving of USh 1.0 billion): 
curbs on both internal and external travel by government employees; and 
curbs on purchases of new vehicles, office furniture and equipment, 
construction of new houses by Government, renovation of office 
buildings, and curbs on purchases of certain other materials and 
supplies. After taking into account the planned reduction in budgetary 
arrears, the overall budget deficit on a cash basis and including grants 
will be USh 25.1 billion, equi,Jalent to 3.3 percent of GDP. Net foreign 
financing is estimated at USh 25.6 billion, comprising disbursements of 
USh 33.5 billion and debt relief from the Paris Club of USh 2.7 billion, 
less amortizacion payments of U Sh 10.6 billion. 

7. Much of the impro.rement in re~rnue performance during 1988189 will 
result from the favorablr effect of exchange rate action on coffee 
export tax receipts. Tax re:‘enurs from petroleum products. beer, 
cigarettes, and soft drinks remain important components of revenue. To 
assess the scope for broadening rh? tax base and to rationalize the 
existing tax structure, however, dnring 1988/89 the Government is 
undertaking a comprehensive review ::: the present import tariffs and 



domestic tax system. This review, CO be conducted by a team of tax 
experts, will be completed in time for its recommendations co be 
incorporated into the 1989/90 budget. 

5. Because the present scale of government expenditure exceeds 
Uganda’s current revenue capacity, the Government has undertaken a 
careful review of current expenditure in preparing the 1988189 budget. 
to curb overall expenditure. This is in spite of the very heavy demands 
of the ongoing rehabilitation activities and the need to continue relief 
activities in the North and East of the Country. In addition, the 
Government would be ready to make further adjustments in current 
expenditure should budgetary financing be falling short of the currently 
envisaged level. As regards development expenditure, the Government has 
agreed with the World Bank on the size and composition of the public 
investment program for the period 1988/89-1990/91. In coordination with 
the World Bank the Government will review and update this program early 
in 1989 to cover the period 1989/90-1991/92. 

9. The Government attaches great importance to its administrative 
system as a way of ensuring that budgetary performance is consistent 
with its economic program. Accordingly, the improvements already made 
in tax administration and expenditure control during 1987/88 will be 
continued. To supplement these achievements the Government, with World 
Bank support, will institute by end-1989 an automated system of 
information exchange covering the income tax, customs and excise, and 
inland revenue departments, so that one department can benefit Erom the 
information made available to another, particularly as regards imports, 
including imports made with “own” foreign exchange. In addition, each 
month the Ministry of Finance will report on trends in revenue and 
expenditure and update the budgetary forecast. 

10. In addition to the above measures, the Government has moved to 
rationalize procurement operations by establishing a Central Supplies 
Directorate. The Government is also extending to the remainder of the 
Central Government the review of the civil service initiated in 1937188, 
with a view to rationalizing gwrernmrnc employment and identifying 
staffing and training needs. While this project is underway the 
Government intends to follow a cautious recruitment policy, concen- 
trating its recruitment to areas where critical shortages exist. In 
addition, by end-1938 the Government will prepare a proposal for 
streamlining and controlling the recruitment of group employees. An 
action plan for reducing the number of these employees by 30 prrcenc in 
1938/89 has been adopted. 

11. The Government is continuing its program of public enterprise 
divestiture and rehabilitation and is strengthening the capacity of the 
Uganda Development CorporaLion (UDC) to rehabilitate the enterprises 
retained in its portfolio. In addition, to strengthen the remaining 
enterprises in the sector the Government has decided to select t?n 
enterprises for diagnostic study, to provide a framework for enterprise 
rehabilitation and reform. Furthermore, the Government has decided to 
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establish an audit corporation for monitoring the financial activities 
of parastatal enterprises. 

12. To reduce inflation and create an economic environment conducive to 
long-term rehabilitation and economic growth, the Government is com- 
mitted to pursuing a prudent monetary and credit policy that contains 
the overall expansion of domestic credit while providing sufficient 
financing for productive activities. In addition to restraining bank 
borrowing by the Government, the Bank of Uganda is committed to keeping 
the expansion of private sector credit within program targets. To this 
end, to encourage savings and to attract funds into the banking system, 
interest rates were, effective July 1, 1938. increased across-the-board 
by 10 percentage points. These rates will be kept under review in light 
of the trend of inflation, with the objective of encouraging savings and 
improving efficiency in credit allocation. The successful pursuit of 
the monetary objecti.Je of the program will call for active monitoring of 
monetary and credit developments and the use of monetary and credit 
instruments throughout the program period. The Bank of Uganda is now 
reviewing existing instruments for monetary and credit control and will 
examine alternative credit control measures by end-1988. 

13. In view of the large variance in loan-to-deposit ratios among the 
various banks and the large increase in private sector credit during 
1987/88. the Government is undertaking a study of the commercial banking 
system, including an assessment of the adequacy of the capital base, 
managerial and accounting practices, and provisions for bank supervision 
and regulation. This study is scheduled to be completed early in 1989, 
with the aim of establishing new supervisory and regulatory procedures 
by end-June 1989. 

14. Regarding sectoral credit issues, during 1988/09 the Government 
intends to intensify and broaden its program for strengthening the 
financial accountability of the agricultural cooperative unions, many of 
which remain unable to borrow directly from the commercial banks. The 
Government will also review the on-lending operations of the Coffee 
Marketing Board, to ensure that they are consistent both with overall 
credit targets and with a rationalization of credit to the agricultural 
sector. In collaboration with the World Bank, the Government will 
prepare an Agricultural Credit Strategy Paper as a background for 
establishing a more comprehensive institutional and policy framework for 
agricultural credit operations. This study will include, among other 
items? a review and assessment of recent trends in noncrop-finance- 
related agricultural credit during 1987/88 and mechanisms for 
rationalizing and restraining the growth of agricultural credit among 
the various parties involved in the production and marketing of export 
crops. 

15. With the exception of petroleum products, public utility tariffs, 
and producer prices for a limited range of export and food crops, the 
Government’s general policy is to allow domestic prices to be freely 
determined by the market. Because of supply constraints, however, 
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controls also apply to a few other products, for which pricing decisions 
are subject to the approval of the Ministries of Finance, Industry, and 
Commerce. The Government intends to gradually remove these other price 
controls as supply constraints ease. As regards petroleum products, the 
Government will continue its present pricing strategy, whereby, without 
ruling out cross-subsidization among products, prices reflect overall 
landed and distribution costs, plus a duty element to mobilize 
government revenue. These prices will be adjusted regularly to reflect 
changes in foreign exchange and domestic costs. Public utility tariffs 
will likewise be adjusted periodically to reflect the prevailing 
domestic and foreign exchange costs. 

16. The Government is committed to maintaining adequate incentives for 
agricultural producers and will continue to review regularly prices for 
export crops, following a procedure whereby prices are announced twice 
Ye==lY 7 after consultation with the World Bank. To this end, on July 1, 
1988 the following producer prices were introduced for unprocessed 
crops: for (kiboko) robusta coffee, USh 60 per kg, an increase from USh 
29 per kg; for tea, USh 20 per kg, an increase from USh 10 per kg: and 
for (AR) cotton, USh 80 per kg, an increase from USh 32 per kg. 

17. To facilitate program implementation and improve the Government’s 
resources for formulating and managing economic policy, a monitoring 
committee composed of representatives of the Ministries of Finance and 
Planning and the Bank of Uganda has been established, to review 
developments on a monthly basis and make a report to the Minister of 
Finance for appropriate action. The Economic Analysis Unit (EAU) in the 
Ministry of Finance, which is being strengthened, will serve as a 
Secretariat to the Monitoring Committee. In this connection beginning 
end-July 1988 the EAU will prepare for the Monitoring Committee a brief 
monthly report on the status of implementation of the Government’s 
1988189 economic program. This report will incorporate information on 
government revenue, expenditure, and budgetary financing, as well as 
developments in prices, exports, and the exchange rate; provide a 
synopsis of monetary and credit developments ; and include an analysis of 
the Bank of Uganda’s foreign exchange budget. In addition to the work 
of the EAU, the Government has strengthened the existing donor 
coordination unit in the Ministry of Planning. Beginning end-July 1988 
this unit will provide the Ministry of Planning with regular reports 
containing the latest available information on the receipt and use of 
foreign assistance in Uganda. It will also coordinate with the EAU and 
the budget monitoring units in the Ministry of Finance in tracking 
development expenditure. Beginning in July 1988 this unit will also 
serve as a clearinghouse for donors regarding existing development 
projects and assist in coordinating information on the public investment 
program. 

18. The program for 1988189 is estimated to require an import level of 
US$675 million, while exports are projected at US$343 million. The 
overall balance of payments is projected to be in surplus by some US$35 
million. Taking into account the objective of increasing the gross 
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foreign exchange reserves of the Bank of Uganda by about US$ZO million, 
a US$lO million reduction of the stock of external arrears (estimated at 
US$130 million after the payment of overdue Fund obligations on August 
25, 1988), and financial obligations to the Fund, the external financing 
gap for 1988/89 is projected to be about US$75 million. The Government 
will seek to fill this gap through rescheduling and the use of the 
second Loan under the SAF. In addition, approaches will be made to 
donors for assistance not yet committed firmly enough to be included in 
the present estimates of external financing, in order to facilitate a 
possible strengthening of import capacity and the reserve position. 

19. During 1988/89 progress will be monitored via the following 
quantitative benchmarks (see attached table): 

a. To monitor credit and monetary developments quarterly 
benchmarks have been established Eor net domestic credit and net bank 
credit to Government. The expansion in net domestic credit of the 
banking system from end-June 1988 will be limited to U Sh 3.5 billion 
through end-September 1988, to U Sh 5.5 billion through end-December 
1988, to U Sh 7.5 billion through end-March 1989, and to U Sh 8.6 
billion through end-June 1989. In addition, relative to the position at 
end-June 1988 net credit to Government from the domestic banking system 
is to record a cumulative decrease of U Sh 1.0 billion at end-September 
1988, U Sh 2.0 billion at end-December 1988, U Sh 3.0 billion at 
end-March 1989, and U Sh 5.0 billion at end-June 1989. Also as a 
benchmark, gross international reserves of the Bank of Uganda from 
end-June 1988 are to increase by US$lO million by end-March 1989 and 
US$20 million by end-June 1989. In addition, relative to the position 
at end-June 1988 external arrears are, as a result of debt rescheduling, 
to decrease by US$lO million by end-September 1988 and remain at or 
below the end-September 1988 level as of end-December 1988, end-March 
1989, and end-June 1989. Broad money. which is not a program benchmark, 
is expected to increase by 68 percent from end-June 1988 to end-June 
1989, which is broadly in Line with the 60 percent rise in consumer 
prices and 5 percent real growth in GDP envisaged during the year. 

b. A limit of USh 9.8 billion has been set on the 1988/89 
government budget deficit, as measured on a commitment basis and 
including grants. In addition, benchmarks have been established for 
central government tar receipts and current expenditure, as indicated in 
the attached table. 

C. New nonconcessional foreign borrowing by the public sector will 
be limited as follows: the Government and the Bank of Uganda will 
neither contract. guarantee, nor receive disbursements of an aggregate 
amount oE external borrowing on nonconcessional terms (DAC definition) 
in excess of US$lfl million with an initial maturity of up to and 
including 15 years. This restriction excludes ad,Jance sales of export 
products, normal trade credits with a maturity of Less than 1 year, and 
obligations undertaken as a result of debt rescheduling. 
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20. Policy implementation will also be followed closely, with the 
following considered as policy benchmarks: (1) the periodic reviews of 
the exchange rate described in paragraph 4; (2) completion of the 
comprehensive review of customs duties and the domestic tax system 
described in paragraph 7; (3) implementation and maintenance of the 
interest rate policies described in paragraph 12; and (4) the reviews in 
agricultural producer prices called for in paragraph 16. 

21. During the program period, the Government does not intend to engage 
in multiple currency practices, to impose new restrictions and/or to 
intensify existing restrictions on payments and transfers to current 
international transactions, to introduce new restrictions or to 
intensify existing restrictions on imports for balance of payments 
reasons, or to conclude bilateral payment agreements with Fund members 
not consistent with the provisions of Article VIII of the Articles of 
Agreement. 
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Table 9. Uganda: Quantitative Benchmarks for the Second-Year 
Arrangement Under the Structural Adjustment Facility 

September 1988-June 1989 

1988 1989 
Sept. Dec. Mar. June 

(In billions of Uganda shillings: 
end of period) 

Cumulative change at end of period in 

Net domestic credit 3.5 5.5 7.5 8.6 

Net bank credit to Government 
Overall budget deficit on 

a commitment basis and 
including grants 

-1.0 -2.0 -3.0 -5.0 

. . . . . . . . . 9.8 

Tax revenue . . . . . . . . . 50.9 

Current expenditure 11 - . . . . . . . . . 50.1 

(In millions of U.S. doi lars) 

Cumulative change at end of period in 

New nonconcessional borrowing, 
excluding advance coffee sales, 
short-term trade credits, and 
borrowing under debt rescheduling 5 5 10 10 

External arrears payments 

Gross foreign reserves 

l! Fund staff classification. 

-10 -10 -10 -10 

-- -_ 10 20 
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I. Membership Status 

(a) Date of membership: September 27, 1963 
(b) Status: Article XIV 

A. Financial Relations 

II. General Department (General Resources Account) 

(a) Quota: SDR 99.6 million 
(b) Total Fund holdings: SDR 258.0 million 

(259.1 percent of quota) 
(c) Fund credit: SDR 158.4 million 

(159.1 percent of quota) 
Of which: 

Credit tranches None 
Enlarged access SDR 108.6 million 

(109.1 percent of quota) 
Compensatory Financing 

Facility (exports) SDR 49.8 million 
(50.0 percent of quota) 

(d) Reserve tranche 
position: -- 

III. Financial Arrangements and Special Facilities 

(a) Current arrangement: 
Arrangements under the structural 

adjustment facility 

(i) Duration June 15, 1987-June 14, 1990 
(ii) Amount SDR 63.246 million 

(iii) Utilization SDR 19.92 million 

(b) Previous stand-by arrangements: 

(i) In 1983/84 
(1) Duration Sept. 16, 1983-Sept. 15, 1984 
(2) Amount SDR 95.0 million 
(3) Utilization SDR 65.0 million 
(4) Undrawn balance SDR 30.0 million 

(ii) In 1982/83 
(1) Duration Aug. 11,1982-Aug. 10, 1983 
(2) Amount SDR 112.5 million 
(3) Utilization SDR 112.5 million 
(4) Undrawn balance -- 
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TV. SDR Department 

(a) Net cumulative allocation: 
(b) Holdings: 
(c) Current designation plan: 

v. Administered Accounts 

(a) Trust Fund 
(i) Disbursed: 

(ii) Outstanding: 

VI. Overdue Obligations to the Fund: 
(As of July 31, 1988) 

VII. Exchange Rate Arrangement: 
Since July 1, 1988, the Uganda shilling has been pegged to 

the U.S. dollar at the rate of U Sh 150 per U.S. dollar. 

UGANDA - Relations with the Fund (continued) 
(As of July 31, 1988) 

(iii) 1981/82 
(1) Duration 
(2) Amount SDR llm.. 
(3) Utilization SDR 112.5 
(4) Undrawn balance -- 

June 5, 1981-June 30, 1982 
2.5 million 

million 

(c) Special facilities: 

Compensatory Financing Facility 

In 1987188 
Date approved: 
Amount: 

In 1986/87 
Date approved: 
Amount: 

In 1981/82 
Date approved: 
Amount: 

February 5, 1988 
SDR 24.8 million 

June 15, 1987 
SDR 25.0 million 

June 5, 1981 
SDR 45.0 million 

SDR 29.4 million 
None 
None 

SDR 22.5 million 
SDR 9.8 million 

SDR 20.0 million 

B. Nonfinancial Relations 
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VIII. (a) Last Article IV consultation discussions (standard 12-month 
cycle) were conducted in March 1987, and concluded on June 15, 
1687. The following decision was adopted by the Executive 
Board: 

1. The Fund takes this decision relating to Uganda’s exchange 
measures subject to Article VIII, Section 2(a) and 3, and in 
concluding the 1987 Article XIV consultation with Uganda and in 
the light of the 1987 Article IV consultation with Uganda under 
Decision No. 5392-(77/63), adopted April 29, 1977 (“Surveillance 
over Exchange Rate Policies”). 

2. Uganda maintains the restrictive exchange measures 
described in SM/87/127, in accordance with Article XIV, 
Section 2, except that the restrictions evidenced by the 
allocation of foreign exchange and by the accumulation of new 
external payments arrears are subject to approval by the Fund 
under Article VIII, Section 2(a). The Fund notes the intention 
of Uganda to liberalize these restrictions, encourages the 
authorities to remove them as soon as possible, and, in the 
meantime, grants approval for their retention until December 31, 
1987. 

(b) Last staff visit, to discuss performance under the first- 
year SAF arrangement and assess the case for a CFF purchase, was 
held during October 14-28, 1987. 

TX. Consultation Cycle 

A consultation cycle of 12 months was indicated in the 
summing up of the 1986 and 1987 Article IV consultations. 

X. Technical Assistance 

Uganda has received extensive technical assistance from the 
Fund in recent years: 

(a) CBD has provided technical assistance through its 
panel of experts and by various missions: 

(i) Advisor to the Governor, on Bank Supervision 
(Mr. Chaudhury, Hay 1980-May 1982); 

(ii) Advisor to the Governor! to assist in the 
management of the floatlog exchange rate 
regime and foreign exchange operations 
(Mr. Schelin, May-July 1981); 
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(iii) 

(iv) 

(v) 

(vi) 

(vii ) 

Advisor to the Governor, to assist the Bank 
in its operations of foreign exchange 
(Mr. Niehues, September 1981-April 1982). 
During his assignment, Mr. Niehues became the 
Director of the newly created Foreign Exchange 
Operations Department; 

Advisor to the Governor, co assist the Bank to 
strengthen its research capacity 
(Mr. Vertongen, January 1982-July 1983). 
During his assignment. Mr. Vertongen became 
the Director of the Research Department; 

Advisor to the Governor, to assist the Bank in 
its accounting, reserves, and public debt 
management (Mr. Lontock, March 1982-March 
1983); 

Advisor to the Governor, to assist the Bank in 
strengthening its Accounts Department 
(Mr. Lindsay, September 1982-September 
1985). Mr. Lindsay became the Chief 
Accountant of the Bank shortly after his 
assignment; 

Director of Foreign Exchange Operations 
Department (Mr. Abdul-Rahman, August 1982- 
August 1985); 

(viii) Director of Research Department (Mr. Vollan, 
July 1983-December 1984); 

(ix) Director of Research Department (Mr. Lemne, 
April-May 1985); 

(x) Director of the newly created External Debt 
Management Office to coordinate, update, and 
regularize servicing of external debt (Mr. 
Bourke, October 1983-November 1984); 

(xi) Advisor, External Debt Management Office 
(Mr. Gopalan, November 1984-September 1985); 
and 

(xii) Advisor to the Governor on Bank Supervision 
and Development Finance (Mr. Bhagavat, 
December 1983-September 1985). 

(xiii) Advisor to the Governor on Accounting 
(Mr. Soeting, June 1988-June 1989) 
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Four CBD technical assistance missions have visited Uganda 
since 1981. The first mission (December 2-16. 1981) examined 
the structure and functions of the Bank of Uganda, re.Jiewed the 
banking and financial systems, and revised and updated the 
banking legislation. The second mission February 8-15, 1984) 
discussed with the authorities alternative medium- and long- 
term investment financing instruments. A third mission 

(October 21-28, 1987) reviewed the accounting and supervisory 
departments in the Bank of Uganda to assess a request for 
technical assistance in accounting. A fourth mission, to 
review the banking system and assess the instruments for 
monetary credit control, took place June 15-25, 1988. 

(b) FAD has provided Kechnical assistance through - 
members of its panel of experts and several 
missions: 

(i) Budget Advisor to the Minister of Finance, to 
review the existing procedures and propose a 
system for monitoring future budgetary 
operations (January-April 1982); 

(ii) Budget Advisor to the Minister of Finance 
(Mr. Wait, October-December 1982); 

(iii) Budget Advisor to the Minister of Finance 
(Hr. Thompson, January 1983~July 1984); and 

(iv) Budget Advisor to the Minister of Finance 
(Mr. Mookerjee, January-September 1985). 

In addition, FAD missions have visited Uganda as 
under: 

(i) To review the fiscal system of Uganda 
(October 23-November 18, 1983); and 

(ii) To assist in redrafting the Income Tax Decree, 
(October 5-23, 1984). 

(cl Uganda has also received technical assistance 
through several missions from BUR which have visited 
Uganda since 1983: 

(i) To review the system of reporting and to 
update BOP statistics (January 10-24. 1983); 
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(ii) To give a seminar on the system of reporting 
government finance statistics and to update 
the data (August 15-23. 1983); 

(iii) To review the accounts of the Bank of Uganda 
(August 29-September 10, 1983); 

(iv) To review the accounts of the Bank of Uganda 
(April 30-May 5, 1984): 

(v) To review national accounts data (November 
1986); and 

(vi) To review balance of payments data (February 
1987). 

Cd) LEG has provided technical assistance in the fields - 
of fiscal and banking legislation through the 
following missions: 

(i) To review and revise banking legislation 
(November ZO-December 16, 1981); 

(ii) To review fiscal legislation and prepare a 
draft Income Tax ACL (October 2?-November 4, 
1983); 

(iii) To draft income tax regulations (October 8-24, 
1984); 

(iv) To redraft the Income Tax Act (February 3- 
March 1, 1985); 

(v) To finalize income tax legislation (July 27- 
August 9, 1986); 

(vi) To revise sales and excise tax legislation 
(October 14-24. 1987); and 

(vii) To revise customs legislation (June 22-29. 
1988) 

In addition, LEG staff assisted a delegation of tax - 
officials from Uganda visiting headquarters in 
drafting certain income tax regulations and other 
explanatory mrmiirand.? related thereto. 
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L. Outstanding statistical issues 

a. Real sector 

With technical assistance from the World Bank the Ugandan 
authorities began compiling data on gross domestic product at current 
market prices in early 1988. Data for real GDP are still based on 1966 
prices. A recent general economic data mission from the Bureau of 
Statistics recommended that the constant price series should be rebased 
at the prices of a recent year, and that the consumer price indices 
should be revised following the completion of an updated household 
expenditure survey. 

So far as customs-based trade data are concerned, these are 
available in computer printouts up to 1984, and the 1985 data are being 
processed. There is a need to systematize procedures for the 
verification of the data. Despite incompleteness of coverage, the 
Statistics Department could make use of these data, particularly in 
compiling unit value indices. 

b. Government finance 

The 1987 Government Finance Statistics Yearbook includes data in 
the statistical and derivation tables for the budgetary central 
government rhrough 1984 and provisional data for 1985 and 1986. It also 
includes data on revenue and expenditure for local governments for the 
years 1980 through 1983. There is a need to expand the coverage of the 
central government data by including data for the extrabudgetary units 
and the Social Security Fund. It is also important to include central 
government data on the economic classification of expenditure in order 
to improve the presentation for Uganda in the Yearbook. The annual time 
series in IFS correspond with the data in the CFS Yearbook. Monthly and - 
quarterly data are not reported. 

C. Monetary accounts 

During the past year, the authorities have reported only limited 
statistical data in the money and banking area other than on exchange 
rates and interest rates to the Bureau of Statistics. Data on the 
deposit money banks accounts were recently reported for the months of 
July 1987 through March 1988. 

(i) Outstanding issues 

A technical assistance mission visited Uganda in October 1987 and a 
report on the findings of this mission has been sent to the 
authorities. The report notes that two major problems inhibit the 
derivation of accurate and current money and banking statistics: these 
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(ii) To give a seminar on the system of reporting 
government finance statistics and to update 
the data (August 15-23, 1983); 

(iii) To review the accounts of the Bank of Uganda 
(August 29-September 10, 1983); 

(iv) To review the accounts of the Bank of Uganda 
(April 30-May 5. 1984); 

(v) To review national accounts data (November 
1986); and 

(vi) To review balance of payments data (February 
1987). 

(d) LEG has provided technical assistance in the fields - 
of fiscal and banking legislation through the 
following missions: 

(i) 

(ii) 

(iii) 

(iv) 

(v) 

(vi) 

(vii 1 

To review and revise banking legislation 
(November 20-December 16, 1981); 

To review fiscal legislation and prepare a 
draft Income Tax Act (October ZZ-November 4, 
1983); 

To draft income tax regulations (October 8-24, 
1984); 

To redraft the Income Tax Act (February 3- 
March 1, 1985); 

To finalize income tax legislation (July 27- 
August 9, 1986); 

To revise sales and excise tax legislation 
(October 14-24, 1987); and 

To revise customs legislation (June 22-29, 
1988) 

In addition, LEG staff assisted a delegation of tax 
officials from Uganda visiting headquarters in 
drafting certain income rax regulations and other 
explanatory memoranda related thereto. 
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(-2) The IHF Institute held a joint seminar in Kampala with the 
Bank of Uganda in “Techniques of Financial Programming” 
(January 31-February 8, 1985) to introduce selected 
Uganda” officials engaged in the implementation of 
economic policy to techniques of financial programming in 
their country’s context. 

XI. Resident Representative 

The Fund has maintained a resident representative in Uganda since 
July 1982. A staff member, Mr. G. Begashaw, has been the Fund 
resident representative since December 1987. He was preceded by 
another staff member, Mr. Z. Ebrahim-zadeh, who served as resident 
representative during September 1984-November 1987. 
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Uganda: Outstanding IDA Credits by Sector l! - 

(As of Hay 30, 1988; in millions of U.S. dollars) 

Total Disbursed Undisbursed 

Agriculture 133.37 51.44 81.88 

Education 32.00 31.76 0.24 

Water supply and sanitstion 28.00 17.69 10.31 

Transport and communications 76.00 6.14 69.86 

Power and energy 47.89 4.59 43.30 

Industry 35.00 20.01 14.99 

Reconstruction 21 89.00 39.01 49.99 

Technical assistance 15.00 7.28 7.72 

Total 21 456.26 177.97 278.29 

source: Data provided by the World Bank. 

l/ Uganda’s IBRD loans have all been fully disbursed. 
?/ Includes economic recovery credits. 
?I Excludes completed IDA credits of USS283.45 million. 
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Uganda--Statistical Issues 

1. Outstanding statistical issues 

a. Real sector 

With technical assistance from the World Bank the Uganda” 
authorities began compiling data on gross domestic product at current 
market prices in early 1988. Data for real GDP are still based on 1966 
prices. A recent general economic data mission from the Bureau of 
Statistics recommended that the constant price series should be rebased 
at the prices of a recent year, and that the consumer price indices 
should be revised following the completion of an updated household 
expenditure survey. 

So far as customs-based trade data are concerned, these are 
available in computer printouts up to 1984, and the 1985 data are being 
processed. There is a need to systematize procedures for the 
verification of the data. Despite incompleteness of coverage, the 
Statistics Department could make use of these data, particularly in 
compiling unit value indices. 

b. Government finance 

The 1987 Government Finance Statistics Yearbook includes data in 
the statistical and derivation tables for the budgetary central 
government through 1984 and provisional data for 1985 Hnd 1986. It also 
includes data on revenue and expenditure for local governments for the 
years 1980 through 1983. There is a need to expand the coverage of the 
central government data by including data for the extrabudgetary units 
and the Social Security Fund. It is also important to include central 
government data on the economic classification of expenditure in order 
to improve the presentation for Uganda in the Yearbook. The annual time 
series in IFS correspond with the data in the CFS Yearbook. Monthly and 
quarterly data are not reported. 

C. Monetary accounts 

During the past year, the authorities have reported only limited 
statistical data in the money and banking area other than on exchange 
rates and interest rates to the Bureau of Statistics. Data on the 
deposit money banks accounts were recently reported for the months of 
July 1987 through March 1988. 

(i) Outstanding issues - 

A technical assistance mission visited Uganda in October 1987 and a 
report on the findings of this mission has been sent to the 
authorities. The report notes that two major problems inhibit the 
derivation of accurate and current money and banking statistics; these 
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are: (1) the inability of the staff of the Accounts Department of the 
Bank of Uganda to prepare current monthly balance sheets for that 
institution; and (2) the consequent reliance on Foreign Exchange 
Operations Department records to derive estimates of the Bank of 
Uganda’s net foreign assets. The report contains proposals to overcome 
these difficulties. Data on the Bank of Uganda’s accounts have not been 
reported to the Bureau of Statistics beyond December 1986. Data on the 
net foreign assets of the Bank of Uganda used in the report have been 
compiled by the staff. 

d. Balance of payments and external debt 

A report on the technical assistance mission to Uganda was sent to 
the Director, Research Department, Bank of Uganda in June 1987. No 
comments have so far been received on the report. The External Debt 
Management Office (EDMO) of the Bank of Uganda maintains comprehensive 
data on debt service obligations and external payments arrears although 
the latter are frequently available only with a lag of several months. 

2. Coverage, currentness, and reporting of data in IFS 

The table below shows the currentness and coverage of data 
published in the country page for Uganda in the July 1988 issue of 
IFS. Real sector and other financial data have been provided primarily 
via the Fund’s African Department, since the data provided by the Bank 
of Uganda have generally been limited to information on exchange rates 
and interest rates. Balance of payments data are based on reports sent 
to the Fund’s Bureau of Statistics by the Bank of Uganda, which during 
the past year have been provided on an infrequent basis. 



Real Sector 

Government Finance 

Monetary Accounts 

Interest Rates 

External Sector 

- 58 - 

Status of IFS Data 

-National Accounts 

-Prices 
-Production 
-Employment 
-Earnings 

-Deficit/Surplus 
-Financing 
-Debt: Domestic 

Foreign 

-Monetary Authorities 
-Deposit Money Banks 
-Other Financial 

Institutions 

-Discount Rate 
-Bank Lending/ 

Deposit Rate 
-Government Bond Yield 

-Merchandise Trade: 
Values: Exports 

coffee 
Imports 

Unit value of exports: 
coffee 

-Balance of payments 
-International Reserves 
-Exchange Rates 

APPENDIX IV 

Latest Data in 
July 1988 IFS 

1985 (constant 
prices) 

April 1988 
“.a. 
“.a. 
“.a. 

1986 11 
1986 it 
1986 i/ 
1982 I/ 

Dec. 1986 
July 1987 2/ 

“.a. 

March 1987 

March 1987 
June 1987 

1984 
42 1986 
1980 

Ql 1985 
1986 
Dec. 1987 
March 1988 

l/ Provisional data. Fiscal year ending June 30. 
T/ The August 1988 issue will carry data for the deposit money banks 

th;ough March 1988. 
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UGANDA--Basic Datn 

Area, population, and GDP per capita 

Area: 
Population (1987): 

Total 
Growth rate 

GDP per capita (1987): 

241,139 square kilometers 

16.0 million 
3.0 percent (1973 to 1985) 
US$225 

1983 1984 1985 1986 1987 - - - - - 

National Accounts (In millions of Uganda shillings) 

GDP at factor cost 
(at 1966 prices) 

Agriculture, forestry, and 
fishing 

Manufacturing 

Construction 

Commerce 

Covernlnent 

7,171 

4,050 

290 

32 

575 

909 

Annual real rate of growth 4.3 

1983184 

6,787 6,715 6,643 

3,619 3,486 3,318 

300 267 235 

34 39 43 

533 574 551 

923 932 941 

(I” percent) 

-5.4 -1.0 -1.1 

6,838 

3,413 

248 

49 

576 

950 

-2. 9 

1984185 1985186 1986187 1987188 
Est. 

Price movements (Percentage change from the previous year) 1/ 

Cost of living: 

GDP deflator 21 40 107 127 260 181 

Cost (If living index 29 100 130 256 189 

lf Fiscal year July-June; Lncreasr in yearly average. 
71 Staff estimates. - 

e 
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UGANDA--Basic Data (continued) l 
1983184 1984/85 1985186 1986187 1987188 

StaFf Est. 

Central government finance (tn millions of Ugandn shillings) 

Revenue and grants 974 
Of which: revenue (929) 

Expenditure 1,154 
Current (695) 
Development (129) 
Unallocated (330) 

Overall deficit (commitment basis) -180 

1,689 3,350 6,433 
(1,621) (2,846) (5,871) 

2,397 4,723 11.433 
(1,568) (3,517) (7,290) 

(349) (1,206) (4,143) 
(480) (--) (--) 

-698 -1,690 -4,065 
63 317 193 

-635 -1,373 -3,872 

635 1,373 3,872 
(96) (432) (1,184) 

(539) (94) (2,684) 
[5561 [57?] 13.0771 

(Ill percent of GDP) 

19,326 
(15,413) 

27,768 
(14,967) 
(11,505) 

(1.296) 

Change in arrears 
Overall deficit (cash basis) 

-84 
-2h4 

264 
(30) 

(234) 
r-271 

-8,442 
-744 

-9,186 

FillaWing 
Foreign (net) 
Domestic (net) 

Of which: banking system 

Revenue and grants 14.0 12.5 11.0 5.8 6.2 
Expenditure 16.6 17.7 15.5 10.4 9.0 
Overall deficit (commitment basis) -2.6 -5.2 -5.6 -3.7 -2.7 

Money and credit 

Domestic credit (net) 
Government (net) 
Nongovernment 

Money plus quasi-money 

(3-t) 

(38) 
62 

9,186 
(4,838) 
(4,348) 
[4,458] 

(Annual percentage change) 3/ - 

145 107 135 
(72) (610 (51) 
(73) (51) (39) (84) 
139 148 96 167 

11 Fiscal year (July-June) 
71 Data for fist nine months. 
31 As percent of broad money at the beginning of the period. - 



(P 
Balance of payments 1903184 1904185 1985186 1986187 1987188 1/ 

Exports, f.o.b. 
Imports, c.i.f. 

Trade balance 

services (net) 

Unrequited transfers (net) 

Current account balance 

Capital account balance 

Overall balance 

Financing 

Of which: 
Monetary authorities (net) 

Exceptional financing 

External arrears (reduction -) 

-52 -48 

42 53 

-63 -59 19 39 

Current account balance 
as percent of GDP 0.1 -0.5 1.1 -1.0 

Gross Foreign reserves 
(end of period) 
(in months of imports) 

95 63 64 31 
3.1 1.9 2.0 0.8 

External public debt 

Disbursed and outstanding 
(end of period) A/ 1,257.g 1,140.6 1,127.l 1,206.O 1,416.e 

Debt service ratio (as percent of 
exports of goods and nonfactor 
SerViCeS) 41.3 46.9 52.1 54.2 

Excluding the Fund 29.1 24.3 22.3 27.5 
IMF 11.6 22.6 29.8 26.7 
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UGANDA--Basic Data (continued) 

378 
-368 

10 - 

-105 

97 

3 - 

71 

73 - 

-73 

(1n millions of U.S. dollars) 

383 379 
-391 -379 

-8 1 - - 

-112 -101 

104 132 

-15 31 - - 

69 -8 

55 24 - - 

-55 -24 - - 

-38 21 

-- 

383 
-494 

-111 

-111 

140 

-82 - 

11 

71 - 

-71 - 

-- 

-606 

-303 

-129 

228 

-205 

142 

48 - 

-40 - 

-31 

105 

37 

-4.0 

35 
0.7 

53.5 2/ 

22.1 
31.4 

Including Fund credit, but excluding arrears. 
@ $ After rescheduling. 
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UGANDA - Basic Data (concluded) 

Social and demographic indicators 

Population density (1987) 
Population characteristics (1986) 

Life expectancy at birth (years) 
Infant mortality (per 1,000 births) 

Health 
Population per physican (1981) 
Population per nurse ----- 
Daily calorie supply (1985) 

Education (1965) 
Primary school enrollment (percent) 
Secondary school enrollment (percent) 

66 per square km 

48 
105 

21,270 
2,000 
2,403 

67 
4 
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