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LETTER OF TRANSMITTAL

H E The President/Hon Minister of Finance
PO BOX8147
KAMPALA

Your Excellency,

In accordance with Section 46 of the Bank of Uganda Act 1966, | am presenting to you
the Bank’s Annual Report 1981-1982 In compliance with the Act, the accounting part
of the Report relates to the financial year 1981/1982, whereas the economic part
covers the whole of calendar years 1981 and 1982 The overlap of the economic
policies pursued and the general demand for economic information have justified such
a coverage

In conformity with the provision of Section 36 of the above mentioned Act, as amended
by the Bank of Uganda Act (Amendment) Decree No 22 of 1971, a statement of
audited accounts for the year ending June, 1982, is also included

I am, Your Excellency,
Yours sincerely,

LEQ KIBIRANGO
Governor
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PREFACE

This Annual Report 1981-82 s the first one
that the Bank of Ugandais publishing since 18972
With regatd to the statistical information
presented in the reparl, three aspects are worth
noung

Firstly. the repart, apart from reviewing the
financial year 1981/82 as required by the Bank of
Uganda Act, also brietly covers the penod 1972
1980 plus the calendar years 1981 and 1982 for
completeness Following the break with the pastin
the economic policies pursued and given the
overlap of the stabiization and recovery
programmes introduced dunng the penod, the two
years 1981 and 1982 have been considered as a
homogeneous perod

Secandly, given the fact that the
rehabilitation of the statisucal apparatus of the
country and of the Bank of Uganda was
augmented only recently, some of the data givenin
this Report is provisiona

Thirdly. the present Report does not ink up with
previous reports, nor does it try to follow up, the
statistical record. since the last published Annual
Reportof 1971 72 n a systematic fashion To do
atherwise would have been for several reasons,
imprachcal

Inorder to provide a perspective of
developments between the publication of the laut
report and the present one, a section on the penod
1972 1980 has been included in chapter one
Relevant authorities intend, however, 1o fill this
statistical gap with a special statistical 1ssue as
soon asnformation channels have been fully
rehabilitated The Bank of Uganda will. naturally
make an important contribution to thig task

[ the meantime, with regard to the perniod
1972 1980, reference may be mare frutfully made
to a number of recent publications on the Uganda
economy These include the report of the
Commonwealth Team of Experts ot June 19/9
crititliect The Rehabilitation of the Economy of
Uganda, submitted by the Government to the
Consultative Group meeting (in 1981) and i senes
of documents prepared as Background to the
Budgets, especially the issue for the tiscal year
1982/83 published an behalf ot the Governiment
by the Mimstry of Planning and Economic
Development in June 1982

Henceforth. the Bank intends to publish its
Annual Repiorts on a regular basis in arder 1o
contribute 1o the provision of economic data and
to ard analysis of developments within aur
eCoNGmy
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Part 1: ECONOMIC AND FINANCIAL DEVELOPMENTS
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1 OVERALL REVIEW

The last annual report that the Bank of
Uganda published covered the financial year
1971/ 1972, a period which marked the first steps
on the way to a prolonged period of economic
mismanagement and deterioration. Economic and
financial mismanagement combined with a general
state of nsecurity brought the country, which once
was one of the maost advanced econormies south of
the Sahara. to a virtual standstill and rendered the
economy greatly fragile despite the support of the
exceptionally high coftee prices in 1976 and 1977
The trend of deterioration was unavoidably
aggravated by the 1979 Liberation War and
despite much international goodwill, it continued
until the implementation of the new economic

measures introduced in 1981 by the Gavernment
(elected in December, 1980)

This chapter attempts to provide a synopsis
ot what transpired between the publication of the
Bank's last annual report and 1982 For
convenience the review in Chapter 1 1s divided into
two sections, covering the periods 1972-1980 and
1981-1982 respectively Because of the dearth
and unrelability of information concerning the
period 1972-1980, 1t has been possible to provide
only a very brief glimpse of developments. The
period 1981-1982 is the major concern of this
annual report and a detailed review is given in
Chapters 210 8

1.1  THEPERIOD 1972-1980

Gross Domestic Product

In the period 1972-1980 as a whole, Uganda
experienced an overall decline in total praduction
GDP at factor cost (1966 constant prices) was still
in 1977 at about the same level as in 1972, but a
drastic decline set in between 1978 and 1980 with
GDP falling by 19 per cent A positive growth was
achieved in 1976 and 1977 reflecting the boom In
international coffee prices, which greatly increased
export earnings and largely offset the slowdown in
economic activity in 1974 following the first major
increase in petroleum prices. However, the impact
of the subsequent rnise in petroleum prices in 1978
and 1979 aggravated the deteriorating
performance of the economy In none of these
years (1972-1980) did the real growth in GDP
match the rate of population increase, on average
3 1 per cent per annum between 1972-1979
(Table 1).

Agricultural Production

Agricultural production including forestry,
fishing, and hunting, after remaining relatively
steady between 1972 and 1977, declined.in the
succeeding three years. With the exception of
coftee, all other major crops (cottn, tea and
tobacco) showed a dechine in production Cotton,
tea and unmanufactured tobacco declined due 1o
lack of farm implements, insecticides, packing
matenals etc. Prices paid to the farmers were also
not competitive enough to encourage farmers to
increase acreage Retaned income for the farmers
was thus too meagre 10 enable them to purchase
bare necessities of life

Industrial Production

The country’'s industrial sector 1s relatively
small, consisting of production of iImport-
substituting. light manufactured products and the
processing of agrictltural commodities This
sector, prior to 1972, used to produce a wide
range of manufactured consumer and intermediate
goods for domestic consumption, with a sizeable
surplus for export to Kenya and Tanzania The
declaration of the “econormic war' in August,
1972, by the Military Regime. adversely affected

the manufacturing sector's performance and
accelerated a steady decline in output over
subsequent years

Expulsion of non-citizens (mostly of Asian
origin}, which tollowed the declaration of the
“economic war |, nearly crippled this sector as the
expellees had up ta then provided an important
part of the skilled management and technical
manpower. The mismanagement of the country s
meagre foreign exchange earnings made it
impossible to import adequate spare parts and raw
materials for various industnal concerns. This
coupled with the steady decline in production of
cash crops. heavily reduced the capactty of crop
processing industrnies Most industries experienced
acute shortage of local working capital. as the
controlled ex-factory prices set by Government for
their products could no longer adequately cover
thenr production costs in a situation of low capacity
utilisation

As aresult of the above enumerated
problems. most of the industries which used to
operate in excess of 70 per cent of their installed
capacity during the early 1970's, operated at only
between 10 and 20 per cent towards the end of
the decade and a good number had virtually closed
down This sector’s contribution to GDP, which
stood at an average of 8 4 per cent between 1970
and 1973, dropped to 6 O per centin 1978 (Table
2} By the end of the decade (1980), the sector s
contribution had further drastically declined and
stood at only 4 4 per cent Thus, throughout the
period 1972 to 1980, industrial production showed
a persistent decline

Prior to the Liberation War, however there
were some few industries which despite the
situation of economic mismanagement, had
somewhat maintained reasonable levels of
capacity utilisation. By 1978, some industries such
as those producing beer, Uganda Waraai (spints),
cigarettes. paints. and textiles were still operating
well above 30 per cent of their installed capacities
On the other hand, industries producing building
materials, steel products, soft drinks, ferulizers,
soap. ammal feeds, and matches were producing
at only between 10 and 20 per cent of capacity



TABLE 1: UGANDA: SELECTED ECONOMIC DATA, 1972

{n mithons of shilings unless otherwise indicated)

80

1972 1973 1974 1975 1976

1977

1978

1979

1980

OUTPUT AND PRICES

GDP{at constant 1966 prices) /476 7. 5059 /.357 7411 7.527 7.11b 6,330
Aagricultural Production 4.018 3.978 3,966 3,922 4.097 4077 3,497
Industnal Production 670 ha hid 534 501 387 254
Consumer Prices (Low Income
Index, 1961 = 100 164 204 341 410 601 1,133 1.546 4.894 5.474"
PUBLIC FINANCE"
Total Revenue and Grants 1,638 3 12406 11753 2,090 7 24576 5,720 8 58566 27150 51283
Total Expenditure 24365 21022 2.8063 3.2090:4 3,776.2 4,716 8 5953 2 6.085 2 6,790 9
Overall. Deficit {—) or Surplus —888 2 —861 6 —1.6300 —1.118.7 =1.3176 1.004 O —96 6 —3.3702 —1.662 6
MONEY AND CREDIT
Net Foreign Asset: 130 4" 83 1 =29 ] 303 46 4 112 3 254 1 —1297 —4729 9
Domestc Credn 245hH 2 32.3667 4,508 6 b,298.8 6./266 8,406 6 0.5089 4 12.856.5 20,798 8
Clams an Government 1,439 4 2,148 1 2,907 7 3,603 8 4,789 6 552186 7.288 2 9484 5 14.847 8
Claims on Private Sector 1,015 8 1,208 6 1.6009 1,695 0 1,937 0 28850 3,221 2 33710 0
HBroad Money 2147 4 29111 3,865 0 4,677 7 6,234 5 7.4003 9584 7 13,166 0
Currency in Circulanon 6201 /95 9 1,092 5 1.367 1 2.205.72 2,889 1 36182 4 640 7
Demand Deposits 022 6 1.318 6 1.913 3 1.8850 2.2865 2.897 6 349 8 5,027 2
Time and Savings Deposits 604 7 796 6 8ha 2 1.425 6 1.742 8 161386 25747 3.498 1
BALANCE OF PAYMENTS {In millions of U.S. dollars)
Total Exports 263 8 2800 2941 2130 328507 568 9 3349 4122 3357
Total Impor ts 197 6 2052 271 6 235 6 239.2 43/ 6 365 1 3351 564 4
lrade Balance 06 2 748 225 ~22 6 865 18T 3 =302 771 —2287
Current Account Balance 16 3 44 0 —24 1 —h{).4 47 G 710 —1085 —2°8 74
Private =390 —38 6 —012 174 —42.1 —43 7 59 4 —184 2 =197
Ofticial 20 7 84 138 78 —6.8 —59 214 —211 —bb 2
Capital Account Balance —-187 =302 13 6 25 2 —489 —496 480 —2053 —84 2
Overall Balance {defici (=) +2:4 -3 —37 2 —252 —-1.4 +213 B0 5 =128 —2881
(Annual percentage changes)
GDP (at constant 1960 prices! +04 =8 +0 2 =20 +0.7 +16 —486 —119 =34
Consumer Prices (Low Income
Index 18961 = 1000 24.4 +67 2 +20 2 +46.6 +88 5 +3656 +216 6 +118
Total Revenue & Grant: —19:4 —53 +77 89 +175 +132 8 +24 —hK3 7 +88 9
Total Expenditure — —13:7 +334 +14 4 +176 +24 9 +26 2 27 +11 6
Domestic Credi +34 8 +36 / +34 3 +1.7:5 +26.9 4250 +250 +223 +671 8
Broad Money +307 +35 6 +32 8 +210 +333 +18 7/ +29 5 +37 4 +37 4
InCluaes forestry. bistung ano funting
: ||\(-:||"Jf‘!| COTOn curirang. « atee curr -_'| -_j__.‘.'l.' manutactar "'_: w
" Data tor Qutober 1o Decemoer not avanaoie which makes 1980 Data 8 de 1980 wqe detitatod

Y ovear ending June 30

* Ingliides & Uouritar entry by FACE ol Shs 4 4
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The Liberation War, which reached its zenith
in early 1979, aggravated the already sad state of
many of the industrial machineries Severe damage
was inflicted on capital infrastructure while a lot of
raw materials, office equipment, vehicles and
finished products were looted or destroyed

Between 1979 and 1980, attempts were
made by the immediate post-liberation
government, to revive the industrial sector These
included invitation of the former owners of
industrial establishments to come back and
participate jointly with Government in their former
establishments. A programme was also agreed
with the World Bank for an IDA loan for a number
of industries. Release of the funds was, however,
stalled until adjustment measures had been taken
by Government. However, part of the line of credit
(U.S $25 million) was released and was used
mainly for importation of raw maternials and spare-
parts. By the end of 1980, some industries had
already been allocated these funds and tenders
had been made for supply of inputs and spares.

Prices

Consumer prices for the Low Income Group
rose at alarming speed in the perjod 1972-1980
The consumer price index for this group increased
by 47 per cent on average between 1972 and
1978 The Low Income CPI rose by as much as
217 per cent in 1979 reflecting the effects of the
Liberation War Throughout the period under
review, "'Magendo’’ or speculative transactions
were rife in the economy and fuelled the domestic
inflation

Public Finance

Government revenue for the period under
review went through three major phases There
was a downward trend from Shs 1.5 billion in
1972 to Shs.1 1 billion in 1974 (Table 1) The main
reason for the drop in revenue was the sudden
expulsion of the Asian community in 1972 from
the country, which led to a substantial decline in
industrial and commercial sectors where the
Asians had played a prominent role. The years
1975-1978 saw an upturn from Shs 2 1 billion in
1975 to a peak of Shs 5.9 billon in 1978 This was
mainly due to increased export taxes arising out of
the world coffee boom of 1976-1977 A sudden
break came in 1979, due 1o the Liberation War
This paralysed all the sectors of the economy,
leading to a drastic fall n Government revenue to
Shs 2 7 billion in the 1978/79 fiscal year Revenue
improved to Shs.5 1 billion in 1979/80. reflecting
recovery In the economy,

Within the same period, 1972 - 1980,
Government expenditure continued to be on an
upward trend During 1972 - 1977, expenditure
increased moderately from Shs 2 4 bilhonin 1972
to Shs 4 7 billion in 1977 However, Government
expenditure registered a sharp rise to Shs 6.0
bilion in 1978 This sharp rise was occasioned by a
substantial increase in the volume and value of
Government imports which was made possible by
revenue accrued from the coffee boom ot 1976-77

The upward trend in government expenditure
has continued to date, as Government proceeds
with rehabilitation and reconstruction of the
shattered economy, but at a decreasing rate

Between 1972 and 1976 Government
deficits were on the increase, from the lowest
amount of Shs 861.6 million in 1973 to Shs 1 3
billion in 1976 There was, however, a sudden
change 10 a surplus of Shs. 1004 .0 million in 1977
resulting from the 1976-77 coffee boom. For the
penod 1972-80, the highest deficit was recorded
in 1979 of Shs.3 .4 billion and this was mainly a
result of the Liberation War that resulted in very
low government revenue but increasing
expenditure. The bulk of these deficits was
financed from the domestic banking sector

Money and Banking

Net foreign assets of the banking system
declined rapidly from a positive level of Shs 139.4
million at the end of December 1972 to a low level
of Shs.—29.1 million at the end of December 1974
{(Table 1) The decline was, however, reversed
temporarily during the following four years when
net foreign assets rose steadily from Shs 30.3
milhon in December 1975 to Shs.254 1 million in
December 1978 The improvement in the reserve
position was a result of very high cotiee prices on
the waorld markets during 1976 and 1977
Thereafter, the level of net foreign assets of the
banking system continued to show a negative
position, warsening from Shs =129 7 million in
December 1979 to Shs =429 8 million in
December 1980

Total domestc credit extended to both the
public and private sectors rose from Shs 2 4 billion
in December 1972 to Shs 12 8 billion by the end of
December 1979 representing an annual average
ncrease of Shs. 1.5 billion. In 1980 domestic credit
rose by about Shs.8 billion to Shs.20 8 billion

Net credit to Government by the banking
system grew steadily from Shs. 1 4 billion at the
end of 1972 to Shs 9.5 billion at the end of
December 1973 In 1980, however, net ¢laims on
government increased by Shs 5.3 billion. This
continuous growth in Government borrowing from
the banking system came as a result of the low
economic activity that characterized the 1970's,
especially after the declaration of the “economic
war' " Given this low economic activity,
Government revenue, from different sources like
export and import taxes. dropped Considerable
loss in government revenue, in the light of its
increasing expenditure, resulted in the Government
resorting to borrowing. This was done partly
through selling of Treasury Bills and government
stocks to commercial banks

Between 1972 and December 1980, credit
extended to the private sector reqistered only a
moderate annual rise of about Shs 625 mullion,
increasing from Shs. 1 0 billion in December 1972
to Shs. 6.0 bilhion in December 1980 because of the
persistent low economic activity in the wake of the
so-called “economic war, which reduced
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production and investment Moreover, there was
more of speculative transactions (the so-called
“"Magendo’') rather than genuine economic
activity

This slow expansion in credit contrasts with
anincrease of Shs 9 6 billion in the private sector
deposits with commercial banks for the same
period General lack of tangible economic activity,
together with a high rate of inflation, resulted in
the private sectar depasits with commercial banks
registering a steady growth from Shs. 1.5 billion in
December 1972 to Shs 11 1 billion in December
1980 Thus, commercial banks’ lending ratio to the
private sector was around 50 per cent

Money supply. broadly defined to include
currency in circulation, private demand deposits
and quasi-money, registered a moderate annual
increase of Shs 1060 6 million or about 29 per
cent between December 1972 and December
1977 This trend accelerated between December
1977 and December 1980 when money supply
increased at an annual rate of Shs 3 3 billion or 33
per cent

Balance of Payments

In the period under review, Uganda's Balance
of Payments pertormance was affected by three
main events These were the declaration of the
“economuc war' in August 1972, a steep rise in
the country s oil import bill {following the increase
in the price of crude oil by OPEC after October
1973). and effects of the failure of the Brazilian
coftee crop due to frostinin 1976 The latter led
to a sharp nise in world cotfee prices, a boom
which considerably benefited Uganda

Overall, during 1972-1978, the country’s
balance aof payments performance was
disappointing, except for surpluses of US 2 4
millionin 1972 and U S $21 3 million in 1977
(Table 1) The problem of deficits deepened mainly
after 1973, due to difficulties related to world-
wide increase in ol prices followed by the world
recession in 1974-1975 The overall deficit in
1978 amounted to U S $60 5 million, rising by
111 7percenttoU S $128 1 million in 1979, and
stll further by 124 9 percentto U S $288 1 million
in 1980 Private and official arrears rose from
US$754 millionin 1978 to U S $87 4 million in
1979

Merchandise Trade

During the period 1972-80 Uganda's
merchandise trade balance deteriorated Although
surpluses of U S $66 2 and U S $74 8 million were
recorded in 1972 and 1973, the surplus position
was reduced to U.S $22 5 million in 1974 followed
by a deficit of U'S $22 6 million in 1975 (Table 1)
The latter deficit reflected the increase of oil prices
by OPEC in October 1973 Thus, imports rose by
32 per centin 1974 over the level of U S $205 2
million recorded in 1973 Exports, on the other
hand, rose shightly by 5 O per cent in 1974 from a
level of U S $280 0 million in 1973. In 1975,
exports fell by 27 6 per cent, while imports fell by
only 13 3 per cent

The deteriorating trade balance was
somewhat mitigated by the boom in world coffee
prices resulting from the failure of the Brazihan
coffee crop, starting in late 1976, and continuing in
1977 Due to added international demand for
coffee during this period, Uganda sold a sizeable
portion of its crop, which had the etfect of raising
the merchandise trade balance from a deficit of
U S $22 6 milhon in 1975 to surpluses of
U S $86 5 million and U S $131 3million in 1976
and 1977 respectively  The value of exports rose
by 74.7 per cent to a record U S .$568 9 million in
1977, while the value of imports rose from
U.S $239.2 millionin 1976 to U S.$437 6 million
in 1977

The favourable international coffee prices fell
after 1977 The trade surplus of U S $131 3
million achieved in 1977, degenerated into a deficit
of U.S $30 2 millionin 1978 In 1979, international
coffee prices improved somewhat and stocks
which had been accumulated in 1978, were
exported A trade embargo, which had been
imposed on Uganda during the military regime by
U S A (the principal market for Ugandan coffee),
was also lifted in 1979 Consequently exports rose
from U.S $334 G millionin 1978 to U S $412 2
million in 1979 — an increase of 23 1 per cent.
Imports, on the other hand, fell from U S $365 1
million in 1978 to U.S $335 1 million in 1979 With
the drastic fall in the prices of coffee, cotton, and
tea on international markets in 1980, the country
realised export proceeds worth only U S $335 7
milhon while imports rose to U.S.$564 4 nullion

By 1979, the contribution of major export
commodities other than coffee had declined
drastically to about 3 per cent of total export
proceeds Cotton, tea, and tobacco continued to
be plagued by scarcity of inputs such as pesticides,
fungicides and fertilizers as well as a general
shortage of a reliable labour market Farmers
resorted to growing non-seasonal food crops.

In addition to the above factors, the
country was faced with an ever increasing import
bill for petroleum and related products. |1
1980, for the first time, the oll bill exceeded
Shs 1.0 billion

Service Account

Uganda's deficit in the service account of the
balance of payments shotup to U S.$27 2 million
in 1972 from a surplus of U.S.$17 6 million in
1871 Large foreign exchange commitments were
discharged to meet passenger fares and freight
charges on personal effects of the departing
non-citizens expelled by the military regine in
1972 Furthermore, net deficit on the other
SEervices account items rose considerably from
US$14 9millionin 1973 toU S $1071 1 million in
1978, but fell to U S $54 8 million in 1979 This
large increase resulted from servicing accumulated
arrears for Uganda Railways, Uganda Airlines, and
private fareign-owned enterprises Up to 1972,
Uganda earned a healthy income from tourism,
which kept deficits on the service account to a low
level
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These earnings, at a level of U .5.$18 .3 million
n 1970 and U.S $18.5 millionin 1971, had made
tourism the third largest foreign exchange earner
after coffee and cotton These earnings plummeted
to U S.$2 4 million in 1974 and to U S $0.9 mullion
in 1977. However, in 1980, earnings from this
sector amounted to U S $3.9 million

Deficits an the services account have also
been magnified by disbursements to Uganda
diplomatic missions abroad Expenditure on
Uganda'’s foreign missions, which was only
U.S.$1.2 milionin 1970, rose steadly from
U S $3 9millionin 1974 to U.S $10 6 million in
1978, manly due to excessive openings of foreign
missions abroad over the period. As a policy of
retrenchment, some missions have been closed
since the Liberation War of 1979

Unrequited Transfers

Uganda’s image abroad was tarnished by the
military dictatorship. One of the effects of this was
that inflows of external assistance virtually dried
up between 1972 and 1978 Many countries,
mainly those of the OECD, downgraded their
foreign missions: The UK closed its High
Commussion The U S A eventually severed
trading relations with Uganda Thus, the net
surpluses of U.S.$11 3 million and U.S.$2 1 million
realized on this account in 1975 and 1976
respectively, were a result of aid from OPEC
countries only Deficits of U.S $1 3 million and
U S $1 .2 million were exhibited in 1973 and 1974,
respectively The sizeable surpluses of U S.$12 7
million and U.S $80 2 million registered in 1979
and 1980, were an outcome of increased
disbursements of tied grants from the European
Economic Community, United Kingdom and the
United States of America, following the re-opening
of many diplomatic missions after the Liberation
War of 1979 Under the auspices of the United
Nations Development Programme, the country
also received substantial aid in form of technical
assistance

Private Capital Account
Except for 1975, continuous deficits were
recorded on the private capital account between

12

1972 and 1980 Contributing to these deficits was
capital thight, tniggered by the expulsion of non-
citizens in August 1972 together with
expropriation of foreign-owned enterprises by the
military government

There was little inflow of capital for private
investments in the penod 1972-1979, which can
be described as direct investment Many of the
transactions were in the form of inter-company
transfers of capital and remittances of parastatal
bodies to meet operational expenses for theit
offices in foreign countries. Real direct investment
was virtually non-existent between 1972 and
1980

The declaration of the so-called “'economic
war ' severed many of Uganda’s traditional major
markets with the result that overseas co-operation
and trade contacts were cut and Uganda's
international credit rating plummeted as a
consequence Between 1973 and 1980, Uganda
had to pre-pay for its imports, an arrangement
which tied the country’s foreign exchange and
adversely accelerated outflows on the private
capital account

Official Capital Account

Up to the year 1972, the otficial capntal
account registered net surpluses because of
substantial ntlows of aid from traditional external
sources which averaged some U S $20 million a
vear in 1970-72 From 1974 to 19/8, external
assistance was mainly from Arab countries, but
was inadequate to make up for the drying up of
funds from traditional OECD country donots. As a
result, the ofticial capital account registered
deficits of U S $6 8 million in 1976, US $5 9
millianin 1977, U S $21 4 million in 1978 and
WS $21 1 millionin 1979 (Table 1) Nonetheless.
there were repayments of principal to external
creditors and, since 1974, the accumulation
of public debt arrears. Sizeable inflows of aid from
traditional external sources were resumed
in 1879, mainly from the United Kingdom and
India
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1.2 THE PERIOD 1981-1982

By early 1981, Uganda, with 1ts economy
utterly inruins, had become one of the world's
poorest countries in terms of per capita income It
is estimated thatin 1980, Gross Domestic Product
at constant prices, was only four fifths of what it
was in 1970 A large part of the maonetary sector
of the economy had virtually collapsed Foreign
exchange earnings depended almost exclusively on
coftee. othcial exports of which had declhined
appreciably The relatively small but once
Hounishing manufactuning sector contributed very
Iittle to overall output Physical assets had baen
damaged severely, nstitutions were run down and
human resources scarce and demoralised

Thus, at the begintung of 1981, the
Government was confronted with an enormous
task of designing and farmulating policies directed
at rebuillding a shattered economy as quickly as
possible. This, inttially, entailed halting
detenioranon in the economic and financial spheres
by tackling the problem ot an overvalued exchange
rate. considerable price distortions, dechine in
output, an unbalanced budget. and chranic foreign
exchange shortages It alsa imphed the need to
restore and expand the productive base of the
economy through increased investment in
agriculture, industry. and transportation

Rehabilitation Programme

Consequently. the Government embarked on
afar-reaching. but realistic rehabihtation
programme, campnsing two complementary
phases The first phase was directed at the most
pressing macro-economic needs of the country
This first phase, announced in H E The President's
Communication from the Chair of the 17th March,
1981, covered the thirteen-month period trom
June 1381 to June 1982 The second phase
covered the twelve month period July 1982 1o
June 1983 The prime objective of bath phases
was ta bring the economy inte balance, to
elimmate distortions and 1o restore conditions
conducive to a sustained growth of the econamy

Among the measures taken, special mennon
should be made of the huge depreciation of the
external value of the shilling under a system of
managed Haoat, followed by minor downward
adjustments. important export price policy, leading
to a senes of reasonably large increases in the
producer prices of export cash crops,; adjustments
In the prices of a few important consumer goods,
and the freezing of the prices of all ather goods
and services Simultaneously. fiscal policy was
made more restnictive and streamhined, to exploit
the new earning eppartunities, provided by the
change in the external value of the currency The
rate of credit expansion was restrained and the
major share of credn was directed to finanting
needs created by the recovery in prodictive
activities Interest rates were raised on several
occasions In the external sector, besides the
changes in the official exchange rate. management
of imited foreign exchange resources was
progressively improved A system of pre-shipment
inspection of imports was introduced, and a dual
exchange market was introduced involying the

apphcation of arelatively more depreciated
exchange rate for non-assential transactions
Furthermore, a number of steps were taken 1o
lessen the burden of the external debt and arrears
through rescheduling and cancellation Together
with this, other steps were taken 1o Increase
external financial resources through export
promaotion and external resource mobilization

External funds were of particular importance
tor the second part of the rehabilitation effort as
outhned in the two-year Recovery Programme
Thie programme; whose implementation started in
tiscal year 1882/83. gives pnionty to the
rehabilitation and utiization of idle capacity i all
sectors of the economy Emphasis was placed on
ncreasing agncultural production, especially for
export, expanding manutacturing output,
particutarly in the import substitution industies,
andhmproving facilities related to transportation
As part of the rehabiitation effort, the Government
toak firm steps to improve security

International Developments

The international econonme situation was
untortunately not tavaurable to the rehabilitation of
the economy During 1981 and 1982 most of the
economic and financial developments abroad were
t0 a considerable extent adverse to raw material
exporting economies hke Uganda For most of the
penod under review, the terms of trade of the
countries producing primary commodities othet
than petroleumn detenorated. with only a shght
recovery bemng noticed in the secand half of 1982
Likewise, the prevailing high interest rates
constituted a heavy additional burden on external
obligations for the non-oll producing econonies
Moreover, generalised budgetary prablems in
mdustnialised countries adversely affected
financial flows to capital importing economies

Within such a context, the support and
advice of multilateral organisations, from which
the Government benefited. proved all the more
valuable In particular, the International Monetary
Fund provided substantial financial support in the
form of twa stand-by arrangements — SDR 155 7
mullion for 1981/1982, and SDR 112 & mullion for
1982/83

The World Bank, pnimarily through the
International Development Association, stepped
up its techmcal and financial assistance
significantly, amounting 1o U S $105 million in
1981/82 In addition, in May 1982. the Warld Bank
chaired a Consultative Group Meeting in Pars
where the two-year Recovery Pragramme
presented by Uganda was considered and
endorsed by participating donor countries and
mstitutions Mention should also be made of the
two meetings of the Pans Club in November 1981
and December 1982, where Uganda was accorded
some debt rehef

Gross Domestic Product

Although it s stillinits early implementation
stage, the new economic policy has already had
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1.2 THEPERIOD 1981-1982 (contunued)

noticeable effects. A substantal recovery in real
output has been witnessed, both in agriculture and
in industry Gross Domestic Product 1s estimated
to have grown by 3 8 and 6.1 per cent Iin 1981 and
1982 respectively, whereas it had declined
drastically in the three preceding years As an
indicator of positive change in the growth of GDP,
it might be noted that Uganda practically achieved
near self-sutficiency in food supply and.
consequently, the Emergency Food Programme
which had been adopted in 1979, was suspended
The country also fulfilled its quota for the coffee
year ended September 1982 which was 40 per
cent larger than in 1980/81, and cotton and tea
exports were resumed The manufacturing sector
started to recover slowly contributing 4 2 per cent
to total GDP in 1982 when 1t increased by O 2 per
cent over the 1981 level. At the same time,
capacity utihisation rose from 11 6 per cent to 18 2
per centin 1981 and 1982 respectively The
revival of this sector is attributed to the aid from
the International Development Association Better
transportation facilities and a relatively steady
supply of petroleum products also speeded up the
recovery efforts

Domestic Prices

Domestic price levels increased only
moderately during the period June 1981 — June
1982, after an initial upsurge in June 1981 induced
by the sharp devaluation of the shiling and upward
adjustments in prices of petroleum products The
latter was done to adjust to the devalued shilling
and constrain smuggling of products Statistics
available indicate that the inflation rate accelerated
in the second half of 1982 as aresult partly of
cost-push influences and some imbalances
between dermand and supply However, a slowing
down of the rate of inflation was discernible
towards the beginning of 1983

Public Finance

The budget deficit of Government was
reduced from 74 8 per cent of overall Government
expenditure in fiscal year 1980/81 to 35 1 per
centin fiscal year 1981/82 This was achieved
despite the uncertain grounds upon which the
budget was formulated The uncertainties included
the then unknown impact of the June 1981 float
and the 1981/82 low world prices for coffee. In
fiscal year 1982/83, 1t is planned to bring the
overall deficit down further to 25 per cent. a
development which was actually confirmed dunng
the year Simultaneously, the proportion of the
budgetary deficit financed by the banking system
has declined drastically

External transactions

Concerning external transactions, the current
account deficit was reduced markedly in 1982, as
compared to 1981, as a result of the boost in
export receipts coupled with a moderate increase
inimports. The management of the external debt
was the subject of continuous efforts and, as
mentioned above, the country succeeded in
obtaining a debt relief within as well as outside the

framework of the Parnis Club, while it reduced its
external arrears significantly. Rescheduling of
external obligations combined with a lower current
account deficit explain the smaller overall balance
of payments deficit in 1982 compared with 1981

Monetary Developments

Monetary developments became gradually
restrictive The nominal and real adjustment of the
economy after the float and the other measures of
May-June 1981 brought about a considerable (77
per cent) expansion in broad money from end
December 1980 to end December 1981 This
expansion slowed down markedly in the following
twelve months to 24 6 per cent. There was a sharp
reduction in the expansionary impact of budgetary
operations Claims of the banking system on the
private sector rose shghtly faster in 1982 than in
1981

The two years under review are in contrast
not only from the point of view of the explanatory
factors of the growth in broad money but also in
respect of the composition of internal liquidity
With regard to the financial assets held by the
non-banking sectors, the share of money supply
dechned in favour of the share of Treasury Bills
This movement 15 related to the several upward
adjustments made in the interest rate structure
and to the exemption of the Treasury Bills earnings
from taxation

Summary

In summary, the reduction of the internal and
external imbalances is reflected in the fact that the
country was able, throughout the whole of the
period from June 1981 to December 1982, to
meet the performance criteria agreed upon with
the International Monetary Fund under the standby
arrangements mentioned above. The measures
implemented allowed the economy to deal
successfully with existing problems Conditions
were also created to enable a sustained economic
agrowth in future From this point of view, 1981 and
1982 appear to be a transitory penod

The relatively successful implementation of
the first part of the rehabilitation programme,
namely the macro-economic stabilization and
normalization mesures, and the positive response
of the economic agents. should not lead to a
relaxation of the economic programmes. The
results achieved so far cannot conceal a number of
serious difficulties, the solution of which will need
even more concerted and persistent efforts

One of the difficulties is certainly the
persistence of the fareign exchange constraints
Admittedly, export performance is expected 1o
improve further through diversification but a great
efforts required if foreign exchange earnings are
to grow rapidly enough to match increased needs,
brought about by economic revival In contrast,
inflows of borrowed cash resources particularly
from the International Monetary Fund, are not
likely to increase substantially on a net basis, since
most of these resources are for short penods and
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1.2 THEPERIOD 1981-1982 (cantinued

the repayments will soon be very substantial and
absorb a large part of the new inflows Foreign
exchange management, 1IN 11s vanous aspects,
therefore remains one of the prionities of the
Monetary Authorities in the country

Another area where efforts have been and
continue to be intensified 1s management of publc
finances Governmeant has taken measures to
ncrease revenue and to control expenditure, in

order to narrow the budgetary deficit as a
percentage ot overall expenditure and to reduce
heavy reliance on the banking system for financing
of Government deficite The structure of
budgetary expenditure 1s also being scrufinised in
detal 20 as to devote a greater proportion to
productive outlays For a sustained recovery of the
ECONGMY, IMPIOVermaents N economic
managemeant are Imperative
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2 DEVELOPMENTS ABROAD

The years 1981 and 1982 exhibited world-
wide depresssed economic conditions with weak
overall demand for all goods and services,
deepening recession and rising unemployment in
industrialised countries Real economic growth rate
in industnalised countries declined further in 1981
and 1982 This development was partly a result of
restrictive fiscal and monetary policies. adopted in
OECD countries, 1o counter inflationary pressures
These measures began 1o pay off towards the end
of 1982 as evidenced by a deceleration in the
growth rate of inflation in those countries

Against this background. major changes took
place in the pattern of global payments
Industrialised countnes reqistered a huge deficit on
therr combined current account in 1980 This was
significantly reduced in 1981 and 1982 A
simultaneous development was that the surplus of
the high income ol exporting countries fell steeply
necessitating external borrowing in some cases
The current account deficit of ol importing
developing countries continued to widen in 1981
Although this combined deficit was reduced in
1982, it remained as high as U S $87 billion of
which the non-oll developing countries in Africa
accounted for over U S $13 billion Financing of this
deficit necessitated greater recourse to external
resources. In particular, total borrowing from the
International Monetary Fund expanded considerably
despite the fact that a number of programmes
agreed upon between various countries and the
International Monetary Fund were suspended dunng
the period under review

Oll-importing developing countries, to which
Uganda belongs, endured adverse effects on thew
economuies occasioned by a combination of factors.,
including a steep and prolonged decline in the prices
of primary commodities other than petroleum,
coupled with considerably high interest rates on
borrowed external resources The latter also
adversely affected the service part of the current
accounts of developing countries.

The afore-mentioned fall in demand in
developed economies had a depressing impact on
commodity prices The volume of world trade
virtually stagnated, even after excluding the
transactions in petroleum, which dropped sharply in
the period under review Declines in prices were
much more pronounced for the primary products
exported by developing countries than for the goods
exported by the industrialised countries With the
exception of the official selling prices for ail, which
increased further in 1981 and remained virtually
unchanged during most of 1982. the fall in world
commodity prices was substantial. The overall
commodity price index calculated by the International
Monetary Fund, which excludes petroleum, declined
on average by almost 15 per centin 1981 and by an
additional 121 per cent n 1982

As all prices taken into account are expressed in
U S dollars, the appreciation of the dollar in 1982
accentuated a fundamental declining trend which
was common to all four major categories of
production, | e Food, Beverages, Agricultural Raw
Materials and Metals Good harvests and

over-planting of perennial crops in recent years
were the main determining factors that led to the
fall in the world prices of food and beverages The
price of sugar declined mare appreciably than the
rest, its steep decline influenced global indexes
noticeably Very low industrial production in
industrial countries was the major determinant in
the decline in the prices of non-food agricultural
raw materials and metals, in particular the price for
copper, which Uganda used to export, was
markedly affected Moreover, the rundown of
inventories, induced by high Interest rates,
contributed to the sluggish demand for most
commodities

Only the index for the category 'Beverages™
did not decline any further on average in 1982
compared to 1981 as a result of steadier prices for
caffee, its principal component Coffee prices
eventually began to pick up in comparision with
prices of other commodities, partly due to the
International Coffee Agreements which have
proved to be successful in the field of commodity
price stabilisation schemes These agreements
were successfully re-negotiated for the crop years
{October to September) 1980/81, 1981/82 and
1982/83

Coftee prices bottomed at the end of the
third quarter of 1981 The Brazilian frost. which in
1981 came unexpectedly, and the quotas agreed
upon within the International Coffee Organisation
(ICO), transfarmed the supply outlook. Over-supply
gave way to a certain tightness, especially in
Raobustas of which Uganda is an impaortant
producer Prices firmed subsequently and this
even triggered a rise in the ICO export quotas
However, coftee prices were again weaker during
alarge part of 1982, triggening cuts in the export
quotas From August 1982, coffee prices resumed
their moderate upward trend

The decline in prices of commodities in 1981
and 1982 was the main reason for the substantial
deterioration in the terms of trade of countries
exporting primary commeadities Prices of a large
part of their mports, measured by the export unit
values of industnalised countries, have declined far
less than prices of their exports while the price of
oll, another major companent of theirr imports,
increased as mentioned earhier. This impairment of
the international purchasing power of primary
producing countries has added to world wide
slugaishness of economic activity. In addition, net
flows of official development assistance from
members of the Development Assistance
Committee of the Organisation for Economic
Cooperation and Development decreased in 1981
and 1982. a movement which maost probably was
not compensated for by net flows from other
groups of countries such as the Orgamisation of
Petroleum Exporting Countries and the Eastern
block

Further developments in industrialised
countries deepened the economic plight of primary
producers Unemployment, slow growth,
imbalance in trade.inflation and an over-valued
dollar led a number of industrialised countries to
resort to the harmful practice of protectiorism
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Althoughinterestratesdeclined noticeably the lowering ot oil prices Albeit nisky for the
aroundtheendol 1982, theystllremaned international credit system and patentially
prohibitively high by previcus standards Thisis dangerous in the medium term, such a movs
noticeable even more whern allowanceis made for the combined with a cheaper dollar andd lower imtarest
decelerationin theinflationrate Furthermore, lower rates could tngger arecovery of the world
interestrates by themselves donotguarantesan ecanomy Rising commaodity prices and better
economicrecoveryif earning prospectsremain poor axpart apportunities, emanating from sich &
Inthisrespect, the shocks which the nternational development, would helpin providing some
creditsystem underwentinthe last months of 1982 leverage for econamic policy m colntries suct o
werenotconducive toaturnaround inbusiness Uganda and would substantally ease the bundern ol
climate Arnimportant factor hkely to quickly modity their external commtments, in particular the ol bill
the environment of depressedeconamicactivities s and the external debt service

GRAPH1: GLOBAL ECONOMIC AND FINANCIAL INDICATORS RELEVANT TO THE UGANDA
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3 REVIEW OF ECONOMIC POLICY

During the pepod under roviina scanomi
policy i Uaanda was dominatedd by the iwao

3:1

The 1981782 Hinancial programme wis
launched in Mday/June 1981 and covered the 13
months penod June 1981 - June 1982 11t had a5
s main abjectives restaration ol contidence in
thescurfency, reduaction i piice distortions,
l”ISCOlllJﬂv‘!nu‘ll it of unoHioml miarketing of
products, and te-allocation of resoutces from
speculanve ta productive actvities Thea shilling
was allowed to Hoat under the management ot
Maney Market Comanttes with the resilt that |t
Iost KD percentol)ts external value i Jure 1981
Its value diropped flom LS dollar O 1209336 (o
shillings 8 268 per U S dollat) e U S dollar
00128617 (or shullings 77 75 per U 8 dollar) oran
almost 1ientold depreciation This depreciation, qand
the subsequent small downward adjustments,
permitted substantial phasoad increases in the
praducer prices for export crops Thils, during May
1881 — June 1982 penod. the prodiucer price of
coffee was incteased saven-tolkl Simultaneously.
with the amm ol putting greater teliance on market
torces. the prices of most other commaodities, in
particular tood crops. were lreed. The picesol a
fewgoads: though still adiministerod, were
markedly mcreased For example. there was an
intal eleven fold rise in the prceof prsmir
petrol hom Shs 744 1o Shs 81 Oper litre
tollowed by further adjustments in December 1981
and June 1982

A policy of budgetary rastraint Was
introduced in combimationwith measures amed a1
taking lull advantage of the new revenua-earning
oppot tunimies provided by the depreciation of the
exchange rate for the shilling Thus increases in
‘wages and salanes of civil servints wers limited to
a maximum of 25 per cent with the permitied
adjustments bemng more important for the lowet
than tar the higher income groups The tax system
underwent vanous changes with a view to
exploiting the full benefit of the nonminal and real
adjustments ol the economy: For import duties
and exoise duties specihic tatps were replaced with
ad valoremates Several tases wore merged and
anumber of rates were ncreased A new formuls
for the calculation of expert duties bn cotfes was
introduced and procedures were sl up 1o ensure
prompt collection Mare geterally, collection of
the cutrent taxes ds well 35 lax anrears was
improved

In the field ot monetary policy, all interest
rates were raised sharply n October 1981 partly
1o mobilise resoufces for developimein and partly
to encourage banking habits Overall expansion in
domestic credit was contaimead within stoet innts,
which themselves ware part of the understanding
reached with the Internatianal Monetary Fund
{IMF)

Accordingly, the pragramme benetited from
substantial financial support by the IMFE 1 the
thirteen month penad from Jdune 1951 10 June
1982, the gross financial faciliies grantad by the

programemes, alluded ta earlise, aimed at the
rehabilitation of the Ugandan economy

THE 1981 /82 PROGRAMME

IMF amounted 10 SDR's 157 Smllian The
conditionality attached tothe lise of thaseresources
cormprisedofacelling ontotaldomestic cradit, net
credit to Government, alimitonnew externatdebis.
andareductionntheaxtamal debi arrears

In dddinnn, the grogratime was suppor ted by
the Intarnational Development Association (IDA) of
the World Bank Grolp The IDA provided a
Reconstruotion Credit of U'S 355 O mulhen. vwhich
was supplemented by granits from the EEC
(S S20 mulhion), the Netherlands Government
(US E17 5 mulhon), the Canadan Government
(U S:82 5 million), and by a soft loan from the

OPEC Furid (U S $& million)

Although the prograrmme had quick beneficial

effects, its mplementation brought to ight some

difficultes The programme was introduced in the
tace of great uncertainues regarding the ultimate
elfects of the tloating af the shilling, the state of
the-domestic econamy, and the international
economic sittanon Thus, low world prices for
coffer had a depressing eftect on revenue trom
exportduties which fell short of arginal
projections On the other hand, Government
expenditure praved igher than onginally
projected, prumanly because of the forewgn
exchange losses on the paymeni of extarnal
arrears Consequently, improvement in the
bugetary situatan was less marked than had
ongnally been anticipated

Inthe external sector, It was not pessible to
alloyy the exchange rate for the shilling to float
freely. as originally intended. because of
inadequacy of forexgn exchange The backlog of
unsatistied.demand tor imparts as well as external
darrears and debt seivicing turhed out highet than
anticipated However, a number of steps aimed at
Improving imanagement of foreign exchange were
taken norder to reduce undue pressure on the
avallable resources For example, in order to
ensure contifued supply of petroleum praducts.
while contaming the magnitude of the ol bill,
tarmal agreements were reached with oil
companies whereby the-settlement of the national
all bill wasimadie partly on a cash basis and partly
analine of credilt. Despite these efforts, demand
for foreign exchange by the private sector
remained laraely Unde:-satished As a partial
consegquence of this, the unotficial forsqn
exchange market was not gompletely eliminated
although the tatiey betweeri the LUnofhicial and the
ofticial rates lell markedly

Thus, the resultsiof the 1981/82 programme
tevealrd a nead 1o consehdate gains made. 1o deal
rare’ thorouahly with major 1ssues such as the
Gevernment defioit and scarcity ot foreign
exchange: and 10'accelerate moementum of the
rehabilitation process It also became apparent
that there was a need 1o expand the scope of
econamic palley frem a stabilisation programnie 1o
agenuine recavery plar
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3.2 THE 1982/83 PROGRAMME

The 1982/83 programme was announced by
HE The President in his Budget Speech of the
24th June 1982 1t had been conceved within the
framework of the two year rehabilitation and
investment plan (Recovery Programme. 1982
1984}, which was presented to a Consultative
Group Meeting, chaired by the World Bank, in Pans
on May 18-19, 1982

The Recovery Programme, 1982-1984,
was designed to channel financial rescurces into
selected fields hkely to produce quick returns with
aminimum of resources The strategy was 1o
revive and fully utifise the existing productive
capacity in key helds Because of resource
conattaints, special attention was given to export
onented projects which are-most likely to improve
the foreign exchange position About eighty
prionty projects were reviewed and project-related
recurrent costsn foreign exchange were
estimated

Agriculture together with Animal Industry and
Fishenes were allocated 30 per cent of the total
project funds In agniculture, emphasis was placed
on the rehabilitation of the coffee industry and
revitalisation of the production of the other main
export crops, (cotton, tea and tobacco) through
provision of ferulisers, seeds, agncultural
implements and spare parts. In the livestock and
tisheres sectors, the funds were to be used for the
purchase of ammal drugs, fishing gear and
techiucal assistance

Manufactuning industries were allocated 29
per cent of the 1otal funds within a strategy of
reviving existing industnes which were initially
established for the purpose of iImpart substitution

Allocations to the transport and
commumications sector account for 21 per cent,
covering especially rehabilitation of railway,
improvement of ligh volume trunk roads as well as
access roads to ralway heads, and road
maintenance in general

some funds are also devoted ta the
restoration of social nfrastructure, including health
servites, water supply. sewerage systems, while
ather prajects are telated to the tounsm sector,
alectne power generation, electiification of rural
areas. geophysical surveys and exploration for
mner als

The total cost of the projects in the two-year
programme, covernng tiscal years 1982/1983 and
198371984, were lmuted 1o U S $556 5 million at
1982 prices A further U S $180 mullion 1s
provided for in 198471985 to complete the
projects whose execution extends into that fiscal
year Inaddition, the Government envisaged
spending U S $815 mullion on the tecurrent import
requitements of both the private and public
sectors, including petroleum products. for the plan
penog

In the context of the two:year Recovery
Programme, the 1982/ 1983 financial programme
aimes at bringing the growth in Gross Domestic
Product at constant prices as close as possible

1G9

1o 10 per cent per annum., at rasing the volurne of
imports substantially, at increasing turther the
export receipts and containing the tate of milation
at about 25 per cent

Measures designed to achieve these
objectives relate 10 the exchange rate syster
balance of payments, pubhic finance, prices and
wages, the parastatal bodies, and money and
credi

Concernirig external transac ions, the
exchange rate system was, with the suppart af the
International Monetary Fund, modified through the
introduction of a dual exchange market This
intended 1o contribute to a mote ethoien
allocation of foreign exchange, 10 promote non
raditional exports, and to find a realistic externl
value for the shilling In the first market. called
Window One, the exchange rate 15 determiren
daily by a Maney Market Committec on the basi,
amaond other factors, of the value of the U'S dolla
aganst other currencies and the domestic
economic situation In the second market, called
Window Twao, the exchange rate is determinad
weekly auctions and reflects supply and demand
conditions for the foreign exchanne

Window One provides finance for priority
imports which are spelt out in a comprehensive |iu
based on the SITC classification The listinclude:
raw materials and other inputs, petroleum
products, and imports financed under the credits,
of the International Development Association s
well as other aid flows 1t also includes a few
services which are not responsive 10 price
changes, in partcular interest servicing of the
external debt Allocanons at Window One are
subject to detalled budgeting. imports of other
goods and services are financed at Window Twao
without any predeternined exchanqge rate
Allocanaon of fareign exchange at the |atter
Window 15 made liberally in arder 1o attract
transactions previously conducted through
unatticial channels Window One receipts anginato
from the four tradimonal export crops namely
coftee, cotion, tea and tobacco. while 11s rate 15
also used to value official loans and grants. in
particular the credit facilities provided by the
International Monetary Fund Other export
proceeds, nan-export receipts and other riklow:s
are bought at Window Two  The Governmernt
undertook to provide, through the Bank of Uganda
an-adequate amount of foreign exchange at the
weekly Window Two auctions Medsures were
also taken to ensure that this amount is fully sold
This system, which is meant ta be temporaty.
started operating on the 23rd August 1982

With respect 1o the external sectar ettart
improve the management of scarce fr_arr.%u_}.'w
exchange resources have continued Since July
1882, imports of most goods, other than o, were
subected to pre-shipment nspec ton The
machinery of toreign exchange allocation has beer
further strengthened and tareian exchange
budgetng has been streamlined 1ts scope Has
gracually been expanded beyond a manthly

IT0 Sem Table 14 ey the smmnstoeal appnncds
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3.2 THE 1982/83 PROGRAMMIE (continued

honizon and. currently, foreign exchange utilisation
15 plannied ona monthly, quarterly, semi-annual
and annual basis

The strengthening of the budgetary discipline
is one of the cornerstones of the 1982/1983
programme. Although development expenditure is
intended 1o match development funds and despite
the emphasis placed on the reduction ot domestic
arrears, total public expenditure is intended to
grow far less rapidly than revenue Revenue is
benetitung from the profits made from sales at
Window Twao rates. of foreign exchange bought at
Window One rates It should be noted that these
protits are reduced 1o some extent hy the losses
resulting from the purchase by the Bank of Uganda
ot foreign exchange at Window Twao rates, which
15 subsequently added to the gross reserves on the
basis of the Window One rate Additional revenue
15 also expected from the improvement in tax
admnistration and arrears collection
Consequently the overall deficit, as a proportion of
total expenditure, s estimated ta decline to about
2b per cent in the 1982/83 financial year from 35
per centin 1981/82 Whereas until recently the
largest part of the deficit was financed by the
domestic banking sector, this type of financing
was intended to become negligible by the end of
1982/1983. It was also one of the intentions of the
programme, to maximise the utihsation of the
avallable external aid in accordance with priority
placed on development expenditure as outlined in
the two-year Recovery Programme

Further downward adjustments of the official
Window One exchange rate for the shiling
combined with the large depreciation entailed by
the opening of Window Two, pushed internal
prices upwards. In this respect, it may be recalled
that fuel prices were Increased just before the
beginning of fiscal year 1982/1983 and that a
turther adjustment took place in November 1982
While recegnising the lIikelihood of an acceleration
in intlation, the programme assumes that this trend
would be counteracted by the larger supply of
commiodities resulting from increase in export
earnings and through better allocation of foreign
exchange as well as by expansion of domestic
import substitution products

Concerning par astatal bodies, whose
numbers expanded considerably in the 1970's, the
programme provides tor steps to substantially
reduce their demands on the budget In 1982,
Parllament passed the Expropriated Properties Act
providing for regulanisation of ownership of
enterprises abandoned In the seventies The Act
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took ettect from 21st February 1983 A
preliminary review of the financial and

administrative state of the more important state-

owned enterprises will be conducted with the
assistance of the World Bank. Emphasis will be
placed on their accounting needs. On the basis of
the findings of this study, Government will carry
out the necessary financial re-organisation of these
enterprises. One of the areas which will be
thoroughly scrutimsed s that of pricing policy It
has already been decided to pass on to the
consumer additional charges incurred by
parastatals as a result of increases in prices of
petroleum products The package entails closer
supervision of the parastatals by the Ministry of
Finance. Inaddition, Government is pursuing a
policy of not providing quarantees exceeding 756
per cent of any loans extended to parastatals, a
palicy which should ensure closer supervision by
the lending banks

The restnctive monetary policy established
under the 1981/1982 programme was continued
by imiting the increase in broad money to a
maximum of 20 per centin 1982/1983 Sucha
policy, in comunction with the weekly Window
Twao auctions of foreign exchange, was expected
to absorb the remaining excess liquidity in the
economy It was also to serve to exert downward
pressure on the exchange rate at Window Two
thereby reducing the disparity prevailing between
the rates of the two Windows The monetary
target provided for a significant expansion in credit
to the productive sector, and a slight increase in
net credit to Government

An expansion in demand for credit by the
private sector was anticipated because of higher
import costs in shilings and the recovery of
activities in the productive sector. Cotton crop
financing requirements were to add to those of the
coffee crop while acceleration in the utilisation of
external aid resources was to generate substantial
demands for iquidity by the sector

Asin 1981/1982, the 1982/1983
programme is ta benefit from the financial facilities
of the International Monetary Fund, to the extent
of SDR 112 & million. The International
Development Assoctation has also approved a
second Reconstruction Credit of U .S $70 million in
support of the Recovery Programme At the same
time., an acceleration in the disbursements of
various aid commitments is expected 1o take
place, the European Economic Community
assistance. which for the largest part 1s provided in
the form of grants, should provide for significant
eCOnomiIc expansion
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4 ECONOMIC TRENDS

4.1 GROSS DOMESTIC PRODUCT

Gross Domestic Product at constant (1966) GDP per capita decreased appreciably during that
prices showed ittle change between 1972 and periad. In 1978, Gross Domestic Product started
1977. despite exceptionally favourable external ta decline significantly, and fell even more steeply
conditions from which the Unganda economy fabout 12 per cent) in 1979 A further fall of about
benefited in 1976 and 1977 Owing to the growth 3 b per cent was registered in 1980 The 1981
In population, which took place in the meantime, 1982 penod witnessed a substantial change

GRAPH2: GROSS DOMESTIC PRODUCT AT CONSTANT PRICES
2.1 Developments in absolute value, 1970-1982

(Shs. Million)
7600

2.2 Growth rates in 1980, 1981, 1982

1980 1981 1982 1980 1481 (ECE
7 Overall Monetary e Non-Monetary Primary 7777] Secondary Tertiar
1 Gop ] Economy Economy '390‘0' ' 2 Sector Sector

Source: Ministry of Planning & Economic Development, Bank of Uganda.

In 1981, growth of GDP took a positive turn not avallable, such income must have growr
The new ecanomic measures which came into significantly in accordance with the growihn
force in the middle of 1981 could only have had an GDP Rural incomes, in particular, benefited from
impact on only a part of that year Furthermore, increases n producer prices
the impact was not immediately felt in all sectors,
coffee deliveries responded farrly quickly, but it Growth in GDP during 1981 1s accounted for
took time before the rehabilitation process could matnly by the non-monetary ecanomy By
spread over the whole economy Effects of the contrast, in 1982, the monetary economy grew
measures were consequently much mare more rapidly than the non-monetary one The
noticeable in 1982. when, according to preliminary 1982 growth, while reflecting an overall revival,
estimates, GDP grew by 6 1 per cent Although was more pronounced in the primary sectot on
comprehensive statistics on disposable income are account of the important increase in agricultutal

2
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4.1

production In this respect, it should be noted that,
since the agricultural sector 1s appraised in the
national accounts mainly on the basis of officially
marketed production, the growth raten 1981
might be an underestimate since it does not take
into account the significant part of the production
which found s way out of the country through
unofficial channels at a time when both domestic

GROSS DOMESTIC PRODUCT (continued)

prices and the exchange rate for the shilling were
completely unrealistic. Conversely, the preliminary
estimate of the growth rate in 1982 i1s probably
overestimated For the penod 1981-1982, the
agricultural sector grew significantly to increase its
share of GDP from 53 .6 per centin 1980 to b6 8
per centin 1982

TABLE2: GROSSDOMESTIC PRODUCT BY SECTOR AT FACTOR COST AT 1966 PRICES
(millions of shillings)

1979 1980 1981 1982
MONETARY ECONOMY . . 3.877 3,822 3.833 4,044
Agriculture 1.422 1.334 1,333 1,486
Industry’ 254 267 253 285
Other sectars™ . . 2,201 2,221 2,247 2,273
NON-MONETARY ECONOMY 2,453 2.293 2519 2.695
Agriculture 2,075 1.943 2,168 2,340
Other sectors ™ 378 350 351 355
GROSS DOMESTIC PRODUCT 6,330 6.115 6.362 6.739

Source Ministry of Planning and Ecanomic Development
{11 Includes Forestry, Livestock, Fishing, and Hunting
21 Includes Cotton Ginning, CoHee C

Services and Rent
{4} Includes Canstruction and Owner-Occupmed Dwellings

4.2

Agriculture 1s a fairly diversitied sector It
includes not only traditonal cash crops, but also
food crops to which a shift of resources took place
during the seventies. There s also an important
livestock and dairy industry

Apart from tea, all the ather main cash crops
(namely coffee, cotton. sugar, tobacco) continued
to register production declines during the crop year
1980/1981 in continuation of a general downward
trend which persisted for most of the 1870's,
reflecting unrealistically low producer prices,
delayed payments to farmers, break-down of
processing and transport services, deterioration of
marketing services and general shortage of
agricultural inputs, seeds, and implements
Consequently. farmers tended to disregard the
official marketing channels and also shitted therr
resources into the production of easily marketable
and highly priced food crops

The new economic pohcy of the Government
entailed a series of increases in the producer prices
for cash crops and freeing of the prices for other
products Thus, at the end of December 1982,
minimum producers’ prices stood at markedly
tugher levels than in April, 1881

ting, Sugar Manutactuning
3) Includes Electricity, Construction, Cammerce. Transport and Communications General Government Servi

ang Mining and Quarrying

5. and Miscellaneous

AGRICULTURAL PRODUCTION

TABLE 3: MINIMUM PRODUCER PRICES
FOR EXPORT CROPS
(in shillings per kg)
April December
1981 1982
Coffee (Robustal .. 700 50 00
Cotton (AR) 6 00 40 00
Tea (Green-leaf) 260 10 00
Tobacco (Fire-cured) 8.656 75 00
Cocoa 3.20 3000
Source Ministry of Co n;n'r ives and Marketing

MNaore See Table 2 1 the statistical appendix

These price increases logether with
improvements in the supply of agricultural inputs.
the transport and marketing services, and the
rehabilitation of processing plants brought about a
reversalin the production and deliveries trend of
the export crops

The marketed part of the coffee produced,
which had registered a decline of 28 0 per cent
during the 1980/1981 crop year (October -
September) on account of lransportation
difficulties resulting in particular from a shortage of
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fuel, expanded during the 1981/1982 season by
709 per cent to exceed 166,000 tons The cottoe
industry also benefited from a specific
rehabilitation programme entailing a contribution
amounting to U § $27 million framithe Europein
Economic Community, while the African
Development Bank advanced U S $8 mullion for the
repar of some cottee processing plants The
coffee industry was also an important beneticiEty
of the IDA credit facihings

Cotton, the second most important export
crop, registered a productiondecline of 32 8 per
gent during 1979,1980and an increase i 24 4
per cent dunng 1980/ 1981 The latter movenment
is attributable to the Government s campaign
aimed at reviving catten produc tion and the
rehabilitation of ginnenes At the end of 1982,
cottan was on the verge of regaining its status 45 a
major torewan exchange earre

Tea. forwhich Uganda provides excellent
natural growing conditions and fence high yields
and good.quality. has registered moderate
production recavery with praduction increases of
7 per centand b0 per centin 1981 and 19382
respectively, albeit from very low starting levels
Some emergency assistance was provided by the
EEC. which faciitatea the purchase of the mast
urgent requirements for the tea industry sueh as
packing matenals, transpart facilites and
chemicals, while some tea astates were returned
by the Government to the former awners

Tobacco productian, despite its remarkable
elevenfold increase during 1982, s still very low
Sugat has for along time 1651 1ts position ag an
expart crop as there has hardlyheen any
production, a situation which led 1o the
impartation of substantial quantuties n 1981
1982 However, i11s envisaged that exportation of

4.3

It tock the rehabilitation process sormewhat
longer 1o have noticeable effects orindustry than
on agriculture. since the former par ticular ly
depends more on Impet ted inputs for g recovery
and since these cama in at a slower pace than
expected, especially under the first IDA
reconstruction credit

Industrial production hardly changedin 1981
and except forelectri 1Ty, | Feven dn.c]nr-'.\erg -.;lugim\;
However. in 1982, the advance became m
noticeable especially as the manufactuning
started to revive Currently very high unutihises
installed capacities in this sector (Table 51 should
allow for further rapid progress as thare has peen
an acceleration in the impertation of ne
mputs. raw maternals. spare parts and machinery,
under the vanous foreign assistance taciiities
especially the (DA credit already mentioned ir
chapter 3 A second reconsttuchian creit
amounting to W S 70 million has been aranted by
the DA, 10 finance the impor tatiorn
and raw matenals for industry, transport ane other
priatity imperts, including agneuttural inputs In
addiiion, the Woria Bank s channelling lipes ot

.:-I-’ I .'r'l

Spare parts

]

wd

sugar will be resumed, following the rehabilitanon
of the major s1lgar estares The quantities ot cocon
vroduced and exported are currently insanifieant

TABLE4: ESTIMATED PRODUCTION
OF FOOD CROPS
i OO0 tonnes)
1981 1982
Cereals i.165 1.348
Flantains 5 800 RNEIOD
Root crops 5 4.4./5 5,086
Pulses and oil seeds 403 485

Sourve Minstey ot Agriculture arid Foreaany
NoteSee Table 12 in the statistical appentis

Compared with the penod 1979 1980,
Whien some parts of the caurtry experienced
severe food shortages due o drought and ywar
conditions and their after etfects, the 1981 1982
perod exhibited a dramantc change i the food
supply sttuation Uganda s potential allows her not
only to be self-sufficient In food productian. bl
alsoto export food stutts suchias maze, frits and
vegetables During the 19681 1882 penod. all
categaories of the courtry s staple food crops
fnamely cereals, plantains, raot crops-and pulses)
registered increases in production These crops
penefited tram genetally favourable weather
cenditions. A number of programmes have been
launched by the Government itk exterma)
assistance, such as cereal growing in Eastern and
Northern Uganda With the help of the
[mternational Fund for Agrnicultural Development
(IFADVand the EEC, an Integrated Food Production
and Rural Developtnient Project was launched in
the famine prone districts of Morotaand Kondo
Tachnical assistance 5. provided by the People's
Republic of China i the Rice Development projects
inthe distuicts af lganga , Toraro and Lina

INDUSTRIAL PRODUCTION

credit warth U S $35 milhon throuagh the Uganda
Development Bank and the Uganda Commercial
Bank to inance capital expenditure for the
replacement of obsolete orbroken down plant
machinery, tools, and other equipment for
industrial enterprises Lastly, 10A has provided
U.S $4 millior to finance a detailen ERgINEaT (]
study of a full-scale phoaphate project at Tororo

TABLE 5: ESTIMATED DEGREE OF
CAPACITY UTILISATION IN SELECTED
INDUSTRIES.

(in per centof installed capaeity)

1981 1982
Beer ) : 128 211
Cigatettes i e 123 392
Catton and rayan fabncs 285 308
Blarkets - 89 91
Cement : & 2 375 77
Hoes o 14.0 211
Fishnets : 22 67
Faatyear o 9.3 95

Yensifaraart
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Among the industrial sectors other than
manufacturing, the electncity sector is the: most
important. Consumption of electricity within the
country declined sharply during the last decade falling
by almost a half ta 240 million Kwh m 1980 from a
level of about 415 milion Kwh recorded in 1970 This
was caused by some shifts from electricity to fuel-all
within a context of relatively low fuel prices as well as
by decline in demand resulting from the shrinking of
the manutacturing sector

Recovery in industrial production brought about
arnse melectnicity consumption by industry towards
the middle of 1981-1982, a period during which tatal
domestic consumption remained almost at the same
level: Electricity exports to Kenya on the other hand,

increased substantially in 1982 after having dropped
in 1981 The future energy cutlook of the country is
promising mn respect of its hydro-electricity potential
For the time being. all imports remain very important
and are currently taking a sizeable proportion of the
country’s earnings as discussed in chapter 7. These
Imports could, however. be reduced substantially by
retailing the petroleum products at prices which
reflect, their true cost, a measure which should also
stop the smuggling to neighbouring countries

The once vital mining industry did not make any
sianificant contribution to GDP during the 1981-1982
petiod. However, a number of feasibility studies and
projects in the pipeline show encouraging
possibilities

4.4 SOCIAL AND PHYSICAL INFRASTRUCTURE

Transport and Communications

Transport.and Communications were given
hugh priority within the Recovery Programme as
two of the key requirements for economic revival
The sector was allocated U.S $155 O mullion for
the rehabilitaion of the rallway, improvement of the
high volume trunk roads and rural feeder roads as
well as road maintainance in general Rehabilitation
of the transport system, however, has been rather
slow and uneven due to the shortages of
equipment and spare parts in addition to technical
and administrative constraints

Within the road transport sub-sector there
was a noticeable recovery especially in the
importation of heavy commercial vehicles
Between 1980 and 1982, 568 heavy commercial
vehicles were imported each year on average
compared to an average of only 238 vehicles
imported during 1978 and 1979 During 1982, a
total of 2,282 private motor vehicles were
imported of which 463 were heavy commercial
vehicles, 290 pick-ups and vans, 66 buses, 764
cars and 699 ather types which immensely eased
pressure on the demand for transport. Alarge
number of bicycles were also imported to improve
short chstance rural transport, linking farms to
processing units and markets The road sub-sector
also benefited from external financial assistance
for the rehabilitation of several major roads from
the KFW of West Germany which provided DMB 0
million and the EEC which is financing the
Kampala-Masaka road Further financial assistance
was also expected from the World Bank

There has also been a considerable
improvement in the performance of the railway
sub-sector Passenger traffic increased by more
than two and a half times between 1980 and 1982
when the number rose from 1 3 milhion n 1980 to
3.3in 1982 This was mainly on account of
substantial increases in commuter trathc in the
Kampala area During the same period. freight
traffic also increased considerably, a development

which was in line with Government pohicy af
shifting emphasis. from road transport, which 1s
significantly more expensive, torail transport,
particularly tor exports and imports. Within this
period the Uganda Railways Corporation acquired
380 covered wagons, 20 livestock wagons, and 20
passenger coaches Kenya also avaled Uganda
with 90 tank cars, plus several hundred covered
and open wagons, on a rental basis

The use of Jinja-Mwanza route was also
revived in 1972 usingone wagan terry. This
addimonal route to the coast is intended to
supplement the existing route as well as provide
flexibility concerning other economic and financial
considarations regarding the congestion and
clearance delays at Mombasa Construction of
three wagon ferries each with a 22 rallway wagons
logd capacity 1s going on at Luzira near Kampala
and will soon be completed

The Telecommiunications and post sub-
sector; recewved U.S $20 0 million during this
peniod from the IDA for the rehabiliation of its local
net-works and automatic exchanges

Health

The rehabilitation effarts within the Health
sector were geared mostly towards procurement
of suficient drugs and diagnostic equipment,
which were in acute shortages throughout the
county Efforts were also made, to undertake
essential repairsto the existing hospitals and
dispensaries, as well as restoring sewerage and
electricity supply. Primary health care urnts,
however, were given higher priority in the
Recovery Programmeand U § $15.0 million was
allocated for therr speedy renabilitation

Apan from Government's own resources, the
health sector also received some external
assistance from UNICEF. which provided essential
drugs, medical equipment, and beddings for 90
health centres. and dispensanes Work for
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installation of three new X-ray Units at the main
hospital alsa commenced during 1982 as well as
rehabilitation of the roads leading to the hospital
Addinianal financial assistance was also recejved
fromvanous external donors such as UNICEF, EEC
and CIDA which provided U S $10 8 mullien,

U S $3 3 million and C85 6 mullion respectively
These tunds were used for the rehabihitation of
health centres WHO alst provided technical
assistance 1o the heaith sector during the penod
under review

Education

By 1980 the education system had suffered
adversely due to several facters, of which, acure
shortages of 1eachers and scholastic materials
were the miost eminent There had alse been
several incidents of loss or damage of scheol
supphes. buldings, and equipment during the wat

n 1979 The rehabilitation etfarts during this
penad, theretore, have been geared towards
provision of these most urgently needed
equipment and materials Dunng this period,
several tepars of the bulldings of techmcal
colleges were undertaken. while primary schools
were supplied with furniture and scholastic
miaterials To supplement these efforts, athird IDA
Educaten Credit of U .S $32 0 million was being
niegotiated

Tatal enrolnient in all institutions increased by
12 per cent between 1881 and 1982 compared to
9 per cent regietered between 1980 and 1981
The highest increase wasrecorded by techmcal
schools where total enralment rose by over 22 per
cent between 1981 and 1982 as compared to less
than | percent between 1980 and 19817
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5 DOMESTIC PRICES

During the perjod 1981 1982, price
developments were donunated by the continuing
depreciation of the external value of the shilling,
regular adiustment of the remaining few
adrminstered prices. the freemng of other prices, a
better balance between supply and demand, and
accidental factors

Before the economic and financial programme
were launched twocategones of prices prevailed, the
controlled prices and the free or unafficial ones
Accordingtosurveysconduc tedinmid-April 1981 by
the Bank of Uganda in conjunctionwith the Mirustry of
Planning and Economic Development, market prices
were 1010 15 nmes higher than the official onesand
were generallyverysimilarinthe ditterent markets
ofthe Kampala area

TABLE 6:

The depreciation af the shilling, first to a very
large extentin June 1981 and later by a smaller
margin Towards the end of 1982, had a clear
upward effect on domestic prices The same
effect was brought about by the opening of
Window Twao in the second half ot 1982, entailing
a furthier depreciation of the shilling for part of the
toreign transactions

In hine with the changes in the external value
ot the shilling from June 1981 to December 1982,
pnces for various petroleum products were nearly
doubled (Table 6] with direct repurcussions on
mternal transpaort costs Prices for most goods and
services were freed. Prices that remain controlled
nclude those of export crops, petroleum products,
and some public utilities including transportation

CONSUMER PRICES FOR PETROLEUM PRODUCTS

{inshithngs per litre)

April 1981 June 1981 Dec. 1982
Premium petrol (PMS) 744 81 00 150.00
Regular petrol (RMS) 713 7840 14000
Diesel (AGO) 600 47 20 90 00
Kerosene (K) 400 3000 8000

Sowce Bank of Uganda
Nate See Table 2 1 1 thestatstcal appdndg s

Supply and demand conaitians moved ta
more balanced relations owing 1o revival of
productive activities, importation of censumer
goods, improvement in internal transport and
distribution facilities, and tighter monetary and
fiscal policies. The distnibution structure, however
continued to show weaknesses as-supply of fuel
remained subject 1o accidental factors Difficulties
in domestic transportation and alse in neghbouring
countries, occasionally caused-deficiencies in the
supply of fuel domestically

GRAPH 3:

This pattern of events affected the trend of
the two consumer price ndices compited for the
Kampala area one for the middle income group
and the'other tor the low income group These
mdictes are based on a rather outdated survey of
household expenditure, which does not take into
account expenditure on items such as education,
medical care, and rents Thendices are therefore
only proximate indicators of develapments'in
consumer prnices and not of cost of iving since
June 1981

KAMPALA CONSUMER PRICE INDICES

3.1  Middle-income group: April, 1981 = 100 (1)
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Source: Bank of Uganda.
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3.2 Low-income group: August, 1981 = 100 (2)

110

80 T T T T T T T T 1 T T T T T T T T 1
Jul Aug Sep Oct Nov Dec Jan Feb Mar  Apr May Jun Jul Aug Sep Oct Nov Dec
1981 1982

Source: Ministry of Planning & Economic Development.

NOTE: (|1 The Mur.l:ile Income Group Indaxr avbeencampiid Gy the Bt of Lianeit s o Apnn T8 on the taog of anfarmiaton

LTSI =TS R AT AR indeiondent price 51z I o e rmodities aroutet Karmnala WMar ket LinplEtenteg

Frery the |\,-'1|I||-.I|\r||| Brartineg and i_rnr--muc L.Ir'n.-r'lrulrlulrll AN NSNS
sufvry: Dut On past mtarmation and o epanened assumintions,  Thy Joebmee By herwetiteo from divcussiors wathtothe al T

Irternatiomal I\-1.--::\|-r.,r-.- Funid dunnd ther vears o Loanda

wiries THe watghts nsed are nor based on .o S tnemtie

I'I The Low Income Group Index. (it the oihnr tindg o the anly off @l tonsgmes pniee mdes st belng prepated. 11 1aee
Imu.:r\a PG 1 as the Base yivar Bacause ol change maansumpnion Dans simce L6111 has i st s aeo i a ¥ a5 0 representative
it shillgives some indi nayfde the low ncorme groun T1s con milad by the Mimstry of Planming aoo

nent o which utilisees somie ol the data collected thiouat the prnce nurvenys by the Bamk of Liganda Thes comipilation

househnldy thon obCisr of ly

| EReS LATRTRITY [Jul ol

was. Ndwever . stappad tor g penod in 198011987 and was resurmed in Algust 1081
It should be noted that the distinction between nave bean made toconduct ||1|m SUrveys

low and middie income group 1s not based any more The period trom June 1981 to Decamber

on exact income categories but presently refers 1082 can, for the sake of a clear analysis, be dividerd

more to aqualitative assessment For the future, nta three main perods the manth ot June 1881,

arrangements between the Bank of Uganda and the the period July 1881 - June 1982, and the s nrvi

Ministty of Planning and Economic Developmernt halfof 1982

TABLE7: DEVELOPMENTS IN KAMPALA CONSUMER PRICE INDICES

Middle Incomie Low,
Group Garanp
Ichanges nper cent duting the
periag)

v Income

lupe 1981 : ; ) +60 1 (pstimate) na
Iuly 1981 tSept 19811 - June 1982 ; : ; N W S ot O 1
Juily 1982 - December 1982 . - : ; +25.2 22

Seng Ce ety ol Pranomo & Eoonanie evelopment and Bang ol Ugonda

Neer Ser Taties 2 2 and 2 3 0 e statistival abpenois
1 Sert 1981 lare THE2 - sivce the sutvey relat 11rvthe lowy PO anele prsegiaictly the o gloal gt af tho e

VeEn 1 irice
e resumed onby eAsmust 1981

There was animbal upsurae m consumer In the subsequent twelve manth penod, July
pricesdunng June 1987, which s attnibutable 1o the 1981 —June 1982, lAugust 1981 = June 1982
depieciation of the sh IIu'I.'_}.ir".f:T"‘.r-i.'r_—.--lr--:p.‘_:_.-.r_-:-- the e gse of the low i maiidex) the rise n
The freeing ol prices canused il batice 1o the consumer pnoes averagea shightly above 10per
actual ivingeondinans since mostof stie then ruhng Bt f"-"TI"“'TII'":E 1he steadiar How of goods m an
aditinisteresd phices were it practice melevant for ervironment aflree price competitinn
practcally . |l| therconsumer s Helif‘pr"l,-.m an of
the shilling affected mnastly those cateqgar f Therise s even lower if the increases relating
aoods with al, itae umnt -rf. SIRIGHIE urh A% ¢ |h1h|rll1 tothe nisen the price of petroleum products at the
and other manufacturecd p wds By theend of June endof June 1982 arediscounted Within this
1981, s believed that the tull effects of the new twelve-ronthperiod, an acceleration s noticeabla
value ol th r"-hl|l|[lf] it i'hn- frecing af prices rl.|r1 fram January — February 1982 onwards. a

spreadd throughout the ptice systen movementwnich is samewhat maore pronounced
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whern the low ncome index 1s used as a maasure
The apparent discrepancy in the timing of the
inflation recorded by the two indices can be
accounted for, 1o some exient, by the differences
in the structure of the indices. For instance, tood
hias 41 per cent weight i the middle Incame ndex
whereas 1t1s 70 per cent in the law-ncome ndex

Both indicies show clearly that the infiation
rate accelerated markedly in the second hall of
1982 This resulted from further depreciation of
the shilling, including the opening of Window Two
at the end of August 1982, and the effects of two
adjustments in petroleum prices, in June and
November 1982 respectively. The latter were
directly reflected in the category fuel and hghting
In addition. mention should be made of a number
of factars such as temporary shot tages of diesel,
resulting from distuptionsin supplies, and other
factors inhibiting the transportation of food from
food-preducing areas 1o the capital Food prices
went up significantly, especally

TABLE 8:

those of staple food such as matoke (plantains)
and maize flour As a matter of fact, the sub-index
far fuod prices in the middle income index which
up to mid- 1982 had remained below the level of
the averall index. caught up aimost the full
difference in the second half of 1982 In the

low income index, this movement of tood prices
started earler on, in April 1982

Accidental factors which contributed to the
tugh level of the tood prices by the end of 1982
seamed to have become less important at the
beginning of 1983 Transportation and fuel supply
gonditions have returned ta relative normalcy

Intheabsence of a comprehensive measure
of nflation, such as a GDP deflator. one s bound
ta use the atorementioned indices as a proxy for an
estimate of inflation. The average of those indices
for centain periods, which are relatively shart
owing to the tact that price measurement resumed
only durmg 1981, should then be taken inta
cansideration

KAMPALA: AVERAGE CONSUMER PRICE INDICES

Middle-Incame

Low-Income

Periods:
1981: First half
average index

1981: Second half
average index
INerease aganst prewuus half ym: In per cant .

1982: First half
average index ;
increase agamnst prevmus half yean in per cent.

increase aganst correspanding half year ol 1981 n pﬂl cent

1982: Second half
average index .
increase against pwvmus half vem n pe; LE‘I"!T

increase against corresponding halt year of 1981, in per cent

Group Group
(Apnl 1981 {August 1981
= 100} = 1001
1100 n.a
156 7 a5 77
+4156 na
1722 103.4
+106 +80
+56 5 n.a
202 B 1254
+17 6 +21.3
+30 1 +310

Source Bank of Uganda

Nate seetables 2 2 and 2 3 inthe statistical appendix
th
{2)

Average for the penod August - December 1981

On the basis of half-yearly averages the
picture provided by the two indices 1s even more
consistent The averages show the important
initial iImpact of the June 1981 depreciation and
the relatively low mflaton rate in the subsaquent
iwelve month penod. They also confirm the
acceleration of the rate of inflation during the
second half af 1982 On the basis of this last
period and taking nto account the slowing down
of the rate of inflation, which has in the meantime
occurred in the first three months of 1883, the

Assuming no changes duting the penod January — May 1981

s

curtent average inflation rate 1s estimated at
around 25 per cent'on an annual basis This s n
line with the target announced in the 1982/63
programme A large part of this inflatienary
mavemant can be accounted for by the
depreciation of the shilling which accelerated
dunng the second half of 1982, compared 10 thP

second half of 1881 and the first half of 1982
tentative comparison between prices, the
exchange rate and liquidity developments is
presented at the end of chapter 8
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6 PUBLIC FINANCE

Overall Developments

During 1981/82--1982/83, overall fiscal
developments were broadly in ine with
Government policy of restoring fiscal dis
through mininusing inflationary financing.
curtalhng drastically the drain on Government
resources by public enterprises, and

phne

strengtheming fiscal admimistration. Towards these
ends, new measures were adopted to improve the
structure and elasticity of the tax system, to
restrain growth in total expenditure, and to
mcrease the share of overall budget deticit
financed from both exiernal and domestic non-

bank sources

GRAPH 4: DEFICIT OF BUDGETARY OPERATIONS
AS APERCENTAGE OF OVERALL EXPENDITURE AND ITS FINANCING

75

15+

‘Part of deficit financed by banking sector,
as a percentage of overall expenditure

As aresult of these measures and exchange

rate depreciations during the pernod under review,

total government receipts in fiscal 1981/82
ncreased by mare than seven-fold while total
expenditure rose by just over 200 per cent,
resulting in an overall budget deficit of shs 15,1
billion or 35 per cent of total expenditure com-
pared to nearly 76 per cent in 1980/87 (Table 9)

Indications are that the ratio of overall deficit
to 1otal expenditure fell further 1o about 23 per
centin fiscal 1982/83 Although the share of bank
financing of the overall deficit 1s estimated to have
fallen from 90 per cent in 1980/81 1o 75 per cent
in 1982/83. this achievement fell short of
expectanons

TABLE 9: BUDGETARY OPERATIONS

{In bilhons of shillings)

Fiscal Year Fiscal Year Fiscal Year

1980/81 1981/82 1982/1983
Artual Actual Budget Actual cutcome Frovisional
Itenme autcome Ts1 half aulcome
Revenue and grant: 33 45 8 218 5235
Revenue 3 ) (27} (44 Q) 120 9) 51 7)
Expenditure , ; 131 60.9 294 67.7
Deficit : o o o —a 5 —=151 —3.5B e {5
Financing g8 151 75 155
External Borrowir 08 126 28 22
Domestic Barr C " . 9.0 25 47 133
Banking system - 88) (20 {0 31 {11.86)
Non bank sectors . - 02 (1n (05) (4 4) (1.7)

Sources Ministry of i Bank of Uganda

1) ‘Bofrowing n

Jwment
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Revenue

Revenue measures adopted dunng 1981/82-
1982/83 were far-reaching In fiscal 1981/82. a
substantial propor ion of the local currency gaimnin
coffee receipts, ansing from the devaluation,
accrued to the Treasury Moreover, the Bank of
Uganda assumed responsibility for collection of
export duty on behalf of the Treasury. thus
improving the revenue collecting machinery In
addition, rates for import duties previously
assessed on specific bases were not only changed
to ad valorem bases but were also reduced Rates
for sales tax onimports and domestically produced

goods were equalhsed. all specific rates for sales tax
were converted to an ad valorem basis and some
were reduced while others were increased. A sales
tax on salt was introduced. As a result of these
measures, domestic revenue rose by about 800 per
cant 1o Shs 24 .4 billion, in 1981/82, virtually all
froni tax revenue Taxes oninternational trade
ncreased from Shs 700 mullion to Shs 12 Obilhon,
accounting for 49 per cent of total revenue, while
sales tax and excise duty proceeds together

jumped tfromshs 1 2 bilhonin 1980/81 toshs 93
billian in 1981/82

TABLE10: BUDGETARY REVENUE, 1980/81-1982/83
1980/81 1981/82 1982/83
(Actual) (Actual) Budget  Prowvisional
Qutcome
(in billhions of shillings)
Totalrevenue 27 24 4 44 0 5% 7
Export taxes o " 01 68 98 161
Sales tax and excise duty 12 93 126 93
Import duties 06 52 6.2 65
Exchange profits . . — — 110 1156
Other 0 31 45 83
Lin per cent of total)

Export tax : 37 279 223 311
Sales tax & excise duty 44 4 381 284 180
Import duties 222 213 141 126
Exchange profits . . == B 250 22.2
Other 296 127 102 161

Source Mimstry of Finance

In the fiscal year 1982/83, amajor new source
of revenue was profits from operation of the dual
exchange system, generating as much as Shs 11 6
billion Further improvement in other soutces of
revenue were projected in line with the continued
recovery of the economy and improved tax
administration Anaimportant fiscal measure was
the sharp increases in prnices of petroleum products
to cover the increased cost of petroleum products
ansing from the depreciation of the shilhng Also
export tax receipts increased mainly on account of
higher coffee exporttax receipts Incontrast, the
collection of sales tax and excise duties remained
unchanged fromthe previous fiscal year Intofal,
however. domestic revenue more than doubled
compared with 1981/82

Expenditure

Factors contributing 1o increased cost of
government services during fiscal 1981/82
1982/83. include the depreciation of the shilling,
freeing of domestic prices, substantial ncrease n
prices of petroleum products and of public

30

utility tarfts, and upward adjustment of salaries of
civil servants With the depreciation, higher local
currency costof external debt servicing
compounded the problem of higher costs of imports
of goods and services needed to rehabilitate the
administrative machinery of government

Considerable efforis were made to restrain
growth in governmentexpenditure Increases in
wages and salaries of civil servants were imited 1o
25 per cent onaveragen fiscal 1981/82 and to less
than 10 per centin 1982/83 Growth in government
expenditure was also restrained through reduction
m automanc monthly cash allocations to ministries
over and above wages and salarnies. In this way,
requests for releases of the remaining funds were
closely scrutinised by the Ministry of Finance In
fiscal 1982/83, costs of external travel, overseas
education and medical treatment, maintenance of
embassies abroad. and arange of imports were
highlighted by requinng that the foreign exchange
to meet these outlays be purchased at the free
marketrate
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TABLE11: BUDGETARY EXPENDITURE 1980/81-1982/83

1980/81 1981/82 1982/83
(Actual) {Actual) Budget  Provisional
Outcome

lin billions of shillings)

Total expenditure 131 430 60 9 67/
Recurrent _ ; 12.0 329 397 488
of which wages & salanes (5 1) (6 4) (64) (7 0}
Development . o o ) 20 74 16 6 6 h
Other (net) ; a o5 Yoy —-09 27 46 34

lchange from previous year in per cent)
Recurrent expenditure ; i ; . 64 4 174 2 207 483
Wages and Salaries . . . . 1080 255 — 94
Development expenditure : e i 93 6 2700 124 3 109 5

Source Ministry of Finanice
(1) Includes the diferences between chenues 1ssued and theques cashed n same liscal year. net change in extra budgetaty fund

kalances and contingente:

In 1981/82. the rate of expansion in total
expenditure (228 per cent) was less rapid than
total revenue and grants (804 per cent),
reflecting the expenditure restraining measures
Recurrent expenditure increased by 174 per
cent to Shs. 32 9 bilhon or 76 per cent of total
expenditure Rise in non-wage outlays was the
main factor in this development Due to the
wage restraiming policy noted earlier, the rise in
the wage bill was anly 25 per cent
Development expenditure more than tripled 1o
Shs 7 4 bullon

In fiscal 1982/83. expenditure was

reatly influenced by the provisions of the
gecovery Programme, which was published
early in 1982 and the purchases of goods and
services al free market exchange rates
Preliminary data indicates that recurrent
expenditure increased by 48 per cent in
1982/83, while developrient expenditure
mare than doubled

Overall Deficit and Financing

The overall budget deficit, as a
proportion of total expenditure, fell from 75
per cent i 1980/87 1o 35 per cent in
1981 /82 However, net fareign financing fell
from8 2 per cent to 6 6 per cent of
the deficit Accordingly, given the imited
possibilives for domestic non-bank financing,

the share of the deficit financed by the
banking system fell by only 4 percentage
points 1o éB per cent The Bank of Uganda
conducted a major campaign to sell Treasury
Bills to the non-bank sector, and it 15 estimated
that the share of the overall budget deficit
financed by the non-bank sector increased by
4 percentage points to 11 per cent in the fiscal
year 1982/83 As foreign financing declined.
bank financing of the budget was higher than
originally anticipated However, the ratio of
overall budget deficit to total expenditure
dechned further to about 23 per cent

Parastatals

Currently. there exist more than 100
public enterprises Tominimise Treasury s
financial support of public enterprises, prices
of output of these enterprises were allowead to
reflect market conditions and tariffs for public
utilitites (including transport and electricity)
were adjusted upwards Moreover, to divest
Government of responsibility for enterprises
that should ideally be managed by the private
sector, Government legislated the
Expropniated Properties Act, which came into
force in February 1983 The Act entitles
pravious awners of enterprises expropriated
by the mulitary reqime to claim repossession of
their enterprises
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7 EXTERNAL TRANSACTIONS

The external position of the Ugandan
econamy mproved markedly in the course ot the
1987 82 penod despite the vary adverse

T

The Balance of Payments position exhibited a
substanual improvement dunma the penod under
review mainly on aceount of twa factors Firstly, a
huge imbalance in transachaons with toreign
countnes was reduced 1o more acceptable
proparmonsin a relatvely short nme Secondly,
substantial et orts were made to settle irocash or
reschedule a large part of the extarnal debt
mherited from the past and 1o pave the way for
future restnchons on naw abliganons

Foreign exchange continued to be in short
supply over the years 1981 and 1982 Thig
constramed varaus aspects of implementation of
declared Government policy within the framework

TABLE 12:

international economic situanon and the financial
burden inberited from the past

BALANCE OF PAYMENTS

of the Recovery Programme  The scarcity in
foregn exchange combined with endeavours 10
bring about mare balancen the transactions with
torengn conntries and to restore normality in the
pavinent situahion, severely constramned the
impart tation of essential commodities and thus
proved a major hindrance 1o rapid recovery of the
economy. Bemoving this constraint was
consequently a primary objective of policy.,
entailing a smoath and rapid increase in the
realisation of foreign exchange recaipts,
rationalisation of payments, and attraction of
finaneial resources, while avoiding creation of
pnnecessary burdens in the immediate future

BALANCE OF PAYMENTS, 1981 AND 1982

nmillonsaof US §

A CURRENT ACCOUNT 1981 1982
Merchandise trade | —168:2 —= 1225
exports, fab {245 5 (335 0
mports, ¢ o} {414 7 (457 5)
Services (net) =1213 —1209
Linrequited transters (net) +1206 +1303
Balance on Current Account —1699 —113 1
B EXCEPTIONAL FINANCING: DEBT AND ARREARS
CANCELLATION 68
C CAPITAL ACCOUNT
Medium and Long-Term (net +39 1
Shart-Term (nat) -39
Balance on Capital Account —234 +60 B
D ALLOCATION OF SDRS . 6.5 —
E OVERALL BALANCE A+B+C+D —1181 —5213
F FINANCING
Net Foreign Assets of Monetary Authoritjes 41181 +52 3
‘Bowrce Bank of L
Nete See Table < sTival dppeni
111 Based on the eng ¢! the penadaata S i) noreasennet nnbhidie LT A eaatve fone 45 501 gty =t decreas

i et habines

Qverall, the balance of payments registered a
substantial deficit amounting to W S $1181 nullion
m 1081, ana a reduced deficit of LS $52 3 million
i 1982 This was mamly anaccount of the
reduction in the gehicit on the ¢ oLt
balance, decreasing from U 55163 8 mutlion in
1981 to U S $113 1 mullion iy 1982, a decline of
33 4 per cemt Althouah imports rose from
US S84 7nullionin 1981 1oL 8 $457 5 million
(11982, they were comipansated by a nse \n
exports of 36 b percent told S S?’%H 0 multhan i
1982, and external arants by 8 U per ¢

urrent. act

ent ic

14 585130 3 milhon i 1982 Excluding thie Public
Deptrand Arrears Cancellation amounting 1o

U S:%68 7 million by the UK and West Germany 1
1987 the capital accountsheowed a deficit of

23 4 million n 1981 and a sizeable surplus of

1SS
U S H608 mulionin 1982

Ta finance thedefic 1981 and sustain o
litle surplus: in 1982, thiere was-a substantal draw
down on the country s gross reserves.n 1981 and
net useof the IMEresources in 1982 In line with
he Fund Frogramme, severe curtaiiment of

1itan
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government expendinure was enforced n 1981
and 1982 This cut was mamly on outlays on
government travel educanaon, etc A regular

manthly Forean Exehanage Budoet was
wistitutionalised and foregn earmngs allocated 1o
well prepared and anreod poonty areas

CURRENT ACCOUNT

As aconsequance of the policy pursued and
as aresult of mare exogenous developments, the
current account detiot was reduced markedly

durmg 1881 and 1982 That detict fell from U S
STED Omullion n 1981 U S F3113 1 muthat i
1982

TABLE 13: CURRENT ACCOUNT
(in mllions of WS dollars)
1981 1982 1981/82
I'sthalt 2nd hatt Year lsthatt Zndhalf Year
Merchandise trade —836 —Bb5E —1692 —=HZB =897 —122%5 —1384
(exports, fob) (107 81 Q37 7Y (24550 15720 0778 (33500 (294 0
(imports.cit ) (1971 4y 1223 3) 147 (2100 ([(2475) 4575 (4333
Services. {net) =578 =635 —=1213 —EKBd —bEhH =1209 —=—11849
of which mnterest chatges (8.2 6 7) (14 9) {12 8} (12 4] (25 2) 1G]
Unregquited transters (net) +55 1 +655 412006 4740 B3 41303 41304
CURRENT ACCOUNT —863 —836 —699% =342 —789% —1131 =178
EXCEPTIONAL FINANCING:
DEBT AND ARREARS
CANCELLATION — 4687 4687 - 4687
Source Bark of Lnanda
(3] TOS amaunt S G mimimur | SiINcCe DT esant practioe reconds sOma interest aiaraes araee pinnsipal faemente Shom ot aita
AL art

Nerte See Tapled T e statshnal appents

Merchandise Trade

An mcrease n expor jecepts, whichis
almasteantiraly dependent on coffer, was
noticeable in the course af the 1981-82 period
Cotfee proceeds increased almost exclusivaly s a
resull of expansionan recarded shipped quantities
for the coftes year 1981/82 (October-September)
Uganda s coffee exports exceeded its ICO queta
which was aboutr4d per cent fugher i 1981/82
than the T880/81 enntlerment.of 1 9 nullion bags
More than 2 7 milhon bags (equivalent to abain
185.000 metie tans) were shipped duning 1he
198182 season

The incrense nexports of coffee can be
attributed 10 the sharp increase in domastic
producer prices and the reagrganisation and
improvemen! of marketing and financial services
Natwithstanding weak world coffee prices 1he
value of coHee shipments went up by about 35 per
centduring the twelve-manth penod. anding June
1982 Far calendar year 1982, the |
expoited quantimes combimed with a slight riee in
average prices brought about a value Increase of
36 per cant Expressadin anather cutiency othe
than the U S daollar. which apprecated furthes
durnng that year. the increase woudld have bean
maore impartant. in terms of SOR s it amounts. an
avarage, o about 45 8 per cent

BaSE N

it

The nther cash crops did notmake a sizeable
contribunion 1o expart proceeds dunng the penod
untler review. However, exports of catton should
soon be expanding substantially On he othier
hand, some proceads from non traditional exports
such as fruts, venetables, and hides and skins
ware, tar the {itsl 1ime, recorded in the foregn
pxthange purchased at Window Twa which was
intreduced, among other reasons, 10 BNC OIS
export dwersificatian

RBevival of caffer expornt perfarmance broughi
about a sharp rarroswrg of the trade aeficit fr m-u
LHS 5189 Zmillionm 1981 ta 'S $122 hmillion
i 1982 Imports are normally satimated frotn
customs datg This wias net pagsible and sn
astimates were based on financial settlements o
o) disbursements Dur estimaies shiow that
mpor e expanded ess than export

Thia development deserves further
axamumatinn novew af the necessity for AlEpaIng
WprBLanamiG recoveny and themiportant rale of
mmports inthis process 11 should be nated
Hawever that this develapment ywould have beern
marekimportant f i were exmpressed inreal terms
It 15 estimated that the wnport uotvalues for
Uganda, which are basically mfluenced by taeo
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elements, namely the expott unit valies in
industrialised countries and ol prices, declired on
the average by approximately 2 per cent in 1982
compared to 1981, on account solely of the first of
the two aforementioned elements Moreover,
since the data drawn up s expresed in U S dollars;
allowance should be made for the significant
appreciation of the U'S dollar duning the period

The import figure would have shown a higher
increase in 1982 compared to 1981 had it been
expressed in a weaker currency than the U .S
dollar For example, in SDR's the figure would have
gone up by 17 9 per cent on the average instead of
the 10 3 per cent recorded in dollar terms
Needless to add that in terms of shilings the
increase would have been considerable

Imports have neverthetess remaned below
expectations One of the reasons 1s that owing 1o
the still low absorptive capacity of the economy.
the actual utihsation of resources put at the
disposal of the country within the framework of
increased external assistance was slower than
expected This factor, while having animpact on
the level of imports for the whole of the 1981-82
period. does admittedly not explain why the 1982
increase was mare moderate than expected since
disbursements of commaodity financihg aid flows,
while remaining below expectations, increased
during 1982 Other reasons have therefore to be
examined

One such reason was the impact of the
suctessive depreciations of the shilling on the
demand for imports: It can be assumed that part of
this demand is prabably not very sensitive to price

change owmg 10 the type of the goods imported

(e g basic consurmer goods) and the category of
the tinal users of the goods. some of whom such
as the Government or saome parastatal bodies may
not necessarily be influenced by economic motives
for impaortation at certain items. In addition, the
eftects of the depreciations of the shilling on the
price of imports were dampened by the fact that
prices actually paid through unofficial channels
were already much higher than those calculated on
the basisof the official exchange rate
Nevertheless. it was successive downward
adjustments of the external value of the shilling
coupled with the introduction of Window Two
operations that ineffect curtaled the expansion of
the voluma of impaorts throughout 1981 and 1982

For example, the increase in the domestic
prices of petroleurn products following the
changesin the external value of the currency
curbed the demand for the products. and also
drastically reduced incentive for their illegal
re-export According to the data provided by the
ol companies, the volume of import of petraleum
products, dechined by about 40 per cent in 1981
compared to 1980 tn 1882, according to
preliminaty estimates, a small arowth of 4 4 per
cent was due to a regular flow of products,
economic recovery which required a larger amount
of tuel, and holding of expanded security
stocks The ol bill includes not only payments for
importing oll products but also payments for the
imports of other related goods and services as well
as payments intespect of arrears In 1981 and
1982, it amounted to U.S $116 4 million and
WS $101 1 milionar 47 4 and 30 2 per cent of
expolt earnings. respactively

TABLE 14: IMPORTS OF PETROLEUM PRODUCTS 1980-1982
[N metric tonnes)

Product 1980 1981 1982"
Aviation Fuel 12,9160 14,964 0 7.6950
Mator Spirit 85,9850 46,658 0 225520
Kerosene 47816 0 23,0860 1368160
Auto Diesel 72507 0 46,6990 27,1080
Industrial Diesel 14550 1,383 0 4740
Fuel Oil. . 23,6750 18.8200 6.8790
Lubricants 7.252 0 3.926 0 21850
Bitumen 1.181 0 770

L P Gas 804 0 6490 1150
Other ) 5.8880 1,7900 3150
Total Volume (tonnes) 259.4230 158,062 0 80.909 0

Total Value (Shs "000)

820,7030 34753950 3.678,7170

Source Ol Companies
{1 Fust halt

Only a relatively small partion of the foreign
exchange cash resources realised from export
receipts and IMF drawings, could be devoted 10
merchandise imports othéer than petroleun
products and priority imports A very large part of
those resources had to finance the ol bill. external
debt servicing, external arrears, other internatonal
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commitments and emergency programmes such
as essential consumer gonds A substantial part of
such expenditure was actually inharited from the
past Inother words, i/mpert activities had to give
way 10 actions aimed at both reducing the burden
of the past and rebuilding a margin of manoeuvre
for the future
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When comparing the 1981 and 1982 import
levels, the fact that import payments were
reconstituted and estimated indirectly, has 1o be
taken into account. For instance among the
payments made n 1981, a number was related to
transactions which had taken place in 1979 and
1980 but which could not be fully separated from
the 1981 operations The 1981 payments also
comprised a number of transactions of an
exceptional nature. Such payments were made in
order to deal with emergencies and speed up the
rehabilitation of the economy These transactions,
which were often the subject of special financial
arrangements, such as barter arrangements, were
gradually ehiminated in the course of 1982

Procedures and control in respect of impors
were improved and tightened Pre-shipment
inspection of imports was introduced. while
settlement of the oil bill was streamhined Thus,
import payments were gradually cleaned of
improper transactions and, more generally, the
system now in force ensures a mare productive
use of forexgn exchanage resources

Terms of Trade

Terms of trade ot the Uganda economy tend
to fluctuate in keeping with the changes in the
price of the main foreign exchange earner, namely
coffee; (graph 5] especially so as the dependence
on coftee has increased Coffee prices are,
however, only part of the explanation Thus, during
the first halt of the 1970's, terms of trade moved
unfavourably despite the slight and gradual
increase In coffee prices during that period, from
the extremely low levels prevailing at the beginning
of the 1970°s Import unit values increased even
more, reflecting bath the acceleration of inflation
N the industrialised countries, which increased the
unit cost of manufactured imports At the end of
1973 there was a huge nse in the price of crude
petroleum which also contributed 1o the increase
inmport unit values Substantial iImprovement in
the terms of trade i 18976 and 1977 15 accounted
for essentially by coffee prices. which peaked in
1977 Subsequently, terms of trade worsened fast
withini the worldwide context of depressed
commodity prices The 1979 oil price increases
oftset the favourable effects of somewhat higher
coftee prices enjoyed during that year In 1980,
ever increasing prices for the imports from
industnalised countries as well as effects of an
over-valued dollar, depressed the terms of trade
even further

This unfavourable trend came to a halt only in
the second half of 1981, giving way to a shaht
improvement During the last quarter of 1982,
firmer coffes prices combined with declining
inflation rates in industnalised countries, brought
about an improvement in the terms of trade The
fall in ol prices in the period 1981-1982 had not
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vet had effect, as the bulk of Uganda's supply 1s
bought at contractual otticial producer’s selling
prices, which recorded virtually no change during
1282 and were stll well above prices on the spot
market at the end of the year

Income terms of trade. which take into
account the exported volumes, showed a sinilar
trend over the 1970's and the early 1980's In
1982, however, they tared much better on average
than the simple terms of trade, as a consequence
of increase in quantities of coffee exported

On average for 1981 and 1982, it can be
astimated that the simple terms of trade stood at a
level which was less than a third of the 1977 peak
level and less than a half of the 1978 level, and
hardly reached 70 per cent of the 1980 leve!
These unfavourable terms of trade combined with
the low utiisation of productive capacity had
fundamentally weakened the external position of
the country at the beginning of 1981

Services and Unrequited Transfers

The (netl payments for services are
accounted for 1o a large extent by commitments
associated with merchandise trade. In particular,
costs related to the movement of goods especially
coffee and ol through Uganda and Kenya
dominated these flows. Foreign exchange costs of
travel, medical treatment, education, and similar
expenditure continued to grow throughout the
1981-1982 period despite the fact that
procurement was at Window Two rates and hence
costly Admittedly part of the demand for these
services I1s Insensitive 1o price Increases, e g
Government travel and costs of the embassies.
while part was previously satisfied through the
unotficial channels at even higher prices Gradual
nightering of domestic hiquidity should put a brake
on the growth of these types of transactions

Debt service items increased roticeably, 3o
did financial charges on the external obligations,
influenced by high interest rates in 1981 and 1982
As the country realised a substannal growth in the
volume of borrowed resources, this development
continued to be a real burden an our balance of
payments Furthermore, service payments include
the estimated cost of technical assistance, granted
to the country by donor countries and Institutions
Finally. the 1981 data include a number of
payments which had to be met on account of past
commitments, e g. cleanng and transport costs
assoclated with the transit of goods through
Kenya

Netsurplus inrespect of unrequited transfers
15 accounted for essentially by estimates of official
grants from various donor countnes and
natitutions i the form of 1echnical cooperation,
commadity donations, as well as services and
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Terms of Trade (Index 1978 = 100)
200

GRAPH 5:
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goods provided within the framewark of
development projects Unrequited transfers also
include a number of private inflows such as the
estimated mimmum financing counterpart of
imports deemed to have been effected through
licences which did not require the purchase of
foreign exchange

In summary, the significant narrowing of the
deficit in respect of the current account resulted
essentially from revived exports combined with the
relatively low imports. This outcome does not
include the inflow (amounting ta $68 7 million) in
respect of the debt and arrears cancellations, by
the United Kingdom and West Germany, which
was effected in the second half of 1981 These
exceptional transactions have been kept separate
from the current account to avoid distortion,
expecially as the current account is already
aftected by a number of transactions of a more or
less exceptional nature The cancellations in
question are, however 1aken Into account both
among the capital outflows and within the external
arrears movement

Capital Account

Even more than the current account, in the
1981-82 penod, the capital account was
influenced by a number of exceptional
transactions One such transaction was the
cancellation of debt and arrears meantioned above
Apart from this, there were important official
mflows, as aresult of rescheduling of external
public commitments under the Pans Club Other
intlows came fram outside the Paris Club
provisions.as well as from new disbursements of
loans

The latter, however, remained below what
was expected from the commitments In particular
the disbursement period of the first IDA
Reconstruction Credit was extended for six
months beyond the June 1982 deadline

Apart from the cancelled principal on mediuni
and long term pubhc debt, the official outflows
cover scheduled servicing of principal payments
plus some interest payments which cannot be
easily separated from the principal However, a
large part of the servicing of this debt was
rescheduled, thus, it did not adversely aftect the
country s fareign exchange position

TABLE 15: CAPITAL ACCOUNT
(in milions of U S dollars)

1981 1982 1981/82
15t 2nd Year st 2nd Year Fiscal
halt half nalf half Year
MEDIUM-AND
LONG-TERM (net) —243 =135 —978 +3.7 +35 4 +39.1 —69 8
Official nflows, | . - 98 506 604 533 161 7 2150 1039
(new drawings) . . o (9.8 (24 8) (34 6] (19 3) (50 7) {700 {44 1)
(rescheduled principal) . . (—) (25.8) {25 8l (34 0) {28 9} (62 9) (ha 1)
(rescheduled arrears) . . (—) (—) ) (—) (—8271) (—=821) f—)
Official outilows . 341 1241 158.2 496 126 3 1759 1737
(scheduled repayments)’ (34 1) {65.4) {89 5} 149 6} {44 2) {93 .8} {106 O)
(principal cancelled) o (—) (44 5) (44 5} {—1 (—) (—1 (44 5)
(arrears cancelled and
rescheduled) . . ; (—) (24 2) 124 2} (—1} 82 1) (82 1) (24 2)
SHORT-TERM (net) +61 6 —147  +4B69 -28.8 +26 0 —3.9 —44 6
Commercial Banks o +83 -4 8 +35 +14 —97 —83 —34
Usance letters of
credit (net) +185 +12:7 +312 —145 -3 —208 —1.8
Other trade credit
(net) o . —121 +213 +49 2 —92 8 +6578 —250 =715
Other (net) o . +46 9 —43 9 +30 +/60 —-258 +50 2 4321
ARREARS NOT SHOWN
ELSEWHERE
{movement net) . +23 2 +4 3 +27.5 +42 6 —170 +256 +46 9
CAPITAL ACCOUNT
BALANCE +605 —839 —234 +16 4 +44 4 +60 8 —675
Source Bank of Uganda
Note See Table 4 3 n the statstical appendix
(1) These include some interest payments whinh could not be separated tram the proncipal repaymaerits (see note 1 Table 13
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Short term capital movements include
movements in short term credit associated with
the merchandise trade. including an estimate of
credit movements corresponding to the time lag
between the shipments of coffee and the foreign
exchange earnings to which these shipments give
nse, as well as the movement in the credit part of
the settlement of the oil bill. Furthermore, net
movements of credit granted through usance
letters of credit are also taken into account. Lastly,
the “'other (net)" includes the counterpart of some
imports, the financing of which was not clearly
identified, as well as errors and omissions. The
“other {net)" is largely accounted for by valuation
discrepancies arising from exchange fluctuations
While net external assets are valued at the end of
each half year, transactions recorded in the
balance of payments are valued at the rates
prevailing on the day they take place Given the
marked appreciation of the U S. dollar through
1981 and 1982, this procedure gives rise to a farrly
big discrepancy

Since a number of transactions recorded on
the capital account are both exceptional and
heterogeneous, the balance in respect of this
account tended to be erratic, showing a deficit in
1981 and a huge surplus in 1982 The latteris
accounted for principally by the inflows during the
second half of 1982 corresponding to rescheduling
(mainly arrears.)

Overall Balance of Payments Financing
As aresult of the reduction in the current

account deficit and the reversal on the capital

account from a deficit to a sizeable surplus, the

overall balance of payments showed a smaller
deficit in 1982 compared to 1981

The 1981 deficit was almost entirely
financed by the use of net foreign assets of the
Monetary Authorities. Total external arrears hardly
showed any movement as accumulation of new
arrears was almost exactly balanced by the arrears
cancelled In 1982, the surplus resulted from a
large reduction in external arrears relating to
rescheduling agreements signed in the second half
of 1982. During this second half, a substantial
amount of foreign exchange was also used to
reduce the external arrears through cash payments
in connection with mainly overdue usance letters
of credit. The policy applied by the Bank of Uganda
in this respect followed two principles One was
that overdue letters of credit are paid on the first in
first out basis. The second principle was that they
are paid at the Window One rate if they had
matured before the opening of Window Two;
otherwise, the rate applied for their payment
depended on the category of goods financed

Net foreign assets of the Monetary
Authorities have been influenced almost
exclusively by the change in the net position with
the International Monetary Fund and the Central
Bank of Kenya. While net inflows from the latter
virtually ceased after the first half of 1981, net use
of IMF credit rose substantially throughout the
period. For the two years 1981 and 1982, this
Increase amounted to U S $207 4 million,
on the basis of the net outstanding amounts
converted into U S dollars at the rates prevailing
at the end of each half year On the basis of flows

GRAPH6: OVERALLBALANCE OF PAYMENTS

US$E Million
1007

=100

1st Half 1981
D Current
Account

Source: Bank of Uganda

1st Half 1982 2nd Haif 1982

“]]]]I[u Exceptional ! % Qverall

Financing Balance

1 st halt of 1981 Allocation of SDR &, 2nd nait of 1881 cancellatien of outstanding external debt and arreats
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recorded over the penad, the amount 15 higher,
being U S $216 7 millon This discrepancy, shown
as 'exchange rate adjustment " In table 16.1s
explained by the fluctuations in the exchange rate
faor the U S daollar The exchange rate was based
on the average for each half-year under review
The rate appreciated markedly in the first half
years of 1881 and 1982 and depreciated shghtly
during the second half of those years On balance,
the appreciation of the U S dollar gave nse to a
cost of up to U 5§59 3 million for the whole
18981-1982 period

Utihsation of net foreign assets was much

lesz significant in 1982 thanin 1981, despite the
tact thatin 1982 3 2izeable reduction in external
arrears through cash payments took place This
difference, between 1982 and 1981, denates
essentially the narrowing of the current account
deficit On the other hand, within 1981, huge
unhsation of net forean assels was concentrated
i the second half of the year However, although a
number of impartant payments took place mn Jung
1981, thewr imipact on the foreign reserves was
detayed, owing 1o accounting lags, while, on the
other hand . IMF drawings made during that month
totalled LI S $35 mithon

TABLE 16: FINANCING OF THE OVERALL BALANCE OF PAYMENTS
(inmillions of U S dollars)
1981 1982 1981/82
151 Znd Year 15t 2nd Year Fiscal
half half half half Year
OVERALL BALANCE —193 —988 -—118"1 =178 =345 —523 —1166
FINANCING:
MONETARY AUTHORITIES™ +193 +888 +1181 +178 +345 +5Z23 +1166
Change in gross reserves” —844 4537 =307 F2g =181 =¥ By
IMF (riet +774 4477 +1251 +258 —+566 +823 F+/35L
(purchases! (95 0) 46 .6) (141.6) (382 {bd 2) (95.4) (85 8)
(repurchases) s (12 3} {0 4) {12 7} {4 9) (07N (5 6) (5 .3)
(exchange rate adjustment) (—63) (15 (=38 (=85 {(+30) (—=hbE (=70
Other (net)* _ . +263 =28 +2837 =100 =28 =128 =120
Source Bankat Uganda
(1 Based on the end of the panad data San (4) increase i net habilihes lor incresse in negative foreigr.assets), wgn (=1 decrease
i et gt
20 Sign 41 aecreade 0 afuss 1eaetves, sign |—| (ricrease |n gross reserves

(3 Movement in the net posimon has teen based on end of penod data while the data for purchiases arid repurchases ara shownat the

value ot the dateat et they ook place. reconcilianion of the latterwi

he trrmer 1@ acoounted tor by Huctuanoas o the

evehange rate for the U S dollar. which on average apprecated in 188182 the tinancing flow shown by end 6F1he penad data s

theretore smaller than the How which actaally taok place

14 Mayarment o ney habilimes other ihan the net use of the IMF creait the largest part of which s accounted for by movement in the
redit provadded by the Central Bank of Kenya |so called swap account!

1.2

At the autset of the financial programmes, in
May-Jurie 1981, the country had accumulated
sizeable external arrears, estimated 1o be at least
US 5127 Omillion at the beginning of 1981, and
was therefore confrontea with a nuge debt service
burden For the year 1981, the scheduled debt
SETVICING was estimated to ba i excess of half of
the export receipts This untavourable position was
aggravated further following a systematic
examination of the country s liabilites and the
recording of overdue payments, especially usance
letters of credit. which revealed an increase in the
recorded external debt and arrears Accordingly,
the debt service protile appeared even more
unfavourable in 1982, with scheduled servicing
(incluching matuning usance letters of credit!
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EXTERNAL DEBT AND ARREARS

amounting to-as much as 66 1 per cent of export
BArRINgS

Consequently, one of the priorities n the
axtarnal transactions pohey, dunng 1981 and
1982, was lessening of the external debt burden
and reduction of arrears. Recording of the
country s external commitments was actively
pursued and, to that end, an External Debt
Management Office was created within the Bank
Furthermore, the Paris Club met twice, in
November 1981 and December 1987 ta discuss
Uganda's external public debt, and similar
meetings were held with creditor foreign

commercial banks and non-Paris Club countries

These meeatings resulted in a significant debt
rebief for the country Thus, servicing of the
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medium and leng term public debts presented 1o
the Paris Club and relating to the penods July 1981
= June 1982 and July 1982 - June 1983, was, to 4
very large extent (97 b per cent) rescheduled on
favourable terms A sinular treatment was givern 1o
arrears accumulated on such debts In addition,
agreements werereached on the same basis with
a number of creditors belonging 1o

countres participating in the Pans Club, but
holding non-gavernmental guaranteed clams on
Uganda A few rescheduling schemes were also
agreed upon, outside the Pans Club provisions
Lastly, in the second half of 1981, the United
Kingdom and the Federal Republic of Germany
cancelled, a total of U S $68.7 million of
gutstanding debts and arrears

TABLE17: EXTERNAL DEBT SERVICE RATIOS
lin'per cent of export earnings, on the basis of datain U 5. dollars)

SCHEDULED SERVICING 1981 1982
Medwm and long-term public debt 393 297
Balance of payments financing 107 118
Short-term and other 11 246
TOTAL .. 51.1 66.1
RESCHEDULED SERVICING

Medium and lang-term public dgbt 287 Mo
Balance of payments financing 107 118
Shart-term and other 11 246
TOTAL .. 40.5 47.4
ACTUAL SERVICING

Medium and lohg-term pubhc debt 187 1.8
Balance of payments financing 107 11:8
Short-term and other” (iR 246
TOTAL ., . 30.5 47.9
MEMORANDUM: Export earnings, in millions of U.S.$ } 2455 335.0

Source Bank af Uganda
(1} Inteenanonal Mopstary Fund ana Central Bank of Kenya

(2) Manly, maturing letters of crean While few matuted L/C s were recorded #1987 ths tategory of external Commutmsnts was

very mpartant wn 1982

As a consequence of that cancellation and
various rescheduling agreements, debt servicing in
proportion to export earnings was reduced by
mare than 10 per cent in 1981, from 51 1 per cent
to 40 b per centin 1987, and trom BG 1 per cent
1047 4 per centin 1982 Improvement in this
ratio, of course, also benetited from expansion in
export earnings Actual debt servicing in relation to
expart receipts amounted eventually 1o 30 5 per
centand 47 9 per cent i 18981 and 1982
respeciively

Actual debt servicing 18 likely torremain
relatively hugh as a propor tion.of expon
receipts, even if allowance is made for a turther
expansion in those receipts Relief ondebts for
which servicing has not yet been the subject of any
rescheduling, offers little scope awing 10 the tact
that the largest part of the leng and medium-term
external public debt has been cantractad on highly
concessionary terms  On the other hand, 1ssuing
and guaranteeing of letters of credit by the Bank of
lUganda was gradually slowed down and then

stopped completely towards the end of 1982 This
plit 3 brake un acoumulation of matured short-term
commercial obligations and will considerably
reduce debt servicing Debt service as a proportion
af expart receipts will, however, increase in 1983
and possibly beyond due 1o pnincipal repayments
{rtepurchases) to be made te the IMF an the
substantial drawings made from that institution
singe 1980 It should be recalled that conditionality
attached to these drawings include an obligation to
reduce the external arrears on a net basls by a
gertair amount, part of which has to be made
Ihrough cash payments

Understandings reached with the
Internanonal Manetary Fund provide far hew
external medium and long-term borrawing at
nan-concessional terms 1o be kept within certan
limits, while nes imit s put on soft loans This
provision will ensure that the debt profile dpes not
escalate beyond the country s means but allows
for a growthiin capital infiows

(1) Tentative estimates made by tha Watld Bank and the Intertiauanal Mongtary Flind nnicate an average miterest rate on this debt of
around 5 per cant, with an avetage maturity sl apprasimaiely 20 yeal s
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TABLE 18:

tiry eovillioar

MEDIUM AND LONG-TERM EXTERNAL PUBLIC DEBT
of US dolbars

end 1980

changesin 1981-1982 end 1982

olstanding
140.9
511 5

Multilateral

Bilateral

— OECD Countnes
Eastern blo
Islamic Countries
Eastern & Central Afri
Other

Total

an Countries

cancellation:
antrepaynients

17.2
128.3

drawings

83.5
211

autstanding

207.2
404.3

18 Z 55'” .It_lt: ]
¢ TH B 7
1B 5

AR.0) &

22 20 5
104.6 145.5 8
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Nive See Tapled b nihe stafistical appendis
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TABLE19:

were supstantally reduced
goond halt of 1981 anwards s a
ce ot eancellations, resc neduling, withir

External arrears
fram the

OrSEL

and outside the Paris Club provisions This

reduct was also partly realised hrough cash
payments.as reguired m the financial programmes
In fact. throughout the elghteen months penad.
luly 1981 - December 1982, this policy of arrears
recuct 35 sinctly adhered 10

EXTERNAL ARREARS: DEVELOPMENTS IN 1981-1982

b mlhions of WS dollars]
Medium and
long term publi
debt Other Tonal
Qutstanding at the beginning of 1981 1210 "a 121 0
2 Changes duting 1981 82
2 ot and matuning paymens 107 8 84 9 192 7
2 “tual payrment: 24 ¢ 50 139 8
2.3 ¢han 1Ealler Casl sactions 2 1-2 2. . +.—:r'$ 2 +29.9 +53 1
2.4 redut T|':Jr| rhrunp]l':- ancellation : ;|r|r1 r e I*‘.:lri ey — 16 3 = —108 3
> B averall 234214 —83 1 +299 —5H3 2
3 Om anehing . |r H e enet af 1982 379 299 67 8
LSowree Bank ol Uganda
Nite S Tamie 4 0 rofie 0atend 4l appendis
tal aspursed axternal debt of Uganda can THIS b disbursed amount does not include

be estimated at L S.5944 5 milion at the end of
1982 camprising
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committee determines the daily exchange rate of
the shilling on the basis of recorded transactions,
indications of the country’s economic situation and
requirements of national economic policy as well
as developments abroad, especially the
movements in the rate for the U S dollar, against
other currencies. This innovation not only modified
the official exchange rate for the shilling
considerably, but also influenced the rate at which
the shilling used to be traded on unofficial markets

In June 1981, the shilling lost almost 90 per
cent of its value to the U.S  dollar on the official
exchange market, dropping from U S. dollar
(0 122770 on average in May 1981 to U S dollar
0 012992 on average dunng the month, an almost
tenfold depreciation. Corresponding values of the
U S dollar expressed in shillings were shillings
8 1453 and 76 97 respectively, which means that
on average, the shilling value of the U S dollar,
rose by almost 850 per cent. Consequences for
the price system were, however, far less marked
than what would be inferred from these changes in
the official exchange rate, because before the June
1981 float prices of a large number

of goods on the local markets reflected, not the
official exchange rate but the unofficial one

The unofficial rate depreciated far less in
June 1981 Although only estimates can be used.
1t would appear that the ratio between the
unofficial and the official exchange rates fell from
coefficient 35 on average, |ust before the float, to
coefficient 4 O after the float. This means that, in
May 1981, the amount of shillings needed to
purchase a unit of foreign currency on the
unofficial market was about 35 times as much as
on the official market. In June 1981, this was
brought down to about 4 times

During the elghteen month pericd, June 1881
10 December 1982, the official exchange rate
depreciated gradually and the value of the shilling,
in terms of the U S. dollar, fell successively to U.S
dollar 0. 011744 as at end of December 1381
(shillings 85 16 per U.S dollar), U.S dollar
0.010619 as at end of June 1982 (shillings 94 17
per U S dollar), and U.S dollar 0 009538 as at end
of Dee}:ember 1982 (shillings 104.84 per U.S
dollar

Graph 7: OFFICIAL VALUE OF THE SHILLING EXPRESSED IN U.S. DOLLARS

US Cents per Shilling
1.32 =

1.12—

0.92 =T T T T T T T T T
Jun Aug Sep Oct
1981

Source: Bank of Uganda.

During the same eighteen months, the
difference between the official and the unofficial
exchange rates widened. but during the second
half of 1982, it narrowed markedly as a
consequence of the introduction of the Window
Two auction exchange rate and accompanying
measures described i Chapter 2 Among the
latter, mention should be made of the suspension
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of 1ssuing of import licences without purchase of
foreign exchange Between the inception of
Window Twa in the last week of August 1982, and
the end of December 1982, the auction rate fell
from Shs. 300 per U S dollar to Shs 240 per U.S
dollar, implying an appreciation of the shilling as
expressed in U S dollars
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Graph 8: VALUE OF THE SHILLING EXPRESSED IN U.S. DOLLARS ON THE WEEKLY AUCTION
MARKETS (WINDOW TWO) — SEPTEMBER TO DECEMBER 1982.

US Cents per Shilling

0 44
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Source: Bank of Uganda.

The still prevailing unofficial exchange rate
should be compared with the Window Twao rate and
not with the Window One rate On the average, the
discrepancy between the unofficial rate and the
Window Twao rate appears not to have exceeded 30
per cent during the last four months of 1982

The weighted average exchange rate of the
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shilling (i e Window One and Twa rates!, for the
whaole of the second half of 1982 was
approximately 122 3 shillings per U.S dollar On
the basis of the weighted average exchange rate,
the external value of the shillings expressed inU S
dollars thus depreciated on average, between the
first and the second half of 1982, by about 40 per
cent
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8.

8.1

During the period under review, changes in
broad money and their explanatory factors

Graph 9:

Billions of Shillings
16

=8

15t Half 1981

Broad Money

Source: Bank of Uganda.

Net Foreign Assets

Net foreign assets became more negative
and continued therefore to exert a contractionary
impact in accordance with the balance of
payments developments reviewed previously As
already mentioned, movements in the net foreign
assets of the banking system expressed in shillings
do not exactly match the balance of payments
outcome-expressed n U.S dollars. This is
attributable to the impact of the foreign exchange
rate fluctuations during the pernod and to time lags
in the recording of transactions with foreign
countries and therr effect on the foreign reserves
of the country Both sets of data are, however,
fully consistent. Thus. in accordance with the
relative improvement in the external position, as
shown by the balance of payments, decline in the
net fareign assets was much less significant in
1982 compared to 1981, Consequently external
transactions exerted a much smaller _
contractionary effect on broad moneyin 1982 than
in 1981

2nd Halt 1981

R

MONEY AND BANKING
MONETARY SURVEY AND LIQUIDITY

underwent impaortant modifications resulting in
contrasting developments in monetary aggregates

CHANGES IN BROAD MONEY AND EXPLANATORY FACTORS

2Znd Half 1982

1t Half 1982

[ Total Domestic Credit
= Net Credit to Govt.

Other ltems (Net)

44

Expansionary eftect of wotal domestc credit
was also different in 1982 andin 1981 with a
marked deceleration in 1982 compared to 1981 In
additian, the causes of expansion of overall credit
differed between these two years In 1982,
deceleration was due solely to a deceleration in
expansion of net credit 1o Government from 98.0
per centin 1987 to 16 7 per cent in 1982 (Table
20} Expansion of claims of the banking system on
the private sector accelerated to 103 5 per centin
1982 from 91.7 per cent n 1981 These claims
were virtually the only factor contributing to an
expansion in broad maney in the second halt of
1982

Lastly, mention should be made of changes
in broad money corresponding to changes in
other items (net} due to a number of accounting
adjustments after the float This had special
significance for the counterpartin shillings of the
revaluation of external assets and liabilities
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TABLE 20:

(In billions of shilhings, end of penod)

BROAD MONEY(M2)

COUNTER-PARTS

Net foreign assets

Domestic Credit . . -
Claims on government (net)
Claims an private sector

Other items (net) . .

MONETARY SURVEY

1980 1981 1981 1982 1982

Dec June Dec June Der
174 21.0 309 3410 384

=04 —5 3 —146 —184 —41.8

208 265 408 489 57 6
(148} (20.4) (29 3) (34.0) 134 2
(60 (6 1) (11 5) (14 a) (24 4)

30 02 =47 =35 =232

Source Bank ot Ugatina
Note Goe Tabln & 3 ana b 3k n the statistical appendis

On the whole, arowth in broad money
decelerated from /7 6 per cent (from end
Dacember 1980 10 -end December 1981) 10 24 6
percentin the following twelve months The
tormer rate approximates the inflation rate while
the latter 15 below it. reflecting a gradual hightening
of liquhdity in the economy  This development has
kept outstanding broad money within the

limits projected under the tinancial programimes
Broad money even stood below the taraet, set
under the 1982/83 programme, tor 315t
December 1982

In 1981, demand deposits exhibited the
fastest expansion while, in 1882, quasi-maney
expanded more rapidly than money supply

GRAPH 10: BROAD MONEY (M2) AND COMPONENTS; DECEMBER 1980-DECEMBER 1982
finbillions of shillings)
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TABLE 21; EXPANSION IN BROAD MONEY AND ITS COMPONENTS 1981-1982
(Increases in per cent, on the basis of end of period datal
Private

Currency Private time & Broad

n demand savings Money

circulation deposits deposits (M2)
1981

Dec 1980—June 1981 165 292 119 202

June 1981 —Dec 1981 422 (4.8 241 47 2
1982

Dec 1981-—June 1982 16 91 275 103

June 1982—Dec 1982 22.2 89 9.7 132

Sowrce Bank of Uganda

Three major factors explain different rates of
expansion in the components of braad money The
first tactor 15 the nominal adjustment of the economy
after the depreciation of the shilling. Thus, demand
deposits expanded among other reasons, because a
number of economic agents, such as the Coffee
Marketing Board, had their sales revalued in terms of
shillings  Secondly, the shift of disposable income to
rural areas, resulting from increase in producer
prices, provides an explanation for increase in
currency In cireulation. Farmers tend to hold a large
part of their financial assets in the form of currency
notes, for reasons ranging from a general preference
for liquidity to incomplete coverage of the rural areas
by financial intermediaries. The higher than average
growth rate of currency in circulation during the
second half of 1982 can be explained by a substantial
expansion in crop finance A third factor influencing
the comparative development of the components of
broad money Is the structure of interest rates. In the
first half of 1982 the relatively rapid increase in time
and savings deposits can be viewed as a
consequence of the October 1981 adjustment in the
structure of the interest rates. In the second half of
1982, the rate of iIncrease of these deposits slowed
down markedly. This can be explained by the
increase In interest rates on other categories of short
term financial assets, specifically treasury bills

Short term financial assets held by the non-bank
sector in the form of treasury bills ', expanded very
fast in the second half of 1982, namely from shillings
1.5 billion at the end of June 1982 to shillings 5.9
billion at the end of December 1982 This was In
response to rises In the interest rates applicable to

treasury bills as well as to moral suasion on public
enterprises to buy and hold treasury bills

Allin all, in 1981 the rate of growth of total
financial assets held by the non-bank sectors in the
economy was about the same as the rate for broad
money. During the year total financial assets grew by
78 5 per cent while broad money grew by 77 6 per
cent However, in 1982 total financial assets
increased much faster than broad money, growing by
385 per cent compared to 24 6 per cent for broad
money. Consequently, in 1982 there was a
discernible shift in the holding of financial assets in
favour of the more stable, interest-sensitive assets, at
the expense of currency and deposits with banks

(1) Governmient stocks which are long termy can be disregarded
since thew outstanding amaount hardly changed during the
period under review

TABLE 22: COMPOSITION OF
FINANCIAL ASSETS HELD BY
THE NON-BANK SECTORS

{in per cent of total)

Treasury Bills,

Money Time and

End of Supply  Savings Deposits
1980 December 719 28 1
1981 June 740 260
December 76.7 233

1982 June 733 267
December 67.0 330

Source Bank of Uganda

8.2 DOMESTIC CREDIT

In the field of domestic credit, the financial
programmes have a double aim 1o facilitate as much
as possible financing of the recovery of economic
activities and to keep growth of money supply in
check, in accordance with a desire to dampen
inflationary developments. Accordingly, iIncrease in
overall domestic credit (net) has been strictly imited
and relevant outstanding amounts have been subject
to quarterly ceilings. On the other hand, adequate
credit has been directed tewards productive
activities especially in the private sector

This double aim is reflected in the different
treatment given to the two components of domestic
credit, net credit to Government and credit to the
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private sector, under the financial programmes
While the outstanding amount of the former Is also
subject to quarterly ceilings, the latter is calculated as
a residue between the ceiling on overall domestic
credit and the ceiling on net credit to Government.

Overall domestic credit exhibited a considerable
growth, namely 96 1 per cent, from
end of December 13980 to end of December 1981
The bulk of the growth took place during the last
seven months of 1981, reflecting for the larger part,
adjustment of the economy to a changing
environment created by the May-June 1981
measures. Domestic credit was particularly
influenced by the depreciation of the external value of
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the shilhing and conseqguent adjustments in the
price system In addition, there was credit
expansion to Government to meet an important
backlog of iransactions related to foreign
exchange losses, corresponding to the difference
between the pre- and past Hoat exchange rates
This difference had to be borne by the Treasury
and partly explans the dommant share of claims ol
the banking system on the Government in the
expansion of total domestic credit The expansion
of total domestic credit slowed down considerably
during 1982 solely as a result of low recourse 1o
the banking system for deficit financing of
Government budgetary opetations In 1982, the
rate of growth of total domestic credit declined to
141 1 per cent as compared to 95 7 percent in
1981

The main part of net credit to Government

TABLE 23:

was provided by the Bank of Uganda Howevier

the percentage of net credit 1o Government by the
commercial banks rose gver the review penind At
the end ot September 1982 1t stood at 22 6 per
cent as against 9 b per cent one year earlier This
nse retlects the increase in the amount of treauury
bills held by the commercial banks as a resull of the
state ol high hguidity i the banking system
Towards the end of 1982, the share of commiaicl
banks in Government's financing by the banking
system dropped to 14 8 per cent Non-barik
sectors subscribed to a large part af the new
treasury bills issued, In response ta change: n
nterest rates and a "Buy Treasury Bills

campaign, whereas banks laced a substantial
expansian in the demand for credit by the private
sector, particularly with respect to crop finance
and financing of Window Two operations

COMMERCIAL BANKS' LENDING TO THE PRIVATE SECTOR

BY ECONOMIC ACTIVITY
(in billions of shillings)

. Trade &
End aof Total Agriculture Manufacturing Commerce Other
1980 December 123! 25 0/ 20 (1h
1981 June G0 24 07 21 08
Decomber M3 44 1.6 41 12
1982 June 147 66 243 49 09
December 27.2 83 38 57 23

Bk of Ligandta

Noter S Talale S s an the stansnoal appendix
115 Minndy Coop Finance

120 Manly Electicty, AWater and Transpart

S e

Credit to the private sector expanded
substantally after June 1981 Between June 1981
and June 1982, margmal increase amounted 1o
Shs 8 8 billion ar almost 150 per cent. Nearly half
of this expansion was accounted for by the
agricultural sector. mainly for the purpaese of crop
tinance ansing from the upward adjustment m
preducer ptices This 2xpansion continued during
the second halt of 1982 Selective credit palicy in
the farm of channelling a certain proportion of total
credit 1o the various economic activities, which
had not been vigorously enforced, was abandoned
It was replaced by the stipulation that at least half
of any increase in credit had 10 be extended to
crop finance. other agncultural credits, and
industry Furthermore, individual ceilings for banks
which had been introduced as one of the steps
taken to contain the rate of overall domestic credit
expansion were also removed On the other hand,
demand for credit was influenced by financing
needs associated with the importation of goods at
Window Twa although this turned out to be less
than anticipated, due manly 1o unfamiliarity with
the operation of the new system

Although considerable, expansion of credit to
the private sector remained below targets set
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under the financial programmes The revival of the
demand for credit had probably been over
estumated, considering the actual speed in
recovery of domestic activities and the slower than
anticipated disbursements of external aid Hows
Mareaver, at the microeconomic levels,
impediments to commercial banks’ lending such as
inadequate collateral and lack of audited accounts
were not removed at once

One consequence of the expansionm cradit 1o
the private sector was its effect on the hqguidily
position of commercial banks Theratoof loans and
advances to deposits exclusive of credit to
Government, wentup fromb1 6 per cent at the end
of December 198010 83 7 per cent at the end of
December 1982 During the same periad the
propor tion of lquid assets in tatal assets dropped
from 31 Oper centto 15 Oper cent Liguid assetsin
excess of the mimmum required under the law, viz
free iquidity, went up from Shs 4 7 billion at the end
of December 1980 to Shs 10 Bbillion at the end of
June 1982, but declined subseqguently to Shs 5 |
billion at the endof December 1882 Actually the
tightening of the banks' iquidity pasition was only
felttowards theend of 1982 with large differences
in the positions of iIndividual banks
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TABLE 24: INDICATORS RELATING TO COMMERCIAL BANKS

End End End End
December December June December
1980 1981 1982 1982
Share of credit to Government in overall credit (in
per cent ). . ) ! 310 450 393 194
Lending ratio in per cent ) H16 493 63 8 837
Liquidity ratio (in per cent ) 310 346 264 150
Free iquidity (Shs billion) 47 94 108 51
Source Bank of Uganca
LY Loans and acdvances in propariion ot deposits. excludes Inet) credit to Government

Lictondd asset= o oot 1t e

Liegndd assets in excoss ol legal requirements

In the second half of 1982, the hiquidity
pasition of the banks was influenced by anather
factor There was a shift in the composition of

tinancial assets held by the genetal public, brought
about by a change in the structure of interest rates,
which 1s commented upon in Section 8 3 below

8.3 INTEREST RATES

Several adjustments were made in 1981 and
1982 in the level, as well as, in the structure of
interest rates In October 1981 and July 1982 all
interest rates were revised upwards essentially

with a view of channelling financial assets to the
financial intermedianies while also taking inflation
into account

TABLE 25: INDICATIVE BANK INTEREST RATES
(in per cent per year)

June October July December
1981 1981 1982 1982
Deposit rates
savings deposits 50 80 90 90
tme deposits, min 1 year — 120 130 130
treasury bills 91 days 508 90 100 120
Lending rates
agriculture 86 130 140 140
miscellaneous . . 120 170 170 200
Bank of Uganda
rediscount rate N s i 70 90 100 125
rate for advances to commercial banks . | 80 100 110 13:8

Source Bank of Uganda
Note See Table 5 9 the statistical appendis

Modifications in interest rates triggered a
shift in the structure of financial assets Money
supply hardly changed in the second half of 1982,
with growth in financial asets taking the form of
quasi-money, and, above all, of treasury bills In
November 1982, the rate of interest applicable to
treasury bills was further increased and tax on
earnings was waived Consequently, towards the
end of the year, there was a noticeable preference
for keeping assets in the form of treasury bills This

development contributed to iquidity tightness of
banks at the end of 1982

The Bank of Uganda, for its part, adjusted its
rate for advances to commercial banks. in
conformity with the change in interest rate
conditions The rate for-advances was. thus, raised
from 8 O per cent prevailling in June 1981, to0 13.5
per cent in December 1982 while the rediscount
rate moved from 7 per cent to 12 5 per cent
respectively

8.4 FINANCIAL INTERMEDIARIES

Financial intermediaries comprise of two

development banks. five credit institutions. a post

office savings bank and eightinsurance companies
Credit developments, throughout 1981 and 1982,
were centered on the banking system Other
financial Intermediaries excepting the

development banks, have not taken an active part
in the rehabilitation process so far

During the period under review. activities ol
credit institutions and insurance companies were
hampered by economic uncertainties, which
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followed the Liberation War that tended to make
long-term investments risky to undertake This
environment led to a shift in investment
prograrmmmes of financial institutions, from the
normal long-term assets 10 short-term
investments, with a concentration on subscriptions
to treasury bills and giving of personal loans The
latter were usad in most cases, to acquire durable
consumer goods or assets with quick returns, such
as commercial vehicles

Develapment banks. especially Uganda
Development Bank (UDB), hardly fared any better
during this perniod Following the increase n its
capital the bank's ability to finance the
requirements of the recovery was shghtly
enhanced It also obtained several ines of credit
from international orgamisations such as the
Afnican Development Bank, the International Bank
for Reconstruction and Development and the
Furopean Investment Bank It manages, on behall

of the Government, lodns fraomt [slamic countries
and the Istamic Development Bank Most ol the
loans channelled through UDB are geared towatds
specific projects like financing small and medwim
scale projects, industrial rehabilitation, crop
farming and beel ranching In order to enable it to
better cope with this increased activity, UDB s
authorised capital was increased from Shs 0 b
hillion to Shs 2 O hbillion In August 1982

Since the break-up of the kast Afnican
Community in 1977, activities of the East Afnican
Development Bank were continually hampered by
its unresolved legal status Nat unil the
introduction of the 1980 New Charter, which
clearly redetfines the bank’s legal status, were
there any signs of increased activity. Thus in 1981
the bank resumed investment inindusinies ke
textiles and paper products, but only to a very
imited extent

8.5 EXCHANGE RATE, LIQUIDITY, AND CONSUMER PRICES

Table 26 depicts developments with respect
to three related variables. the external value of the
shilling lassessed an the basis of the various
exchange rates), iquidity (as shown by the
financial assets held by the general public), and
prices (as appraised incompletely and
approximately on the basis of the consumer price
ndices) Choice of periods for this comparison was
in the mam dictated by statistical possibilities

According to this table, developments in the
three variables, relating to periods which do not
include June 19811 e the month during which the
shilling depreciated othoially by 90 per cent, are
broadly in line with each other This 15 true with
regard to developments during the first and
second half of 1882, periods which reflect more
normal conditions than the corresponding ones of
1981

During the first and second half of 1982 the
depreciation of the shilling (shown by the increase

of the amount of shilling per U S dollat). liguidity
expansion, and increase in prices, remaned in the
same range, allowance being made for possible
statistical deficiencies However, durning the
second halt of 1982 the depreciation of the
shilling on the unotficial market was very imited
With the opening of Window Twa operations at
the end of August 1982, the econamic
significance of the unofficial market was reduced
even further and transactions conducted on that
market became minimal

For developments relating to periods
including June 1981, the depreciation of the
shilling as measured on the basis of the efficial
exchange rate, i1s not strictly reflected in liquidity
and price developments This means that the
official exchange rate was completely unrealisti
before June 1981 and that its June 1981
adjustment was to some extent, meraely a caten-up
withreality Thus. the Hoat attected the ving
conditions less severely than 1s commanlty dlleged

111 See listin table 5 100 the stanstical appendix
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TABLE 26: EXCHANGE RATE, LIQUIDITY AND CONSUMER PRICES

1981 1982
second
half first half second half Year
change change
against agamnst
carres- corres

change change  ponding change  ponding change
against aganst penod of against  pernod of against
Previous  previous  Previous  previous  Previous  previous
half-year  half-year year half-year year year

(in per cent, on the basis of averages for the period)
1. Exchange rate
ivalue of the U.S_ dollar as expressed
in shillings)

official rate (Window 1) .. o +320.7 +80 +3bH43 +14 9 +241 +87 56
weighted average officialrate .. +320.7 +80 +3b43 +398 +510 41120
unofficial rate (estmate) . . o 4762 +11.2 4959 =56 +5.0 +379
2. Liquidity
broad money . . o o +47 1 +14.2 +68 1 +100 +256 +42 8
overall short-term financial assets +46.7 +170 +721 +163 +36.0 +500
3. Consumer price indices . . 5%
middle-income group .. o +415 +131 +56 5 +176 +301 +41 0
low-Income group o o na +78 n.a +213 +309 na
Source Bark of Uaanda
(F Untl the Lirsthalt of 1982, same rate as the oficial rate. since the second half of 1982, average of the Window One rate and the

Window Twa rate weighted respectively by the transactions to which each one has been applied
Broad money plus Treasury Bills hetd by non banking sectors
{3 Avalable only since August 1981
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BALANCE SHEET AS AT 30TH JUNE 1982

1981

Shs

40,000,000

20,000,000
40,000,000
339,766,659

399, /b 6ba

8.585,280.400
102,614 391

1.695.070,094
7.318.353,/08

9,013,423 892

917.488 969
16.837.249 208
2.565,040,255
20,319.778.482
2.629,737.55h

1.013.278.552

42,063,869,931

LIABILITIES

CAPITAL
Avthonsed

Pad up
GENERAL RESERVE FUND
OTHER RESERVES

1982

Shs

A0, 000,000

CURRENCY IN CIRCULATION

MNotes
Cains

DEPOSITS
Government
Banks
Others

FOREIGN LIABILITIES
Banks
IMF
F-’\r»=u_|r' Loans

ALLOCATION OF SPECIAL
DRAWINGS RIGHTS

OTHER LIABILITIES

11.461,248.7565
103,309,754

23,281 415 38(
3.847,111.837

1,345.884.245

23174 12

2118817 088

Shs

20,000,000
40,000,000
449491417

509.491.417

11,564.558,509

28.474.411,462

25,978.,649,198
3.104,806,520

3.502,744.519

1981
Shs

§,227,542,837

141 544,215

8.369.087.0562

16.648 483

72,293,820

88,942 403

18,630.976,162
263,108,585

23.587.200

18,817.671.947

463,023,314
10.802.880,568
3.522.264 647

73.134.660.625

42 063,869,931

ASSETS

EXTERNAL ASSETS
Forewgn Exchange
Speaial Drawing

Rights

ltems. in Transit

INVESTMENTS
Government
Securites
Other Secunities

198
Shs Shs

3,161,173,662

518.093,244

313,606,217

3.992,778,123

31,645,540

63,000.000

94,645,540

ADVANCES AND BILLS DISCOUNTED

Government
Banks

Others

FIXED ASSETS
CURRENCY REVALUATION
OTHER ASSETS

L KIBIRANGO Goxerrior
S OTULY A MUHIEA Directon
H LINDSAY

48 474 B57.284

49,212.512,928

775,236,025
720,493
5.767.5

Chiet Accountant

73,134,660,625

as at 30th June 1982 and the profit for the year ended on that date

Kampala 28th July 1983

REPORT OF THE AUDITORS

We hiave audited the balance sheet set out-above and the profit and loss account set out on page 53 which has been prepared under the Fustorical cost convention We have
obtamed all the information and explanations which we considered necessary Proper books have been kept and the accounts are in agreement therewith
In our opinian the balance sheet and profit and loss account together with the notes set out an page 53 aive respectively a true and far view of the state of the Bank s affairs

Lawrie Prophet & Co
Certified Accountants
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PROFIT AND LOSS APPROPRIATION ACCOUNT
FOR THE YEAR ENDED 30TH JUNE 1982

1981 1982
Shs Sh

NET PROFIT FOR THE YEAR after providing for all expenses and

188,705,546 contingencies 2 w1 : S g1 459, 73
APPROPRIATED AS FOLLOWS

138,705,546 Transfers to Specific Reserves I1.45

50,000,000 Transters to Consalidated Fund )
188,705 546

290 4809 /AN

NOTES TO THE ACCOUNTS-30TH JUNE 1982

1 Assets and habilities in foreign exchange have
been convertedinto Uganda Shillings at the
exchange rates ruling on 30th June 1982

L

The Bank 1z exempt from payment of Income
Taxinrespect of its functions by the Bank of
Uganda Act, 1966

3 Government and other securities are valued in
the balance sheet at cost plus accrued

nterest

4 Capital Commitments:
The Bank has contractual and other
capital commitments in connection with
the extension of the Bank s Bulldings
Plot No 1/75 Nile Avenue It is not
possible to estimate the total value to
completion as the contracts are n
phases So far only phases 1 1o 3 have
bheen started

5 Statutory Requirements:

{al  The Bank has not comphed with the
pravision of section 24 of the Act.

18]

3

6

regarding the external assets holding:
vis-a-vis demand liabilhihies of the Bank
due to Government policies

Similarly, section 26 regarding the lint
of temporary advance to Government of
18 per cent of the recurrent revenue
budget has not been comphed with
throughout the year However, the ity
agreed with the International Manetary
Fund have been observed

Fixed Assets:

Fixed dssets are depreciated on straght
line basis so as to write thern Off their
useful hives as follows

Land NIL
Buildings

3 ; 4% [
Staff furniture and

equipment Ba
Bank vehicles ¢ B
Office furniture anc

equipment o : 20% pa
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10 OPERATIONSIN 1981 AND 1982

10.1 EXCHANGE CONTROL

During the penod under review, a number of
policy measures were introduced which aflected
the operations of the Exchanae Control
Department These compuised the liberalisation of
licensing procedires, the mtroduction of the two
tier exchange rate system, and the imports pra
nspection scheme

The iberahsation of export icensing
procedures introduced in Apnl 18982 which
became operative an the 28th May 1982, was
aimed at encouraqing the export of non-traditional
exports with a view to enhancing foreign exchange
earnings The Ministry of Commetce and the
Uganda Advisory Board of Trade were empowered
to process and grant export icences to any bona
fide exporter rather than restricting licences 1o
registered exporters as had been the practice A
positive response to this measure from the public
has been eqistered

The operation of the dual exchange rate
system has been highhghed elsewhere in this
Report The procedure tar processing of foreign
exchange apphcations for imports and invisibles as

well as conversion of export proceeds for cotiee,
cotton and tea, under the two windows are laid
down i a published booklet titled ~"Modification
to Foreign Exchange Arrangements

The pre-inspection of imports scheme was
introduced in 1982 under Statutory Instruments
1982 No 90 dated 31s1 May 1982 and became
operative on 1st July 1982 It 1s enforced with the
assistance of M/s Saciete Generale du Surveillance
(SGS) Its chief aim is to ensure that the country
pays true cost for itsimports, and that the quality
and quantity of the goods are commensurate with
the assigned valuation The first quarterly report
from the inspecting authority M/s SGS reveals
substantal foreign exchange savings as a result of
ther intervention
_ Ir his address to the nation on the 21st
Navember 1982, H E the President announced
Government decision authorising Bank of Uganda
to give special permission 1o companies and
individuals who have foreign accounts abroad, to
open resident external accounts with commercial
banks located in the country Regulatory
arrangements tor this have now been completed

10.2 DEVELOPMENT FINANCE

The Development Finance Department,
which had been abolished in 1979, was revived in
the period under review [ts man function s ta
re-introduce a production-onented credit systemin
Uganda largely to benetfit small-scale enterprises,
farmers. and less-developed areas in the country
Operationally this department manages the Credit
Guarantee Scheme, intended to cushion banks
aganst losses ansing from loans made to marginal

borrowers. In another vein, the Project
ldentification and Preparation Section conducts
regional surveys on explortable resources,
identfies and prepares project wnte-ups and
appraisals The Re-finance Section works out
channels of mobilising lendable resources. and the
Export Promotion Section 1s geared 1o a long-term
goal of promoting exports, especially the non-
traditional ones

10.3 INTERNAL AUDIT

Durning the peniod under review, a pre
auditing system was introduced, whereby all
payment claims are veritied before effecting
payment The Department also assisted vanous
currency sub-centres to set up and keep sound
accounting systems

On a imited scale. surprise inspections
were made at Bank headquarters and
up-country centres, to reinforce accounting rules
and the regular reconciiation of various
accounts

10.4 FOREIGN EXCHANGE OPERATIONS

The Foresgn Exchange Operations
Department was separated from the Chief
Accountant's Department and became fully-
fledged from 1st March 1982 Structurally, i1s
operations were not radically changed from its
traditional functions | e Dealing. Inward and
Ourward Bills However, with the mtroduction of
Window Twa transactions m August 1982, the
organisational structure changed Window Two
Secretaniat and Inward Bills ware placed under one

10.5

Inthe review period, the Banking Othce
continued 1o carry aut s tradimional funchons of
being banker 1@ the government. the cammercial
banks and 10 some international fimancial
nstitutions

section and Dealing and Qutward Bills under
another

In the penod under review, a department
operational manual was completed. and an
mvestiment Advisary Comimittee was formed in the
department to improve external myestment
management Similarly, a statement of Daily
Reserve position was amended to improve on the
interpretation of the country’'s gross reserve
miovements and refated foreign exchange dealings

BANKING

Over the period, a number of project
accounts including that of IDA. which form part of
the local counterpart of forewgn exchange received
on external loans and grants, were openad

)
=
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The office admimistered temporary advances
through Ways and Means to cover tempaorary
shart-falls between government revenue and
expenditure For the hirst ime since 1871,
however. government operated within set
borrowing imits, monitored on a weekly basis.

Recaipts of government funds increased from
Shs 372 5 milhon in 1981 to Shs 829 6 million in
1982, while 1otal payments increased from
Shs 2,910 3 million in 1981 to Shs 4,952 6 million
in 1982

During the period, new gavernment
computer and manual cheques replaced old anes
that were prone to fraud The system of collecting
goverment revenua from up-country was
streamilinad 1o ensure speady receipt

The Banking Office continued 1o supervise
transters of funds between bariks through the
Cleanng House. Although the number of nems tha
passed through the Clearing House dropped trom
442,014 1n 1987 t0 433,072 1n 1982, the valug of
these items rose from Shs 87 4 bilhionn 1981 1o
Shs 231 6 billion in 1982 This was partly dua to
the econamic measures of May 1987, which
included the tloating of the Uganda shilling

On the 1stof March 1982, tha Bank 1ssued a
new design of Bank Notes, The 1382 |ssue
These notes are circulating side by side with those
issued in 19789 The Bank recewved heavy deposits
fram commiercial banks duning the year. as the
public falsely anucipated currency exchange wher
the Bank introduced "' The 1982 lssue

10.6 BANK SUPERVISION

During the period under review, the Bank
Supervision Departiment concluded major
mspections of wo commercial banks eperatng
in the country It also carned out ad hoac
inspections of some branches of banks. mainly
concentrating on evaluating the banks™ advances.,
frozen accounts, and revenue and expenditure
ACCounts

During the last quarter of 1982, a number ot
credit measures were gazetted The overall lending
limits for banks were adjusted from 60 per cent to
70 per cent of the deposits 10 encourage banks to
tinance therenabilitation programme as well as
Window Two activities

Banks sectoral lending lirmits were also
relaxed and the institutions were directed 1o
channel 50 per cent of new advances 1o prionty
sectors of agniculture, export and manufactuning
Interest rates on unsecured advances, and trade
and commerce were allowed ta flpat upwards to
20 per cent, while those on advances to prionty
sectors wete kept at the levels fixed in July 1982

The Bank Supervision Department worked
closely with the Exchange Control Departrment fo
ensure the smoath implementation of Window
Two procedures regarding commercial banks
fareign exchange working balances, external
accounts, and sales of foreign exchange
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11  ADMINISTRATIVE AND STAFF MATTERS

11.1  LEGISLATION

Section 13 of the Bank of Uganda Act was The Central Banking Services Division within
amended 1o take cognisance of the floating of the the International Monetary Fund s working on a
Uganda shilling, and the introduction of the dual comprehensive revision of the Bank of Uganda Act
exchange rate system and the Banking statute as a whole

11.2 STAFF

At end December 1981, Bank of Uganda had Mr H. Niehues. Mr A Rahman (Foreign Exchange
911 members of staff This number grew to about Operations Department), Mr W J Vertongen
1,200, by the end of 1982 (Research Department), Mr F Lontoc (Public

Debt Office), and Mr H Lindsay (Accounts

Under the auspices of the IMF Central Department)

Banking Services, a number of expatnate staff

were seconded to the Bank somie of whom have The Office of the IMF Resident

since left These were: My O Schelin (Adwisor to Representative was opened in 1982, and 15 located
Governor), Mr L Q Choudry (Bank Supervision). in the Bank of Uganda headquarters

Training

Local Training Programmes attended by Bank of Uganda Staff during 1982:

Number of
Participants

As a stimulus to career development, and to
bridge the gap of inadequate training facilines
existent in the Banking industry, a fairly large
number of statt was sent for traiming abroad during
1982 The number of participants sent 10 courses,
seminars and advanced studies overseas amount
to H6, Among the institutions which orgarised
traiming and seminars were the International
Monetary Fund, Citibank Nairobr and Greece. the
& Central Banks of Kenya and Tanzania, Universities
of Strathclyde and East Anglia, U K | International
Bankers Course, U K | Federal Reserve Bank, New
York, US A | London Executive Programme etc

(1} Furst Aud Services at St
John's Ambulance
Assaciation and Mulago
Nursing Traiming Scheol
(Secretariat) v ; 39
(2] Records Management
Course at the Management
Training & Advisory
Centre. Nakawa (Central
Registry) . . 5
(3)  2nd Bank Manager s
Sermunar at Uganda
International Conference
Centre, Kampala (All

Departments) . . 2z 13
4)  2nd Cutrency Officers. Social Club
(5 ggmigg: ;g:‘"sr:g:’e\;glg';?} 2 Ban of Uganda Social Club was very active
Sl-énographeré{ml J throughout 1982 The football team was promoted
Dep'lr'tmems;“ 35 to Division One of the Natonal Football League,
5 ' ’ - while the netball tearm scored numerous victones
Total . . Wi 17 both at home and abroad

11.3 VISITORS

The Bank has been host to several missions the other connected with the rehabilitation of the
from the IMF, the World Bank. and other financial country’s economy, and of various parastatal
nstitutions All these missions were in ene way or arganisations ncluding Bank of Uganda

11.4 BUILDINGS

In February 1976, the Bank embarked on the existing space when the 14 storey buillding is
extensive expansion of its physical facilities at its completed Enhanced space will enable the Bank
headquarters A total of about 10.000 sguare to discharge its now extended functions mote
metres of floor space (s expected to be added to afticiently

Bams OF LGaMDa Mabganenent
Frant Row (Lett 1 Right!
Mr A Rahman, Mrs. § Odonga M R O Elanguyt. Mr L

Kitwangz, Mr H Kibrige N W Vartodgen M A S Niaia
Back Row (Lett o Right

Mt F X Tinkasionre, Mr JOM Kisold Muwanga M E
Rukyalekers Mr H Lesdsay M G Oualitu

ho
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SENIOR OFFICERS

las at 31st December 1982)

Governor < OHice Advisor to the Governor - Mr A S Niala
Banking Department Acting Lenera Manaaer . Mr B Kume

) Mr J Sseruyvanage, £
king) Mt A M K. Okema-Akena

Deputy General Manager (Currenc
Acting Deputy General Manager |

Chief Accountant s

Department Chief Accountant G 1] M H Lindsay
Deputy Chief Accountant . . 4 Mr G 5 Nteeba
Deputy Chiel Accountant (Aid Co-ordination) Mr 1T 5 K Mulindwa
Deputy Chief Accountant (Public Debt) Mr 5 Bahemuka

1ariat Acting Secretary Mr F X
Deputy Secretary (Finance) . Mr J Y

Acting Deputy Secretary (Establishment Mrs J

ihions Dep .-‘..'-'..:'..' 'hl Director Mr A Rabhman
Deputy Director : = Mr D G Opio-Okello

Research Departimant Directon - - Mr W Ve
Assistant Director ) . Mr G

Assistant Director 5 e ¢ Mr J B Nkwaju

Ititernal Audit Department Acting Director 53 Mr M K Kabugo
Acting Deputy Direcin ) Mr D Kanyoma Bukaat

Diractar NMr J M Kisolo-Muwarnoa
E!"."""r' [,,__ tor (Visibles r.l1_ S Odonac
A 1 Deputy Director (I ihle Mr € Obur

ment Director Mr B Rukyalekere
Deputy Director : = Mr H Kibirige
Deputy Director ) ) Mr T Collins
Assistan |‘r-||--f toor o = M o 4

Development Fnance

B ear el A g [?"l_ WCTOn " Mr G 'f.:-'-']I]T:_]




Bank of Uganda

PART IlI: STATISTICAL APPENDIX

1. PRODUCTION

GDP at Factor Cost by Sector of Activity, at 1966 prices, 1970 — 1982
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lndustry Production ot Selected Manufactured Commodities and Electric lty‘
Sales 1970 - 1982 : ; :

Recovery Programmie. Investment Phasmg tur Iclenuf:ed Proiectﬁ

2. PRICES

Administered Commodity Prices Apnil 1981 - December, 1982 .. o

Kampala Consumer Prce Index, Middle Income Group. Apnl. 1981 -
December, 1982 .. o
Kampala Consumer Price Index Low Income (:roup Augtml 1981 -
December, 1982 : e ;s = ; :

3. PUBLIC FINANCE

Government Revenue, 1980/81 — 1982/83
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Domestic Public Debt, December, 1980-December, 1983
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TABLE 1.1: GROSS DOMESTIC PRODUCT AT FACTOR COST BY SECTOR OF ACTIVITY, AT 1966 PRICES: 1970-1982

HUn milions of shillings)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1980 1981 1982

Monetary Economy o : 5095 52687 5,200 5,048 4,&‘}84 4,768 4,738 4,757 4267 3,822 3833 4,044
Primary .. : e : 1,981 1.839 1,877 967 1,833 1,761 1,696 1,696 1.603 341 1.339 1,493
Secondary’ : s 3 : g 815 848 816 /62 765 656 628 617 503 364 368 395
Tertiary . . o o 2,299 2580 2507 2319 2386 2:357 2414 2.444 2161 2118 2,126 2,156

Non- Monetary Economy i .. 2,187 2245 2342 2428 25256 2589 2673 2770 2.848 2,293 2,519 2,695
Agric ulture o . o 1.763 1,803 1,886 1,955 2037 2,08 2151 2230 229 /34 2168 2.340
Other - e # ; 424 4472 456 473 488 504 522 540 557 3 559 351 3bb

Gross Domestic Product . 7,282 7512 7542 7476 7609 7357 7411 7,627 7115 6330 6,115 6352 6,739
(of which Agriculture) o .. 13,644) (3,436) (3.566] (3,760) (3,706) (3,690) (3.692) (3,777) (3,753} (3.191) (2.968) (3,186} (3557

Saurces Ministry of Planning & Ecenomic Development, Bank of ( Jganda

e Agnculture. fore rr\, fishing and hunting. mimng and quarry n-:-1

(2} Cotton Ginring, CoHes cuning and s manutactuting, manufaciuring of Food Products. Miscellaneous Manufactuting. Electricity and Conatruc tion

13}  Commerce. Transport _.|-.j Commiune 5, Government services, Miscellaneaous services and Rents

(4)  Forestry. Fishing and Hunting, Construction
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TABLE 1.2: AGRICULTURE: PRODUCTION OF PRINCIPAL CROPS; 1970-1982
{In thousands of tonnes}

m

COMMODITY 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982

EXPORT CROPS
Coffee ¥ .. . . . 2015 1755 1837 2126 1991 1990 1371 1669 1213 1030 1355 975 1666
Robusta . . i . . (1874) (1595) (1629) (1962) (1820) (1820) (123 1) (161 6) (1190} (98.3) (1304) (930) (1523}
Arabica .. . . . 1141) (1620 (208 (164} (171) (170 (140) (43) (2 3) (4.7) (51) 45) (143)
Cotton = .. — : g - 86.4 764 760 794  BOO 319 24 7 138 202 1 41 51 51
Tea . . . . 182 180 234 220 220 184 154 152 110 18 15 16 24
Tobacco . . . . . 34 44 50 39 32 40 37 25 14 08 0.4 005 06
Sugar {raw) i ; .. 1440 1413 1214 68 6 405 239 182 114 79 53 24 3.0 na
Cocoa : . o o -— - — — = — =— — — 01 01 0.1 01

FOOD CROPS

Total Cereals: o - . 1.6330 14190 15130 1.4510 1.3890 1,7490 1,6810 1.5220 15450 1,2700 1,0780 1.1650 1.3480
Maize . . . .. 3880 4210 5000 4190 4300 5700 6740 5660 5940 4530 2860 3420 3930
Finger Millet N . . 7830 6500 5940 6430 5910 6820 5760 5780 5610 4810 4590 4800 5280
Sorghum . . . . .. 4620 3480 4190 3890 3450 4670 3900 3440 3500 3160 2990 3200 4000
Rice o o o o n.a na n.a. n.a 150 160 290 210 260 150 170 150 18.0
Wheat = FE : g el na na n.a. n.a 80 14 0 12.0 130 14 0 50 1750 8.0 ap
Plantains . . . 76570 75570 7.6340 8,1260 88790 9,106 0 8,137.0 8531.0 88440 6,090.0 56990 59000 6,6000
Total Root Crops: . . 41480 3,8420 3.8740 3.3640 4,3020 5,166.0 5,185.0 4,9180 4,0090 3,513.0 3,485.0 4,475.0 5.096.0
Sweet Potatoes . . . . 15700 14250 12240 12320 1,7860 1.953.0 2.0020 1,65680 1,6880 1,272.0 1,2000 1.300.0 1.600.0
Irish Potatoes iz . . n.a na na na 1660 2210 3450 2670 2930 1310 2130 1750 1960
Cassava .. . . _ 25780 2.417.0 26500 21320 23500 2,9920 2.8380 29930 20280 21100 2.072.0 3,000.0 3.300.0
Pulses ' .. : . . 2318 3178 3616 2600 2922 4198 4200 3370 3790 2030 1830 2930 3610
Oil Seeds ” " . . 2640 2819 2628 2427 2309 2331 2103 9370 2330 1230 930 1100 1240

Sources Cofiee Marketing Board, Lint Marketing Board. Uganda Tea Authonty, Natonal Tobacco Corporation. Cocoa Development Project and Ministry of Agriculture
{11 The tigures for food crops are estimates of total production, while the figures for export crops are official purchases only

(2} Figures are lora 12 manths' crop season ending September of the year shown

(31 Figures are for a 12 months’ crop season ending October of the year shown

41 Includes beans, field peas, cowpeas; pgeon peas and grams

%) Includes groundnuts, Soya beans and Simsim
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TABLE 1.3:

INDUSTRY: PRODUCTION OF SELECTED MANUFACTURED COMMODITIES AND ELECTRICITY SALES: 1970-1982

COMMODITY

Unit  Installed 1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
Capacity

Beer (K 11 47 500 37,962 45483 43487 38,784 23346 22,055 22497 6082 10021
Uganda Warag (Spinits) 000 tts 2.000 729 B14 859 543 526 420 34 71
Cgarettios (millions) Number 1,900 20039 1,784 1,813 1.86 303 233 /45
Shag Taba Tons 1R 82 108 135 15 & na Eit]
Cotton & Rayon Fabir D00 hinear

mits B5.000 495 46,178 483417 38068 3% i3.644 38,835 3 28443 15,101 210468 19145 20.049
Blanket: 000 pes 1. 500 I 154 1.396 204 363 o8 236 2 174 & a3 133 137
Matches tsimall sizel Cartaons

D arass) 60,000 49,269 25077 28.14F 3275 1.949 1477 1.434 3. 32¢ 1 964 3 350
Mitches large siza) Carans

{200 hoxes) 200,000 1,638 B. 26t 3.942 35 ' 404 419 2.280
Cemient D0GHtons 260 191 ag 3 13 2] 20}
Currugated ron shaats Tt 19.000 11.914 1,064 | 959 RO 471 2815
Sab Drinks ) 15 12.60C 1 K ana 4 ) Tia 1 4R7 1685
Hoey Q00 pes 3,240 - iate 223 ah BE3
Fishnets WAL PCS 489 03 25 a7 12 37
Bioycle Tyres and Tubes 0 p 2 1.382 391 /14 16H3 18 .
Footwear K0 P 5,000 - 2,454 1075 1075 078 h4y 463 it
Sugar Ta RS O 143 0¢ A1 hizh 18377 12464 5,000 .153 4,058 3 702 4 5e3

ELECTRICITY SALESBY U.E.B.

Total Domesthie Sales A | = 114 7 4 4h5.9 345 5 331 8 324 2 2354 494 2880 2859
Exports 10 Kerva A 247 2 267 b 2 2718 2970 1583 7 1786 21313
Grand Tortal ' [ 661 B r4 2 724:% f 8O3 haf 2 383 3 460 G 499 2
Shuréas Mir . o sant E e Development ang Ugarda Elecicity Board
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TABLE 1.4: RECOVERY PROGRAMME: INVESTMENT PHASING FOR IDENTIFIED PROJECTS

{in millions of U.S. dollars)}

1982/83 1983/84 1984 /85 Total
AGRICULTURE .. e 2 il e 5 = : - . 789 811 600 2200
Rehabilitation of the Coffee Industry o w : s y 20 = 250 106 60 416
Rehabilitation of the Tea Industry - - . : 5 - o 70 170 153 39.3
Rehabilitation of Cotton Ginneries . . o b8 58 —— 116
Integrated Food Production and Rural Dey ﬁlf}pmf-‘ﬂl in E 1»fe:rr\ and Nf 'TP‘frru LJ ;nn'jn = 200 10.0 10.0 400
Livestock Disease Control . . o ) o . . . 50 50 50 150
Rehabilitation af Ranching Schemes G ; o i i s i = 4.0 40 40 120
Other s ; o5 : : o . . o o o 12.1 287 19.7 B0 5
INDUSTRY a e ;s we i e e 3 i B 62 2 260 b33 2115
Uganda Steel Corporation . . o = : : o ‘s s P 24 44 64 13.2
Rehabilitation of Sugar Industry . . . o o o . o . 140 450 14.0 73.0
Industrial Sector Rehabilitation loans e ; i i i o= £3 350 350 300 100.0
Other ; -2 v . : . - it o o o 108 116 29 25:3
TRANSPORT . - ; ; . ; =a . o . 407 683 46 0 1550
Rehabilitation of Rallway Sector _ : : . . : - - 10.8 165 125 308
Maintenance and improvement of roads . . . o o o 234 44 & 335 101 4
Other o : _ : . - s o ‘i = i 6.5 73 — 138
MINERAL AND ENERGY o . o . . ; ; 158 170 86 414
Geophysical Surveys and Exploration o . o o ! o 76 6.0 36 17.2
Rehabilitation and Development of Small Mines > o : s : 09 20 10 39
Other ; . . o . . ) ) i 9.0 40 203
SOCIAL INFRASTRUCTURE : . o ) o ! 425 54.0 12.1 108.6
Rehabilitation of Primary Schools 50 5.0 — 100
Primary Health Care Facilities . . o o . o 50 50 50 150
Completion of Water Supply anl!-‘(l') : g g cia : ves 7.0 1.8 — 188
Rehabilitation of Water Supply and Sewe rar;ﬂ Systems in major towns _ . o 30 71 20 121
Other . . o o : ¥ : o o sy e 22:b 251 B.1 527
GRAND TOTAL .. . . : . i o . o . 240 1 3164 180.0 7365

Source Recovery Programme 1982-84,
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TABLE2.1: ADMINISTERED COMMODITY PRICES; APRIL 1981-DECEMBER 1982

1981 1982

April June September December March June September December
Minimum producer prices
for export crops (Uganda shillings per kg )
Coffee /00 20.00 20.00 35.00 36.00 50 00 50.00 50.00
Tea 2 60 4 00 4 00 6.00 600 10 00 10.00 10 00
Cotton & 00 15 00 15 00 30.00 30.00 40 00 40 .00 4000
Tobacco . . 865 21 60 21 60 53.70 5370 67 00 67 00 75.00
Cocoa 320 320 320 320 2000 3000 30 00 3000
Consumer prices for
Petroleum Products {Uganda shillings per litre)
Premium gas /44 81 00 81 00 825 .00 85 00 120 00 120 .00 1650 00
Regular gas 713 /8.40 78 40 80.00 80.00 110 00 110.00 140 00
Diesel 6 00 47 20 47 20 50.00 50 00 60 00 6O 00 a0 00
Kerosene 4 00 3000 3000 30.00 3500 40 00 40.00 80.00
Sources Ministry of Cooperatives. Caoffee Marketing Board and Bank of Uganda
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TABLE 2.2: KAMPALA CONSUMER PRICE INDEX FOR THE MIDDLE INCOME GROUP; APRIL 1981—- DECEMBER 1982
{April 1981 = 100)
1981 1982
Items Weight April June September December March April June September December
Food . 41 00 1000 127 4 1102 124.7 1324 136 8 1379 168.7 2023
Drinks and tobacco 17.0 1000 1306 109.3 104 2 1133 1196 1120 119.6 123 4
Fuel and lighting 6.0 1000 1199 1199 1312 141 2 1495 1771 1841 2281
Transport 100 1000 185.0 2400 2400 2400 2400 2560 256.0 3854
Clothing . . it 14.0 1000 347 4 3286 334 4 3861 3862 3785 3821 3896
Other consumer goods 10.0 100.0 1311 1002 108 5 1180 1218 1274 131.9 131.6
Other manufactured goods 2.0 1000 2368 2102 2003 245 2 2350 2053 2304 2330
Consumer Price Index 100.0 1000 160 1 161 6 168.6 1709 174 5 1767 188.3 2283
Source Bank of Uganda
TABLE 2.3: KAMPALA CONSUMER PRICE INDEX FOR THE LOW INCOME GROUP; AUGUST 1981 - DECEMBER 1982
(August 1981 = 100)
1981 1982"

Items Weight August September December March June August  December
Food o 700 100.0 102.4 88.8 100 6 116.2 1215 1526
Drink and tobacco 110 1000 80.8 89.7 904 73.9 74.2 75.8
Fuel and soap 80 100.0 957 771 1061 950 110.4 1130
Household goods 20 100.0 990 86 5 1140 129.8 129,56 126.6
Clothing o 90 100.0 122.8 96 4 120.0 132.7 110.2 127:6
Consumer Price Index 1000 1000 1010 88 1 1021 1118 1141 136.8

Source Mimstry of Planning and Econormic Development
(1} No price collection was done during September 1982
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(in mithons of shillings)

Table 3.1 GOVERNMENT REVENUE: 1980/81-1982/83

1980/81 1981/82 1982/83
Actual Actual Budget Frovisiona
Outcome
Taxes on mcome and protits . . 467 2.274 2,383 2487
PAYE s ; (116! (255] (162) {275}
Selective incame levy . 12713 (266! ~ —
Other ) o . (3300 (1.763) (2.221) (2,212
Taxes on goods and services 1,460 9.520 12,950 13.892
Sales 1ax 5 s (1,066 (7.478) (9.500) 10.587)
Public sectar investment levy ; (245) (7 —
Excise duty o o ) (107} (1,839] {3,000) (2,841)
Commerclal transactions levy .. (48) (196) (450 (4701
Taxes on international trade . fR1 11.928 15,930 22,516
Import duties s - ; (569} (5.169) {6, 150) (B.458)
Exportdutes . o . (112} (6, 7591 (9,780) (16,058
Exchange profits % it ;s — 11.000 11.600
Revenue stamps Q 12 20 35
Public enterprise dividends . o 34 99 — =
Fees and Licences under Traffic Act and
Departmental charges . . ) 34 271 G427 27
Drivers permits ) ) 4 7 20 ¥
Freight charges on forewgn registered
vehicle " = 32 279 750 1,161
Other | | ) . . 2 == = =
Total revenue . - % i s 2,730 24 390 43,995 51,713

Source Mhrstry of Finance and Bank of Uganda

('Jq
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TABLE 3.2: GOVERNMENT EXPENDITURE; 1980/81—1982/83

(in millions of shillings}

1980/81 1981/82 1982/83
Actual Actual Budget
Recurrent expenditure
General Rubl!c services 1,722 3.638 6,410
Security 5,786 9,830 11.650
Education 1,367 7,368 6,737
Health ; o 487 1,586 1,846
Other social services . 270 1.013 1.113
Economic services 1,217 3.693 4,817
Rural industries {631) (1,241) (2,000)
Other (686) (2,452) (2,817)
Unallocable . e 1,173 5,841 7,161
Transfers 1o local authorities (373) (828) (892)
Other (800) (5,013)" (6,269)"
Total recurrent 12,021 32,869 39,734
Development expenditure
General public services 212 905 1.188
Security 86 373 480
Education 181 748 640
Health 2t 79 308 520
Other social services . . 45 85 2217
Economic services 1,376 4,628 13,493
Rural industries o (909) (1,831) (3.647)
Manufacturing and mining . . (59 (652) (4,086)
Transport and communications (40) (779) (2.161)
Works and housing (243) (915) (1,910)
Other (125) (451) (1,789)
Unallocable e 58 428 78
Local government . . (58) (55) (78)
Other (—) (373) (—)
Total development 2,037 7.376 16.629
Other expenditure” —987 2,734 4,546
Total expenditure 13.07] 42 978 60,900

Source: Mimistry of Finance and Bank of Uganda

(BN
(2)

{3
(4)
(5}

Checks-issued basis

Comprises Defence (recurrent and development budget), Internal Aftairs, Police and Prisons. and statutory expenditure on

security arrangements

Includes Ug Shs 3 8 bilhon of government customs duty and sales tax payments by the Ministry of Finance
Includes budgeted amounts for foreign exchange losses on arrears and reduction in domestic arrears
Includes the difference between cheques issued and cheques cashed in the same financial year, net change in extra-budgetary

fund balances and contingencies
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TABLE 3.3:

end of perod)

DOMESTIC PUBLIC DEBT; DECEMBER 1980 TO DECEMBER 1982
fin milians of shillings,

1980 1981 . B 1982
December June December June December
A. BANK OF UGANDA 12,439.6 18.115.1 20,215.3 24,579.8 29,128.0
Ways and Means Advances 11,707 4 16,8360 19,634 2 25,8283 30,203 ()
Treasury Bills : 1 7 16+ '8 4 313 0
Government Stocks . i 05 2 3.2 3
Uncovered Foreign  Exchange
Purchases 73000 | 262 4 1.2% k —
Less Government Deposits — 7100 | 2830 1,08
B. COMMERCIAL BANKS 2,408.2 2,259.0 9,117.0 9,315.9 5,047.1
Treasury Bills : ;s 641 9 6505 8 7.105 1 7413 4 3,155 0
Government Stocks g8b 6 2 26%.5 20885 1,992 & 1.9492
Direct Loans ! 7 119 15
Less Government Depos)t . 1208 609 8" 103 2 90 0 102 A
TOTAL BANKING SECTOR
NET CLAIMS ON GOVERN-
MENT (A+B) 14,847.8 20,3741 29,332.3 33.895.7 34,1751
C. NON-BANKING SYSTEM 1.636.3 1.656.9 2,387.4 2,646.3 7.038.7
Treasury Bills bt 4 ST 121711 1.479 1 5,892 6
Governmeril Stocks 9799 a79 2 11783 167 2 1 14¢
TOTAL DOMESTIC DEBT {A
+B+C) 16.384.1 21,931.0 31.719.7 36,542.0 41,213.8
Saurce Bank of Liganda
! Mropect A it
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TABLE 3.4: TREASURY BILLS ISSUED BY HOLDERS (FACE VALUE): DECEMBER 1980~

DECEMBER 1982
(in millians of shillings)

Year/Month Bank of Commercial Others TOTAL
Uganda Banks
1980: December ' i . s it i ¢ 6419 556.4 1.2000
1981: March o o - o v 04 636 2 b64 4 1,200.0
June s : 2 : - 165 605 8 577 7 1.2000
September o o o o 111, 1 5652 623.7 1.200.0
December i s ¢ i 284 7.105.1 125307 8.344 6
1982: March o o . . o 02 5,683 1 1,8213 7,504 6
June ; : : i : o 313 74134 1,479 1 8.923.8
September o o o . 142 5,6550 2,8885 8,657.7
December : S . ot 1.8 3.156.0 58926 9,049 4

Sowrce Bank of Uganda

TABLE 3.5: GOVERNMENT STOCKS ISSUED, BY HOLDERS (FACE VALUE); DECEMBER

1980-DECEMBER 1982
(in millions of shillings)

Year/Month Bank of Commercial Others TOTAL
Uganda Banks
1980: December o o o o 05 1,885 6 9799 2,866 0
1981: March o o o o are 05 1.885 6 9799 2,866 0
June o o o o o 02 226156 9792 3,240.9
September ) i - i 02 2,086 7 1,175 6 3,2625
December . o o o 0z 2,0885 1,176 3 3,265.0
1982: March ‘3 il - s - 02 2,088 5 1,176 3 3,2650
June o ) . o o 3.2 1,992 5 1,167.2 3.162.9
September s : - > 32 1,992 1 1,167 .2 3.162.9
December o o o o 30 1,992 1,146 1 3.141.2

Source Bank of Uganda
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TABLE 4.1: OFFICIAL EXCHANGE RATES'"; JANUARY 1981-DECEMBER 1982
lin shullings per unit of currency)

us Pound Deutsche Swiss French Japanese
SDR dollar  Sterling Mark Franc Franc Yen
1981: January 9 66 759 18.12 383 420 1 66 00373
February 9 66 / 80 18.28 367 4 06 159 00382
March 966 / 87 17 53 373 409 158 00378
April 9 66 / 96 17:45 371 407 161 00372
May 9 66 812 17 16 360 397 151 00374
June 89 46 76 75 151 07 3228 3717 13 b0 0.3437
July 91.59 79 39 149 18 32 57 3974 13 71 0.3428
August . 90 73 81 66 148 88 32 69 3774 13 67 0 3502
September 91.80 80 52 146 26 3593 39.85 14.29 03511
October . 92 28 7913 145 66 3514 41 95 14 07 03420
November . . 94 69 78 25 148 60 35 23 43 82 13 94 0.3494
December 99 1 85 56 163 36 37 90 4718 14 98 039156
1982: January 98 08 86 03 162 38 37 56 46.71 14 78 0 3834
February 87 14 85 99 159 07 36 36 45 51 14 32 0 3656
March a5 45 85 83 155 16 36 08 4552 13 99 03568
April 97 04 85 84 152 14 35 85 43 88 1377 0 3522
May 101 62 8742 1568 26 37 66 44 87 1525 0 3691
June 105 62 94 17 165 60 38 80 4532 14 36 03752
July 109.21 98 67 171.20 39 89 4710 14 39 03869
August 107 50 99 16 171.27 40 01 4708 14 3h 0 3836
September 10723 99 07 169 .82 3953 46 .42 14 04 03780
October ) 106 23 939 70 169 32 39 39 46 00 13 96 0 3683
November . 108 17 101 74 166.21 39 81 46 .35 14.09 0 3846
December . . 11505 104 84 169 69 43 40 5102 15 63 04317
Source Bank of Uganda
(11 Monthly averages of middle rates, except for the SDR the rate of which relates to the end of the manth
TABLE 4.2: WEEKLY AUCTION EXCHANGE RATES (WINDOW TWO):
AUGUST-DECEMBER 1982
(shillings per U S Dollar)

Week Rate
27/ 8/19821w0 3/ 9/1982 . 300.00
6/ 9/1982 10 10/ 9/1982 .. 30000
13/ 9/1982 1017/ 9/1982 . 30000
20/ 9/1982 1024/ 9/1982 .. 30000
27/ 9/198210 1/10/1982 .. 30000
4/10/1982t0 8/10/1982 L, 29000
11/10/1982 10 15/10/1982 . 280:00
18/10/1982 t0 23/10/1982 .. 28000
25/10/1982 t0 29/10/1982 .. 27000
1/11/19821t0 5/11/1982 . 27000
8/11/19821t012/11/1982 .. 250.00
15/11/1982 10 19/11/1882 .. 25000
22/11/1982t0 26/11/1982 .. 25000
29/11/18821t0 3/12/1982 . 24000
6/12/1982 to 10/12/1983 . 24000
13/12/1982 10 17/12/1982 . 24000
20/12/1982 10 24/12/1982 .. 24000
28/12/19821031/12/1982 . 24000

Source Bark of Uganda

69



Bank of Uganda

TABLE 4.3: BALANCE OF PAYMENTS, 1981-1982
(in milions of U S dollars)

1981 1982
1981/1982
1sthall 2ndhalf Year Isthalt 2nd hall Year Fiscal year
A.CURRENT ASSETS
Merchandise trade —83.6 —85.6—169.2 —52.8 —69.7—-1225 -—-1384
(Exports, fob) .. o o (107.8) (137 7) (2455) (167.2) (177 .8) (335.0) (294 9)
{Imports, fob) .. i : 3 (191 .4) (223.3) (414.7) (2100} (247.5) (467.85) (433 3)
Services (net) . ) o —-57.8 —63.5—121.3 —55.4 —65.5—-1209 -118.9
(of which interest ¢ hargps) ‘s (82 (67) (149 (128 (124} (262) (19.5)
Unrequited transfers (net) ;s +55.1 +65.5+120.6 +74.0 +56.3+130.3 +139.5
Balance on Current Account . —86.3 —83.6—169.9 —34.2 —78.9—-113.1 —117.8
B.EXCEPTIONAL FINANCING: DEBT
AND ARREARS CANCELLATION — +687 +687 = — — +68.7
C.CAPITAL ACCOUNT
Medium and Long-Term (net) .. —24.3 —73.5 —97.8 +3.7 +35.4 +39.1 —69.8
Official inflows - ) 98 50 6 604 533 1617 2150 103.9
(New drawings) .. o o (98 (248) (346) (193) (bO7) (70.0) (44 1)
(Reschuduled principal) - s2d (—) (258) (258) (340 {289) (629) (59 8)
(Rescheduled arrears)” o . (—) (—) (—) (—) (—=82.1) (82.1) (=
Official outflows .. . R 341 1241 1682 496 1263 1759 1737
(Scheduled repayments) . . e (34 1) (BH4) (895) (496) (442) (93.8) (106 0)
(Principal cancelled) o o (—) (445) (445) (— (—) (—) (44 5)
(Arrears cancelled and
rescheduled)” .. . o —) (242) (24.2) (—) (82.1) (82.1) (24 2)
Short Term (net) . . o o +616 —147 4469 =299 +260 -39 (+44 6)
Commercial Banks . . e 483 —-48 435 +14 -—-97 -—83 34
Usance letters of credit {nm} o +185 4127 4312 —145 —63 -208 —18
Other trade credit (net)™ .. i =121 +213 492 —928 +678 -2560 -715
Other (net} . : i +469 —-439 430 +760 —258 +502 +32.1
Arrears not shown slsewhere"
{movement net) . . a +23.2 +4.3 +27.5 +42.6 —17.0 +25.6 +46.9
Balance on Capital Account o +60.5 —83.9 —23.4 +16.4 +44.4 +60.8 —-67.5
D.ALLOCATION OF SDRS .. . +65 — 65 — — - —
E. OVERALL BALANCE A+B+C+D .. —193 —988-—1181 —178 —345 —5Hh23 -—1166
F. FINANCING
Monetary Authorities .. o 4193 498841181 4178 +345 523 +1166
Change IN gross reserves . . i —844 4537 =307 +20 —191 =171 +55.7
IMF (net)® - - o +774 447 7+4+1261 42568 +566 +823 +735
{Purchases} o o o (950) (466} (141 6) (39.2) (B4.2) (934) (85.8)
(Repurchases) = - (12 3) 04) (1270 (49 {0 7) (5 B) (53)
(Exchange rate ad|usn‘nenm . (=53) (+15) (—38) (—85) (+3.0) (—5D5) (=—7.)0)
Other (net)” ; e o 4263 -=-26 4237 —100 -—28 =129 —126

Source Bank of Uganda

(n

(91

This amount Is 8 MINMuUMm siNce some nterest payments are recorded under principal repayments shawn in the capital account
by lack of sufficient infarmation

Rescheduled arrears are taken simultaneously both as an inflow and an outflow Cancelled arrears are shown as a credit under ine
B. exceptional financing and as an outtlow in the capital account

Include some interest payments which could not be separated trom the principal repayments (see nota 1 hereabovel

This item shows abstraction being of arrears cancelled and rescheduled enther the net increase in outstanding arrears dunng the
period or the net reduction in cutstanding arrears through cash payments

In this presentationof the balance of payments the movement of external arrears has not been treated as a financing item buts
already accounted for above the line

Based on the-end of the penod data Sing (+) increase in net labihties (or ingrease n negative faregn assets), sign (=1, decrease
nnet hiabilites
Sign (+) decrease in gross reserves, sian {—! Increase in gross reserves|

The movement in the net position has been based on end of peniod data while the data for purchase and repurchases are shown at
the value of the data at which they have been taken place the reconcilation of the latter with the former s accounted for by the
fluctuations in the exchange rate for the U S dollar which on average appreciated in 19811982, the financing flow shown by
end ol the penod data is therefore smaller than the flow which actually took place

Movement in net liabilities other than the net use of the IMF credit, 1s largely accounted for by the movement in the credit provided
by the Central Bank of Kenya (so called Kenya Swap)



Bank of Uganda

Table 4 .4;

(in millions of shillings, end of period)

NET FOREIGN ASSETS OF THE BANKING SYSTEM; DECEMBER 1980-DECEMBER 1982

1980 1981 1982
December May June December June September December
BANK OF UGANDA
Foreign Assets 22.7 13 83706 3.7456 3:892:1 6.621.8 78001
Foreign Exchange (22.7) (11.5) (8,227 b) (2,297 .2) (2,767 9) (4,332 6) (5,923 4)
SDR's (—) (1.6) (143 1) (257 7) {617.5) (1,376 Q) (607 8)
Others . — — — (1.190.7] (706 7) (913.2) (769 9}
Foreign Liabilities . . 5681.0 608 6 14,094 4 19,263.2 433062 28,1360 30,6320
Use of IMF Credit ({461.7) (364 7) (10,761.9) (1585/.7) (20,600.8) (25,281.7) (28,004.1)
Other Liabilities (99.3) (243 9) (3,332.5) (3,395.5) (2,804 4) (2,854 3) (2,627.9)
Net Foreign Assets ~h38.3 —59B5 —5,7234 —1580768 —19.31317 —21.514.2 —=233309
COMMERCIAL BANKS
Foreign Assets 1400 121.8 Bl@.2 995 2 1,061.7 2,285.0 2,654.9
Foreign Liabilities 316 407 B9y 885 1834 Biu2 667 2
Net Foreign Assets 108 4 81.7 4505 9127 8783 1,665.8 1,987 7
TOTAL NET FOREIGN ASSETS —429.9 —~=518.3 —b2733 —145949 —1B4348 —19,8484 —21,3432

Source Bank of Ugand:
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Bank of Uganda

TABLE 4.5 MEDIUM AND LONG-TERM EXTERNAL PUBLIC DEBT; 1980-1982"
linmilhons of U S dollars)
1st half 1981 2nd half 1981 1st half 1982 2nd half 1982
repay
end June ments  end Dec ghd June and Dec
srd 1980 1981 and 1981 1982 1982
o FEpay out cancel- aut- repay ot repay aut
CREMITOR standimg  drawimags merds  standing  drawings lation  standing  drawings ments  standing  drawings ments  standing
Multilateral 140.9 6.0 0.9 146.0 13.8 1.8 158.0 13.7 4.3 167.4 50.0 10.2 207.2
Bilateral 5 511.5 38 3.7 501.6 11.0 91.0 421.6 5.6 11.2 416.0 0.7 12.4 404.3
OECD Countrss 2234 14 0.2 2271 105 B&5 169 1 4.3 45 169 9 28 1671
Eastern bloc ) / b6 B 03 bbb 30 B2'b b 520 o7 827
Islarme Countries 30 370 — = 370 — D2 368 13 355
Cantral Afncan Countries 1685 120 1656 5 — 19 6 137.0 0 1300 I8 1225
Otk 2673 na b2 255 05 = 26.0 13 27.3 a8 265
TOTAL 652.4 9.8 14.6 647.6 24.8 92.8 579.6 19.3 15.5 583.4 50.7 226 611.5

Source Bank of Liganda
 Excluswe ol & small number
(rternanonal Moretary Fur

api Oximate be

of debts which ara still under discussion and debts incurted directly by the Bank of Uganda

ause [ Vio

andd 1982, converson in W S dollars are prosimate

and credit ing Bank af Kenyal No account has yal been taken ol the exports of maize te Tanzama which started towards the end of 1982 The table s turthermore

soime debts, the recanailiation betwaen the Uganda records and the Creditors records s still i progress, and (i) owing to the large axchange rate Huctuations in 1981



Bank of Uganda

TABLE 4.6:

EXTERNAL ARREARS; 1981-1982

{In millions of U S dollars!

i)

1sthalf 1981 2nd half 1981 1sthalf 1982 2nd half 1982
Longand Other Longand Other Longand Other Longand Other
medium medium medium medium
term term term erm
Public Public Public Public
Debt Debt Debt Debt
1 Outstanding at the begin-
ning of the period . . .. 121.0 n.a 144.2 na. 121.7 26 124.7 422
2 Scheduled or maturing pay-
ments 5 ; 380 a 327 26 187 56O 7 184 316
3 Actual payments 148 a 310 - 157 111 231 43 9
4 Change in arrears dnt,l' Cnsh
transactions 2-3 +232 na +17 426 +30 +396 —-47 =123
5 Change in arrears 1hf0uqh can
cellation and rescheduling — —  —242 -= — — =821
6 Overall change in arrears 445 +23.2 na —225 <426 +30 +396 —868 —123
/ Outstanding at the end of
the period: 1+6 144.2 na. 121.7 26 124.7 422 37.9 299
Scource Bank af Uganda
(11 Exclusive of the arrears in respect of remittances 1o foreign arlines. lre U S 37 3 million, anginating from transactions whict 100k
setore June 1981 ]

d agamnst
1o ol companies

TABLE 4.7:

which have bDeen

G81

treated as

ot arrears which were still in negatiation durning the penods reviewed and overdue payments for imports
ash, the status and., in several cases, the amount of which are still to be ascertained Exclusive als

for the months preceding September 13987,
[_'-,;\.rnlc-lul-_', N analogy with the systemin force since SELKEH‘.D"-."-’ 1

shart-lerm credit 1o the balance o

RELATIONS WITH THE INTERNATIONAL MONETARY FUND
(In milions of SDRs|

A Position as at 31st December, 1982

B

Quota
Fund holdings m‘ local n"lHTF'ﬂC\.n'

of which compensatary financing fe

Net cumulative allocations of SDRs

Holdings of SDRs

Trust Fund loans outstanding .

Forthcoming purchases under appr va‘d

stand-by agreement
Forthcoming repurchases

Transactions 1981-1982

SDR Allocations
Purchases
Réfpm'{.l"a:.e:-
Interest and Charges

cHity

SDR 75

SDR 314 9{419 .87 per
cent of quota)

SDR 74 4199 17 per cem
of quota)

SDR 294

SDR 101 or 34 4 per cent
of net cumulative allo
catnon

SDR 225

SDR 625
SDR 44

1981 1982
SDR 51 5
SDR 1225 850
SDR 103 50
SDR 6.8 175

& Bank of Uganda
SDR 25 n st in the first quarter, 1983
SDR O ¢ the | 1983

B rllion in

G

the spennd rualter

and the balance i the second auarter of 1983
ind SDR 2

of 1983



v

Bank of Uganda

TABLE 5.1a:

BANK OF UGANDA: ASSETS AND LIABILITIES ASSETS; DECEMBER 1980 DECEMBER 1982

{in mitlions ot shillings)

Discounts & Advances

Total External Official Other Total
End of Period Assets Government Entities Government Banks Assets Assets
1980:
December 227 2:2 1250 12,834 0 - 1.950.7 14,934 6
1981:
March 146 9 09 2005 13,866 5 - 2,369 9 16,5684 7
May 186 170 2035 15 564 1 — 2.553.2 18,356 4
June 8,369 0 167 203 5 18,098 5 2631 19,956 2 46,907 O
September 4,744 8 113 2035 23,4397 182 8 20,349 2 48,931 3
December 36124 286 203 5 20,896 7 2180 21.8891 46,848 3
1982:
March 3,794 5 04 203 5 24,042 5 149 5 18.969 5 47,159 9
June 3.992 8 345 20356 25,8283 933 19.771 2 49,923 6
September 6,593 2 174 203 5 26,098 b 101 5 19,333 3 52,347 4
December 1.301 1 4B 203 b6 30,2031 1.964 9 19,251 5 58,928 9

Souwrce Bank of Uganda
(1) Consists of Uganda Electncity Board, Uganda Athines and Transocean

(2)  Including up 1o December 1981, the coumerpart of Foreign Exchange sold to Governmeant without local cover

13)  The fluctuations in this 1em are due th changes in the value of the Uganda shilling vis-a-vis the U S dollar since June, 1981, which s reflected in the Cutrency Revaluation Account



Bank of Uganda

TABLE 5.1b:

BANK OF UGANDA: ASSETS AND LIABILITIES LIABILITIES; DECEMBER 1980 DECEMBER 1982

tin mulhons of shillings!

Currency in circulation

Domestc deposits

Inter-
national
General Bankers Govern Official External Manetary Other Total

End ot Penod Pawt up capiial Reserve Notes Coin Deposits ment Entities Deposits” Fund Liabilities Liabilities
1980:

Decamber 200 400 65125 950 3.809 4 — 821 93 6 5289 3.647 1 14,934 6
1981:

March .. 2000 400 0.694 2 9.7 5,086 2 = g24 /10 4,038 6 16,584 7

May 2000 400 7,696 2 96 0 b.bh304 — 112 4 243.9 4,203 6 18 3564

June 200 400 75684 102 G /7.3184 /84 3.3325 11,809:5 46,907 O

September 2000 400 843006 96 4 89.328 1 — 1406 3,330 2 10,707 2 48,931 3

Decembe 200 400 10,905 1 TR 2,778.4 2124 394 0 3398 5 8.636 0 46,848 3
1982:

Mareh . 200 400 0,583 2 103 3 53290 697 5 8425 3.570 4 20,284 1 H.689 9 47.159 9

June 2000 400 1.461 2 1033 3,326 1 6350 6316 2,804 4 23,174 2 71.7278 49,923 6

Septemitier 20010 400 12.038 4 1032 1.664 5 1,680 6 h26 3 2.854.3 26,806 8 a7 as 52347 4

December 200 400 T4 1322 103 3 3.388 5 1,418 3 1.035.2 26279 29850 7 53118 58,9288
Scrrcer Bank of Ugandda
11 Depestts muades by Government for the par chase of foreom exchanae
2)  Include Toreign banks depadsits and other loragn labiline usive o the hiapilines 16 the Intematicnal Monetary Fund shown separately
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Bank of Uganda

TABLE 5.2a: COMMERCIAL BANKS' ASSETS AND LIABILITIES-ASSETS; DECEMBER 1980-DECEMBER 1982
(in milliens of shillings)

Reserves
Claims on Claims on
End of Balances with Foreign Central Private Other Total
Period Cash BankofUganda Assets Govt. (Gross) Sector Assets Assets
1980: December ¥ i ol 364 0 42226 1400 25785 6,750.56 8,771.1 21,8267
1981: March . g 4127 5,745 4 781 2.5394 5,892 2 9,368 9 24,036 7
May .. - s : - 424 5 6.027 6 1218 2,284 6 6,038 8 7,742 7 22,6400
June .. . . . 398 8 7.487 .2 5102 2,334 9 5,955.1 8.3250 25011.2
September .. ; ;s 574 1 1901870 786.5 2,7353 84709 11,203 7 34,807 b
December . . . 664 8 34753 995:2 9,197 3 11,2550 13.637 .5 39,2251
1982: March . - Ry 965 3 6,548 2 999 6 7.401 1 13,388 3 19,6461 48,848 6
June 1.067.0 3.8286 1.061 7 9.523.5 14,7106 26,743 9 56,9253
September 1.061.8 1.724.1 2,2655 7,361 2 17,082 7 25,046 8 54,542 1
December 1,4001 1,230 8 2,654 9 5,082.8 21,163.3 33.732.2 65,2641

Source Bank of Uganda
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Bank of Uganda

TABLE 5.2b: COMMERCIAL BANKS' ASSETS AND LIABILITIES—-LIABILITIES; DECEMBER 1980-DECEMBER 1982
tin milhions of shillings!

Private Sector

Deposits )
Credit from Balances Capital
End of Time and  Government Foreign Bank of due to and Other Total
Pernod Demand Savings Deposits Liabilities Uganda Other Banks Reserves Liabilities Liabilities
in Uganda
1980: December . . 6.644 7 44950 1208 317 — 395 397.2 10097 8 21,8267
1981: March - ‘i 7,172 4,901 6 R 376 100 4 401 7 11,321 4 24,036 7
May . . . 75200 49416 898 401 1406 403 6 9,504 3 22,6400
June .. . ; 8.624 8 5,040 5 76 4 597 133 4 408 0 10.668 4 25.011.2
September . . 16,813.6 58229 286 4 54 5 3020 139 403 7 12,148 5 34,90/ 5
December : : 16,574 3 6.268 8 103 2 825 2550 163 517.2 15,407 .8 39,2251
1982: March . o 13.103 1 7.776 8 3439 367 1 2550 1573 593:2 26,152 2 48,848 6
June . e § 14,984 3 80830 90 1 183 4 2550 296 7527 32547 2 56,925 3
September . _ 14,368 6 84528 143 3 599 2 2691 100 1 3.272.6 27,3364 54,542 1
December . . 16,534 4 i3 4 102 4 667 2 2550 453 36176 35,3988 65,264 1

Source Bank ot Uganda
(1) Hegional & Local Government included in Private Sector
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Bank of Uganda

TABLE 5.3:

(in millions of shillings)

MONETARY SURVEY: DECEMBER 1980-DECEMBER 1982

FOREIGN ASSETS (NET)

DOMESTIC CREDIT

BROAD MONEY

Claims on Govt tnet) Claims Total Private Private time Other
End of Bank of Commercial Bank of Comercial on private domestic  Currency in demand & savings items
Period Uganda banks Total Uganda " banks™ Total sector credit circulation deposits deposits Total net
1980:
December —5383 108 4 —4289 12,4396 24082 14,8478 5,951.0 20,798 8 6.243 4 6.698 1 4,494 2 17,4357 29332
1981:
March =301.9 405 —2614 13,867 4 24374 16,304 8 6,092 8 223976 6.3771 7.2140 48800 184711 3.665.1
May =595 5 817 —513.8 15581 0 2,194.8 17,776 8 6.2423 24,0181 7.267 7 7,592 7 4,941 5 19,8019 3.702 4
June -=B,7239 4506  —H2734 18,1151 225889 20,3740 6,100 6 264746 72722 86534 5,031 1 20956.7 2445
September —9,743 3 1320 -—-3.0113 23,4504 24469 25,8973 86745 345718 7.862 9 14,790 0 6,822 9 28,6655 —=3004 5
December  —15.507 6 9127 —145949 20,2163 91170 293323 11,4585 40,7908 10,343 5 14,260 9 6,244 5 308489 —46563 0
1982:
March —14,7200 6325 =—14,0875 22,867 8 7,067 2 29,9250 13,691 8 43,5168 9. 7212 13,664.0 7,706 0 309912 —15619
June =19.3131 8783 —184348 245798 93159 33.895 7 149141 48,809 8 10,507 5 15,662 7 7.960 8 34,0310 —3.6560
Septermber  —21514.2 1.666 8 —19,8484 24,733 4 7.2178 31.9513 17,2864 49,2372 11.079.8 14,879 4 8.011 8 339710 —45822
December  —23.3300 1.9877 =—213423 29.1280 50471 34,1751 234280 57.6031 12,835 4 16,940 8 8,736 1 3856123 =22615

Source Bank ol Uganda
1 Including up to December 1981 the counterpart of Foregn Exchange sold to government without local covet
2 Thecelingof Shs.1 2 bilhon an Treasury Bills was removed in October 1981, and fixed at Shs 22 billion



Bank of Uganda

TABLE 5.3b: MONETARY SURVEY; 1970 - 1980
(in millions of shillings; end of period)

1970 1971 1972 1973 1974 1975 1976 1977 1978 1979 1980
Net foreign assets’ 468.4 140.6 139.4 83.1 —29.1 30.3 46.4 112.3 254.1 -129.7 —429.9
Monetary authorities 409 3 1143 131 4 676 —488 =491 =390 =490 623 —=2359 —=5b38 3
Commercial Banks b4 7 219 36 1656 197 79 .4 85 4 1613 191 8 106 2 108 4
Total Dometic Credit 1.448.4 1.821.1 2,455.2 3,356.7 4,508.6 5,298.8 6.726.6 8,406.6 10,509.4 12,8555 20,798.8
Net Claims on Government 565 1 9298 1.4394 2.1481 29077 3.603 8 4,789 6 55216 7.288.2 9.484 5 14847 8
Bank of Uganda 3330 6938 7959 1.244 6 1,6728 23559 3.1906 3.8630 54423 7.276 5 12,439 6
Caommercial Banks 2321 2360 643 5 9035 1.234 9 1,247 9 16990 1.658 6 1.8459 2,2080 2,408 2
Claims on Private Sector 8833 8913 1.0158 1,208 6 1,6009 16950 19370 28850 32212 33710 59510
Broad maney 1.643.4 1,643.3 2,147.4 2911 3.865.0 4,677.7 6,234.5 7.400.3 9,684.7 13,166.0 17.,435.7
Currency in circulation 590 1 bav 8 6201 7959 1.092 5 1,367 1 2.2086.2 2,889 35182 4,640 7 6.243 4
Private Demand Deposits 509 0 5338 9226 1.3186 1.9133 1,885 0 2,286 5 28976 34918 5.027 2 6.698.1
Private Time and Savings 544 3 8117 604 7 796 .6 BhO 2 14266 1,742 8 16136 25747 3.498 1 4,494 2
Other items (Net) 2734 atg4a 4392 5287 614 5 6514 5385 11186 1,1788 —440.2 2,833 2

"Up to December 1972 Net foreign Assets include a counter-entry by EACH of Shs 4 4m

Source Bank of Uganda



Bank of Uganda

TABLE 5.4: BREAK-DOWN OF NOTES AND COINS ISSUED:
DECEMBER 1980-DECEMBER 1982
(in mithons of shillings)

Total
Denomination .50 .10 .05 Cur-
Period 100/- 50/- 20/- 10/- 5/- 1/- cents cents cents rency
issued

1980:
December .. Hbo4 1,407 374 217 70 59 16 7 3 riw e

1981:
March . . .. 5983 1,323 351 207 66 60 16 7 2 8,016
June .. .. 6,891 1,288 345 204 66 60 16 7 3 8.880
September ... 7,085 1,720 545 210 65 60 17 5 3 9,692
December ... 85689 2650 618 258 78 61 17 7 3 12,251

1982:
March . . .. BbB47 2.326 508 279 97 61 17 7 3 11,945
June .. o 9,363 2,297 b62 264 113 61 17 7 3 12,687
September .. 9917 2462 619 255 99 60 17 7 3 13,439
December .. 11,076 3,054 791 332 14 60 17 K 3 15,480

Source Bank of Uganda

TABLE5.5: MONTHLY CLEARING FIGURES; DECEMBER 1980 - DECEMBER 1982

Daily Average

Number of Number of Amount in No.of Value of

working chegues million cheques chequesin

Days cleared Shs cleared million Shs

1980: December o o 17 31,509 2,904 1 1,853 170.8
1981: March .. o o 22 32,633 3,183 2 1,483 144 7
June .. - - 2 40,199 58382 1.827 265 4
September o o 27 398,840 B,5770 1,811 3899
December s i 22 43,796 21,8661 1,991 9939

1982: March .. o . 23 39,8556 16,029 4 1,733 6969
June .. - v 22 40,871 21,3884 1.858 9722
September . . 22 37,378 25,311.7 1.699 1,1605
December o o 22 35,648 23,749 6 1,620 1,079.5

Soutce Bank of Uganda

80



Bank of Uganda

TABLE 5.6:

(in millions of shillings)

A SUMMARY OF COMMERCIAL BANKS' LENDING AND CASH RATIOS; DECEMBER 1980-DECEMBER 1982

End of Period

Total Private

Depaosits

Loans and Bills
discounted

(Private Sector)”

Ratio: Advances/

Deposits
(Lending Ratio)

Notes and Coin &
Balances W|t|h:

Bank of Uganda

Ratio Cash/Total
Private Deposits

Ratio

Private Demand Cash/Private Demand

Deposits

Deposits

1980:
December

1981:
March .
May
June
Septembe
December

1982:
March . .
June
September
December

11,109.9

120116
12421 6
13,606 1
20472 3

20111 4

204275
22,894 1
22,3649
25,2521

5,750.5

5.892 2
6,038 0
5,955.1
84709

11,2660

13,388 3
14,710 6
17.082 7
21,1633

Hh1 8

B L Y
o) — L0 0 @
Chom—

on

655
64 3
76 4
838

4,586 6

6,158 1
6,452 1
7.886 0
11,7111
41401

75 1 3 5
4,885 6
2,790 9
2,6309

413

513
5.9
H80
572

2086

66160

71316
7.4803
8,5750
14,649 4
13.866 9

12721 5
14,933 3

18:353:1
16,616 0

69.3

86.3
863
920
799
29 g

Falew Ber

)N ©

— kI WM
00~ —

N

Source Bank of Uganda

{1} Both items

exclude foreign

currency



Bank of Uganda

TABLE 5.7: COMMERCIAL BANKS' LIQUID ASSETS; DECEMBER 1980-DECEMBER 1982
(in millions of shillings)

Commercial Deficiency (—) or
bills and Total Ligud Surplus (+)
Demand Government Demand Promissory assets required against legal
and money Uganda Securities Balance in notes eligible Total Liguid by law requirements
Balance with at call Treasury maturing in convertible for discount Assets (b) {a—Db)
End of Bank of Uganda (net) Bills 5 years currency atBoOU (a)
Period Cash
1980:
December 364 0 4,222 6 255.9 688.6 1,089 8 1381 - 6.759.0 2,0259 +4,733 1
1981:
March .. 4127 5,745 4 198 4 633 8 1,3398 761 - 8,406 2 2,189.3 +6.216 9
June r 3988 7,487 2 76.8 594 0 8204 5071 - 9,884 3 2,4957 +7.3886
September 5741 11,1370 148 4 6737 2,086 3 7697 - 16,289.2 4,0927 +11,196.5
December 664 8 3,475 3 218 4 6,963 2 1,330 1 9725 — 13,6243 4,271 5 +9,352.8
1982:
March 965 .3 6,548 2 5673 5,194.9 1.629.7 984 0 = 15,889 4 3.846.4 +12,043.0
June 1.067 0 3,8286 459 6 7,095 8 16336 1,054 5 — 16,0291 4,226.0 +10,803.1
September 1,061 8 1,7291 187 6 5,248 7 1,633 7 22536 — 12.014 5 4,169.7 +7.844 8
December 1,400 1 1,230 8 514 2,9730 1.533.3 2.5901 - 9,778.7 4,6373 +5.141 4

Source Bank of Uganda
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Bank of Uganda

TABLE5.8: COMMERCIAL BANKS' ADVANCES TO THE PRIVATE SECTOR BY ECONOMIC ACTIVITY; DECEMBER 1980-DECEMBER 1982
(i milhions of shillings)

1981 1982
1980

December March June September December March June September December

AGRICULTURE of which . . : i 24605 2:56331 24094 27410 4,365 0 6,533 6 6.574 0 6,710 7 9,263 6
Production . o . 647 3 6280 5219 7630 709 3 475 2 509.7 1,045 9 1,085 9
Crop finance : . 1,813 2 1.89051 1,887 5 19780 3,655 7 5,068 4 6,064 8 5,664 8 8,197.7
MANUFACTURING . . s . 668 8 659 4 7186 965 6 1,624.0 1,402 1 2,266 6 26701 3.869.1
Foods, beverages, tobacco ;4 2055 207 3 2399 3139 574 3 539 7 565 3 739.3 745 7
Furniture, household . . 307 23.7 329 356 1813 44 9 44 4 672 1,063 .6
Textiles, leather | : : 180 2 2005 17356 1258 163 1 1316 1239 549 2 336.8
Chemucal, pharmaceutical o 47 3 381 56 b 1388 187 2 243 6 2172 208 1 150.2
Metal production, machinery i : 679 782 743 914 104 7 18375 187 6 20067 3451
Building & Construction . . 5o 58 9 49 3 224 45 4 410 759 3/88 3792 603.2
Others .. i b o /83 613 1190 2147 3724 2289 449.4 5204 624 5
TRADE & OTHER SERVICES o 1,989 3 20103 2,079 8 3,860 1 4,057 8 4,432 2 4.853 8 6,284 9 57135
Wholesale imports) : : 2638 280.7 4331 2,023 3 1,977 3 21830 24386 2947 7 29919
Retal .. . . . 826 5 826 8 696 3 657 6 1,133 1 1.3350 11383 1,404 8 1,199.9
Others . . o . . 8990 902 8 950 4 1.179.2 947 4 974.2 1.2789 1,932 4 15217
TRANSPORT, ELECTRICITY, WATER 399 7 432 4 522 6 664 5 741 6 648 3 6418 924 8 16186
Transport : . 3 3992 409 4 5117 657 6 666.0 538 6 610.2 745 2 1.446 4
BUILDING & CONSTRUCTION i 146 2 1568 167 b 2160 3516 3177 3247 405 5 5138
OTHERS (including balancing items) , 860 100 2 57.2 237 11561 b4 4 49 7 86 7 184 7
TOTAL . ! . ! 5.750.5 h,892.2 8958, 1 8.470.9 11,2560 13,3883 14,7106 170827 21,163 3

Source Bank of Uganda



Bank of Uganda

TABLE 5.9: STRUCTURE OF INTEREST RATES: JUNE 1981-DECEMBER 1982
lin per cent, per year)

1981 1982
June October July November December
Bank of Uganda
Ways and Means o o 25 50 20 20 20
Rediscount rate - . 70 9.0 100 100 12.6b
Rate for advances to
commercial banks . . i s 80 10.0 110 1.0 135
Treasury Bills
3b days o . i 47 80 50 10.0 100
63 days . . . 495 85 95 110 110
91 days T 2 r; 5.08 90 100 12.0 120
Government Stocks
5 years . o o 85 110 12.0 120 120
10 years e e v 95 1156 1225 125 12.5
15 years . . & 105 12.0 130 130 185
Commercial Banks
Deposit rates
Demand deposits I iz —_— Optional Optional Optional Optional
Savings deposits o . 50 80 90 90 9.0
Time deposits. one year - — 120 13.0 130 13.0
more than one year 60  negotiable negotiable  negotiable neqotiable
Lending rates”
Agriculture .. - - 86 130 14.0 140 140
Export and manufacturing : 120 140 150 150 150
Commerce .. o . 120 150 160 200 200
Unsecured .. o o 120 170 170 200 200

Source Bank of Uganda
(1) Minimum rates

12} Maximum rates

84



l

Bank of Uganda

(a)

(b

{c)

{d)

TABLE 5.10: LIST OF FINANCIAL INTERMEDIARIES

Commercial Banks

Bank of Baroda (Uganda) Ltd

Barclays Banks of Uganda Ltd

Co-operative Bank Ltd

Grindlays Bank {Uganda) Ltd

Libyan Arab Uganda Bank for Foreign Trade and Development
Standard Bank {Ugandal Ltd

Uganda Commercial Bank

Development Banks

Uganda Development Bank
East African Development Bank

Credit Institutions

Diamand Trust of Uganda Ltd

Grindlays Bank International (Uganda) Ltd
Housing Finance Company of Uganda Ltd
National Industrial Credit {Uganda) Ltd.
Ugadev Bank

Insurance Companies

British American Insurance Company
Co-operative Insurance Scciety

East African General Insurance Co
National Insurance Carparation
Statewide Insurance Co

Transtate Insurance Co.

Uganda American Insurance Co.
United Assurance Co
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