STUDY 1:

 INCREASING FARMER BENEFIT IN THE MARKET CHAIN IN UGANDA (Action Study by VECO-Uganda, 2008)
Summary

Farmers in Uganda face a complex of constraints that limit their participation and benefit from agricultural market chains. The Government, civil society and all development focused organisations should mobilize and support farmers to form production and marketing organisations. Government should use integrated approach to marketing; increase investment in road construction and maintenance, establish market and trade centres in all rural areas and fight corruption at all levels.

Introduction

Marketing contributes to improve small scale farmers’ livelihoods and hence leads to poverty reduction. One of the major causes of high levels of poverty among small scale farmers are low producer prices and high input costs. Economic reform processes such as liberalization and globalization have worsened the situation further by exposing domestic markets to the highly competitive global agricultural market. Farmers have limited skills, knowledge and information in production and marketing to compete on international markets, have limited access to financial capital for investment and are not organized to take advantage of opportunities in domestic and international market chains. 

	This policy brief is based on a study by VECO- Uganda of three crops – maize (Masindi district)  groundnut (Mbale and Kumi) and upland rice (Iganga and Bugiri).” The selected crops are widely grown by small-scale farmers all over the country. They have a potential for marketing, both domestically and internationally. Marketing constraints faced by various chain actors (producers, traders, and processors) were identified. Value chain analysis for the different actors in the supply chain of each crop was done.



Marketing constraints faced by producers (farmers)

Financial constraints that manifest themselves in form of; inadequate financial resources for investment, too high interest rates on borrowed funds, unfavorable terms of borrowing usually a grace period of one month.  Most farmers depend on own savings (77%), family or personal friends (23 %) to engage in their faming activities. When borrowing is done under prevailing terms provided (loan repayment period of 6 months and grace period of 1 month) by commercial banks and micro-finance institutions, farmers’ properties have often been sold.  One farmer observed that: “borrowing these days is a recipe for loss of my property and am not ready for that.” small scale farmers require  financial assistance to buy  farm inputs- seeds and fertilizers; storage/safety houses; purchase of harvesting materials; land preparation mainly slashing; preservation/drying equipment, training and transport.
Limited participation of farmers in the marketing chain. - Transactions are dominated by spot markets, lack of trust and opportunism, with very few contracts or long-term business relationships. This situation breeds speculation and opportunism, leading to distortions and loss of interest on the part of the producers.

 Lack of information on market requirements; quality, volumes, prices and location has resulted in quality ignorance among the farmers and sometimes sustained an attitude of ‘impatience’ or hasty sales reducing the quality of farm gate produce put on the market and ultimately their incomes. The main source of information for the farmers were the middle men.

Limited skills and knowledge of improved agricultural technologies resulting in a slow rate of technology adoption, high post harvest losses, poor quality products and generally low production levels. The poor harvesting practices  are attributed to ignorance and sometimes “greed for money’ that reduces the quality of output which reduces the price bargaining power of farmers and ultimately their incomes. Agricultural extension services are not readily accessible to the farmers.

Lack of organised and strong farmer groups to negotiate in the market. Farmers remain price takers as traders determine prices through deliberate distortion of market information. 
Inefficient and costly transport systems. Roads at all levels in production areas impassable leading to isolation of farmers in the rural areas. Modern transport methods do no work in these rural areas making accessibility to markets impossible. 
Limited reliable and knowledgeable rural input suppliers for genuine inputs. There are few in put suppliers in the rural and even the few sometimes sale fake seeds, fertilizers and acaricides which affects farmers production levels, quality and hence incomes. Input suppliers are not controlled and they sell everything they want.

Marketing constraints of Traders and processors

Poor transport networks, limited communication infrastructure increase transaction costs for bulking affecting profit margins and  the prices given to farmers by traders. Poor storage facilities reduces the quality and undermines faster bulking and consolidation of surplus in the supply chain

Lack of valid and reliable market information and requirements. Traders rely on radio and newspaper news and commentaries for market information. Such information is often inaccurate, not targeted, not update and usually has no information about exports.

Limited business skills and competences. The key areas where shortages were highest are: knowledge of premiums available for better quality; regional/international quality standards; knowledge of improved packaging options; current international prices and markets, sources of finance, and knowledge of better/improved technologies for use. The others which were also severely in short supply were: knowledge of value-adding and (further) processing opportunities and business planning.

Limited knowledge by traders about market requirements/specifications has resulted in the mixing of crops from different locations and grades, which further reduces quality. The lack of knowledge of premiums for better quality has resulted in the failure to pay premium prices for quality produce, which demotivates farmers in their efforts to improve produce quality. 

Limited knowledge of technology options  by processors has resulted in a slow rate at which new technology is adopted which in turn has limited processing efficiency and the production of new and improved products. The Hammer Mill, introduced in Uganda more than 60 years ago is still the predominant maize processing machine today. 

High trade taxes, fees and dues all along the produce marketing chain. Currently traders face a minimum of six taxes, fees and dues in the process of transporting and marketing maize to the main buyers in Kampala. These include: License tax, Weighing scale fee, income tax, loading fees, produce tax and different types of product tax.

Unreliable and costly Hydro-electric power (HEP) and there are no alternative energy options. Energy costs accounted for up to 73percent of milling costs in 2002 (PSFU, 2002). By 2006, all indications are that this proportion has increased further to over 85percent following the general increase in energy prices countrywide. Energy is a very significant consideration in the profitability of a milling business. Recent tariff hikes have hit the milling industry particularly hard, resulting in some wholly or partial closures. Although tariffs are high, poor energy efficiency of machines and operations tend to expound this particular problem.

Inadequate enforcement of quality standards, weights and measure and lack of premium prices has undermined crop quality improvements in the supply chain. 

Recommendations

Based on the findings the following recommendations were generated for action  in different areas where a number of stakeholders, such as government policy makers and policy implementing agencies, non-governmental organisations with programs to improve agricultural marketing, and donors should become active. 

Re-organise and re-establish cooperatives 

The government of Uganda to increase, encourage and support the formation of farmer groups and cooperatives as an important strategy for improving agricultural marketing and rural development. The Cooperatives department under the Internal trade directorate of Ministry of Trade Tourism and Industry (MTTI) to be facilitated in terms of finance and human capital to promote cooperatives.

Improve road network and other communication systems 

Increased investment in road construction and maintenance in order to increase accessibility of farmers to marketing centres all year round. The local government to allocate funds to maintain the feeder roads in their localities, central government ministry of Works transport and telecommunications (MWTC) to  allocate more resources to maintain trunk roads. 

Increased investment in storage facilities and Sensitization on the Ware House Receipt system 

Ministry of Agriculture Animal Industry and Fisheries (MAAIF) to focus and encourage farmers to upgrade their storage facilities from mud and wattle, Establishment of community storage facilities which will help provide common storage facilities.

The Ministry of Tourism Trade and Industry (MTTI) should be strengthened and facilitated to sensitize and expand the Ware House Receipt system that will help to stabilize prices and also act as collateral for obtaining credit by farmers
Increase Agricultural Extension Services 

The National agricultural advisory services (NAADS) programme to consider increasing on the enterprises for promotion; local governments to facilitate the district extension works to do their work.

Develop savings culture 

NGOs and CSOs and Government to advise, train and encourage farmers to develop a savings culture. Government to initiate grassroots programmes to promote the formation of SACCOs  and to regulate them.

Limit the level of taxes fees and dues 

The central government should intervene to limit the level of taxes charged by the local authorities along the supply chains to reduce the effect of taxes on the farmers’ incomes and the margins of traders. 

Establish market and trade information centres
Establish market and trade information centres in all districts of Uganda managed by district commercial officers (DCOs. The offices of DCOs under MTTI be strengthened financially through increased budgetary allocation to enable them collect, store and disseminate market information up to sub-county level. The government should establish an effective agricultural marketing information system so as to boost both domestic and export marketing  

Increase exploration of alternative Energy sources 

The ministry of energy to develop and implement a comprehensive rural energy policy that aims at increasing access of affordable energy in rural areas. Support and encourage the establishment of small scale power projects in the rural areas, solar energy, wind mill and bio gas.  
Establish Agricultural Finance credit
It is important to establish agriculture specific credit financing schemes in order to mitigate the financial constraints arising out of the existing financing systems – which are currently dominated by micro financing and private money lenders. The “Bonna Bagagawale” scheme under MFPED to categorically state who should benefit from these funds. 

 Zero tolerance to all corrupt officials in all sectors

The government of Uganda in all departments, ministries to punish severely all those who are proved by court to be corrupt. Laws should be reviewed to give a punishment that deserves the act. The present laws are weak and penalty specified does not discourage the acts.
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Study 2: Private sector Foundation –Uganda (2007)

Identifying Improvement Opportunities and Diagnosing Prospects for Uganda’s Maize 
Supply Chains 
Summery and recommendations of the Study

The key issues, which emerge from the maize diagnostic study revolve around the need to improve farm level efficiency, establishment of standards and above all having a private-sector led approach. Translating these into action would imply; reaching the producer with appropriate technology and inputs, ensuring farm level efficiency and adoption of technology, minimising post-harvest losses, linking the producer to a market and credit source, and ensuring re-investment with a view to moving the producer towards an efficient “commercial” farming operation. 

Based on the study findings, beneficiaries’ perceptions and with a view to ensuring competitiveness, the following sets of recommendations are proposed. It should be noted that in attempting to address these sets of recommendations, PFSU will have to fully integrate the key stakeholders. PSFU 

58 will have to leverage its resources with existing partners in the maize industry. Overall, the recommended course of action can be summed up as shown in Annex 23. The private sector market driven maize improvement model summarizes the key intervention areas as detailed below: 

1 Promoting Strategic Investments in the Maize Industry: PSF should lobby both Government and donors to provide funding in the following key areas: 

(a) Production loans that can enable maize farmers procure productivity enhancing inputs such as seed and fertilizers, and also open up land in a timely manner. It is estimated that at a borrowing percent of 40% of total requirement, US$150 would be sufficient to produce one hectare of maize. A revolving loan portfolio of US$1,500,000 would therefore help growers cultivate 10,000 ha of maize. 

(b) Post-harvest equipment, which would include dryers, shellers, storage. At an estimated cost of US$25,000 per unit, an investment of US$1,000,000 would cater for at least 40 rural-based farmer groups. Simple and effective storage, re-drying and cleaning systems for grain should be initiated and encouraged to ensure preservation of harvested grain. 

(c) Support to the Uganda Grain Traders (UGT) Limited, though the Export Credit Guarantee Scheme (ECGS), that would enable the buyers hold sufficient stock. 

2 Enhancing Integrated Commodity Systems Model and Institutional Linkages: PSFU should, work closely with other development initiatives to promote a vertically integrated commodity systems by placing emphasis on: 

(a) Identifying and promoting commercial farming as an entry point for new technology and the use of new inputs; 

(b) Encouraging production for profit, rather than the casual approach by most of the subsistence farmers; 

(c) Graduating “today’s” small-scale farmers into “tomorrow’s” commercially oriented enterprises. 

In this regard, it is essential to apply participatory methodologies to strengthen the capacity of farmers and other actors to adapt to changing needs and conditions and make maize a profitable enterprise. This strategic perspective is important in the context of the current government’s efforts and search for policies and strategies to modernize Uganda’s agriculture. 

3 Quality and Standards Streamlining: The liberalization of agricultural markets will not by itself revitalize peasant agriculture crop marketing. But instead training farmers in quality control methods, strengthening market information dissemination and the setting standards need concerted and multi- faceted efforts. This can be achieved by setting standards, reducing production costs, adhering to quality and ensuring traceability of the products. 

4 Farmer Group Marketing: Promotion of farmer-group marketing initiatives to play a greater role in agriculture marketing in the face of the growing local and international competition is of paramount importance. 

5 Rural Market Infrastructure Development: Establishment of basic infrastructure in collection and rural-based commodity marketing exchange centers should be developed and supported with a reliable communication network. 

6 Promoting Rural Small Scale Agro Processing Industries: Promoting the development of small agro-processing industries in the rural areas should be encouraged. However, while dry milling should be encouraged and supported, research needs to be done on the feasibility and benefits of wet milling as a means of providing a quicker and more remunerative way of increasing demand for maize. This could boost production as it targets markets that are not currently served by maize producers. It is essential to regularly organise training programs for processors to make them aware of new developments in maize processing and handling technologies, improve there business and resource management skills and provide market information and opportunities. 

7 Improving Processing Competitiveness: Restructure the maize processing industry in order to make it internationally competitive. This is important not only for purposes of exporting, but also for local competitiveness in a liberalised environment. 

It is therefore important for Government to streamline the structures of electricity generation and distribution with the view of making it cheap enough to attract serious processors in spite of the other constraints that affect manufacturing competitiveness in Uganda. 

8 Streamlining of Maize Production and Marketing System: Government should collaborate with other stakeholders to streamline the production and marketing of maize. Emphasis should be placed on efforts that mutually reinforce linkages between farmers and traders. This should include the forming of farmers’ groups to act as collection points, setting quality control standards and increasing access and flow of market information as well as provision of dryers and shellers. 

9 Supporting the Establishment of Regional Trade Linkages: Government in collaboration with key stakeholders should lobby for further reductions in the COMESA tariffs and harmonisation of trading procedures and standards especially for maize. In addition, there is need to disseminate relevant market information and trading opportunities to traders both within Uganda and the region. As a result, traders will take advantage of maize trading opportunities that exist within the region. 

10 Supporting Efforts to Enhance Improvement in Maize Quality: Maize grain traders and millers should support efforts aimed at enhancing the improvement of maize quality. Proper post harvest handling practices should be promoted amongst the stakeholders at all levels. Premium prices should be encouraged for high quality maize. 
STUDY 3:

Bulking Practices in the Vegetable Oilseed Sub-sector; The case of sunflower in Lira District, Northern Uganda (Freda Bella Anek September 2008)
Abstract

The study was undertaken to map the bulking practices among vegetable oilseed value chain. Bulking practices are mainly geared towards improving income for farmers, middlemen or processors. It enhances the benefits of better price and reduced transaction costs thereby bringing better incomes. The bulker has the potential to negotiate for higher prices because of the large quantities owned. Bulking practices are however known to vary amongst different categories such as farmers, middlemen or processors. The farmers’ bulking practices quite often affect their marketing strategies as they often produce low crop volumes and end up selling immediately at harvest hence scattered marketing. Therefore the objective of the study was to get a better understanding of bulking practices in the sunflower oilseed chain in Lira district- northern Uganda. The study employed a qualitative approach with a mixture of survey and a case strategy to achieve its objective although the number of respondents did not meet the required standard for a survey research. The research methods for data collection was through literature review, open ended interviews and focus group discussion. A total of 24 individual were interviewed; they comprise of 8 farmers who were interviewed to understand how they bulk, to find how they source working capital.  4 middlemen were interviewed to find how they do business with farmers, how they handle quality issue, working capital and mode of payment. 5 millers were interviewed to find out how they source for raw material. 5 key informants included 2 staffs from UOSPA and DAO office were interviewed to find their role in promoting bulking, types of farmers, production records, opinions for improvement. Chair person of northern Uganda millers Association, and chairperson of Producer Association were also interviewed to find how they promote bulking, how they operate and 9 farmers group discussion were held by two categories of farmers (groups bulking and not bulking) 
The study show found out that there are about six different practices of bulkers existing which included the individual farmers’ practices, group farmers, middleman practices, cluster practices, produce dealers practice and millers. However cluster practice can be strengthened into another value. The study also fund that as much as quality is crucial in marketing of Agricultural produce, it did not affect bulking since there was no premium price being offered. The study also found that individual farmers had higher transaction cost than the groups, however lack of working capital was found to be affecting bulking since money is attached to almost all activities related to bulking. 30% of farmers are found to use telephone to seek market information form produce dealers and millers and a few go personally and the rest ask from neighbours or friends.

And the most challenging issue is lack of appropriate storage facility, lack of capital, low volume.

There fore in conclusion, there are varying practices according to available working capital and clustering bulking practice seems to give an upper hand to farmers since the farmers are directly linked to potential buyer and because of collective power they are able to mobilize resources.

Therefore there is need to for development partners and all concern to strengthen cluster practice for a sustainable production of sunflower raw material which consequently promote farmers to better   income position

The conclusions

Generally the study gained an insight into various bulking practices which are categories into six practices: These include; bulking by individual farmers, bulking by farmers in group, bulking by middlemen which were also found operating in three different categories depending on the working capital, another bulking practice found to be existing at the cluster level where different farmers groups merged for the purpose of up scaling volume with aim of attaining economies of scale. Another bulking practice was found with the produce dealers and the more pronounced more are of urban business practitioners and a pronounced bulking practice existed with the miller.

Group and cluster bulking are found to give farmers an upper hand in up scaling the volume which in most case met the required volume set by the potential buyer hence giving farmer concreted bargaining position to opt for a better price and subsequent high income

As far as quantity and quality assurance is concerned the study found that meeting the required quantity to satisfy the market demand still remains a big hurdle in the vegetable oilseed chain subsector. This had caused many mills to lie idle during lean period and the farmers who are the sole producers found to have no solution over this, neither the government institution nor other development partners have any immediate solution to this. However some millers found to be trying to grab the opportunity of milling other oil seed like Shea nut oil during this scarcity phase. 

On the other hand, as far as quality is concerned, the study shows that quality control is mostly implemented by group of farmers multiplying seeds and those on contract production, but middlemen are found not to mind about quality control as their priority is making profit. Even though millers are found to be losing out on this since they have no option to reject because of constant demand for raw material. Therefore although quality is crucial but poor quality is found not have any effect on bulking since the millers always are in need of raw material 

On the issue of transaction cost and working capital, the study showed did not find a clear picture since middlemen and miller were not very willing to offer information touching on money issue. However from the found from farmers and few middlemen the study shows that farmers bulking individually have higher transaction cost than the middlemen. The common source of working capital was found to be from family, friends, own capital. With farmers groups’ revolving fund was found to provide capital. Farmers and middlemen are found reluctant form acquiring loan from the bank because of high interest rate charge so their resorted in working as hired labour in order to source for capital 

As for communication, the most common means farmers use to search for price information was found to mobile telephone which accounted for 30% amongst farmers who bulk. Further more farmers also go personally to dealers to seek market price information then later share with other members but this found to occur mostly during harvest when there is surplus. Otherwise during scarcity millers seek produce themselves.

The most common challenges to bulking were found to be lack of appropriate storage facilities, inability to meet required volume set by potential buyer, lack of transport, misunderstanding and lack of trust among chain actors, contract farming on though side of farmers, lack of working capital This challenges are found to be interlink as such one challenge leads to another

In terms of institutional support the study showed that there that is little done as far as bulking is concerned. The institutional which is most operational on the ground is UOSPA trying to promote bulking by linking up farmers groups with potential buyer. The VODP project through the department of production and marketing more in involved in extension and research in breed sunflower varieties 

The study found that quality control is not emphasised along the chain although the problem is more experienced by the miller than the farmers and middlemen. Despite the fact that 
The recommendations
· There is need to strengthen the Rural Agricultural Extension services by giving more knowledge on post harvest handling of potential oilseed crops and quality requirement to farmers and middlemen and also farmers should be motivated to deliver quality produce by offering premium price by millers or middlemen.
· There is need to advocate for favourable financial policies that promote agricultural loans institutions and regulate lending rates to the rural framers to enable them access loans for agricultural production.

· Therefore there is need for giving more knowledge on quality to farmers and middlemen and also farmers should be motivated to deliver quality produce by offering premium price by millers or middlemen.
· In order to develop a sustainable production, development partners and the platform should embark in strengthening bulking practice at cluster level so as farmer’s institution. This can be done by linking them to chain supporter like seed supplier and transporters. . 
· Farmers should be formed how much tonnage of sunflower is expected of them and this information should be translated into the language of the farmers (that is tonnage converted into number of bags) and acreage each farmers can cultivate to achieve the required quantity, and train farmers on planning farming if they are to be transformed from subsistence farming into a business farming.

· There is need for the Government to rehabilitate the storage structures that are currently lying idle in the village so as to encourage the farmers to bulk their produce. 
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Study 4: 

Understanding the role of traders and middlemen in the development of agricultural market chains’(VECO-Uganda workshop 2008)
Executive summary

The commitment to help small-scale farmers solve their most pressing problem of gaining market access is an enormous challenge that is best addressed through collaboration and partnerships.  However a conception held by many NGOs and farmer organisations is that traders and middlemen often take advantage of vulnerable small holder farmers in developing countries.  They pay farmers a very low price and take high profits themselves.  Traders and middlemen on their part complain about the poor quality of farmers produce which they find hard to sell.  Structural collaboration between small holder farmers and traders and middlemen is poor due to these mutual misunderstandings and prejudices.  In spite of this, collaboration with traders remains critical for smallholder farmers in their efforts to gain access to markets. 

In this context, and to break the stalemate, VECO Uganda in collaboration with Cordaid held an international workshop called ‘Understanding the role of traders and middlemen in the development of agricultural market chains’. The workshop examined the marketing initiatives and experiences of various market chain actors including farmer groups, service providers and traders operating in the East-African region (Tanzania, Kenya, Democratic Republic of Congo, Uganda, and Rwanda); identified new role and capacity-building needs for NGOs to enable them facilitate the development of agricultural marketing chains in the region for the benefit of small producers; and methods or tools that would help improve the collaboration between small producers and local traders.  

The workshop was held at Forest Cottage, Kampala from 15th to 17th April 2008. It brought together 76 participants from 45 organisations representing: informal traders, agri-processors, exporters, farmer organisations, service providers, government officials, bankers and NGOs.   

Though the focus was on East African Region, international organisations of Belgium, The Netherlands and FAO Rome were represented.

The main workshop findings were as follows:

· ‘Relationship marketing’ was increasingly becoming the dominant form of trading in most countries where collaboration between farmers and traders was becoming more structured and quality and other requirements increased.   

· Establishment of strong farmer associations helped farmers to improve the reliability and quality of their products/production and improved their fulfilment of contract obligations with traders, and marketing of produce. 

· Efforts by farmers to by-pass the traders, and take over their role were often unsuccessful. Better results could be achieved by cooperation between farmers and traders as part of a process of development of specific sub-sector value chains.

· Establishment of traders’ associations helped traders to agree on quality standards for farmers’ produce, negotiate with municipal authorities on the improvement of basic market facilities, and helped in settling of conflicts between traders and farmers. 

· Development of multistakeholder dialogue on specific commodities between various chain actors (farmers, traders, companies) with support of BDS, NGOs and government structures was crucial to successful market relations and for learning.  

· Case studies of potato and sweetpotato presented by research and development organizations demonstrated the experience of Participatory Market Chain Approach (PMCA) as a useful tool to engage small scale farmers with other market chain actors to improve market access. This resulted into institutional and technological innovations e.g. introducing new varieties of sweetpotato to supermarkets; making crisps from orange fleshed potato, development of new packaging materials and improved sales outlets for marketing and promotion of products.  

· Value chain development dynamics do not recognise national boundaries. It is important that in value chain processes, opportunities for regional trade or competition by other chain actors on the other side of the border are taken into account.  E.g. KACOFA was to supply Cordaid partner East Africa Botanicals with Artimisia, but soon noticed that the company had decided to procure the produce from the Western Kenya as prices were more favourable to them there. On the other hand, farmers from East-Congo and Kabale (South-West Uganda) found that there were good market opportunities across the border.

· Advocacy is very useful for local procurement of food aid e.g. VECO East Congo, jointly with two farmer organisations from East Congo (COOCENKI and SYDIP) had successfully advocated for local procurement of food aid by the World Food Programme.  The local procurement of food supplies had led to higher incomes for farmers and transport agents, and increased local employment opportunities.

· One of the strategies in motivating banks to invest more in agriculture is to develop training modules for bankers and credit officers of MFIs in order to make them understand the agricultural cycle, specific risks associated with agricultural finance, specific financial needs of farmers and traders hence get better insight on how to manage agricultural finance products.  

· One of the key recommendations of the conference was that NGOs and other support structures (government bodies, research institutions, finance institutions and BDS) direct their attention not only to the position of small holder farmers, but also invest in improving contacts with the informal traders, and acknowledge the constraints that traders face. Supporting traders will not only benefit traders, but will ultimately also benefit small holder farmers and other chain actors.
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