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Introduction

Since the 1980s, African countries such as Uganda
have undergone a shift from state-led to a market-
led economic regime, and embarked on free
market reforms in the Agricultural Sector. These
reforms have necessitated the introduction of new
policy, legal and institutional framework. In turn,
these have resulted into the emergence of new
actors or the changing role of the old actors in the
agricultural value chain. For example, the role
played by the agricultural co-operatives and state-
controlled marketing Boards is currently played by
the traders and investors. However, these new
developments have created institutional framework
challenges. These reforms have also relatively
resulted into linking small-scale farmers to the
market than before, but have not necessarily

translated into benefits to them.

The shift of actors in the agricultural sector has led
to tensions and debate around the role of traders
and investors. The role of middlemen traders and
investors is sometimes perceived by farmers and
civil society activists as exploitative and negative,
and the interaction between them boarders on
hostility. However, eliminating middlemen from

the value chain is not an option because the

agricultural production and marketing services
rendered by the traders and investors is a necessity.
What is required is not elimination of private
sector actors, but rather improving relations

among the farmers, traders and investors.

This study, therefore, aims at identifying and
promoting elements of an enabling institutional
framework environment for positive interaction
and equitable terms of trade among farmers,
investors and traders. The ultimate goal is to
ensure that such positive interaction can lead to
inclusive agricultural development in Uganda, and
in so doing, reduce incidences of poverty in the

country.

According to the latest UNPFPA State of the
World Population Report (2011), the majority of
Ugandans live in abject poverty. 52 per cent of the
population live below US$ 1.25 a day, the majority
of whom live in rural areas, depending on

agriculture for their livelihoods.

Promoting elements that lead to equitable terms of
trade among the agriculture-dependent population
is therefore an important route to fighting poverty

and promoting equitable growth.

1.2 Brief economic, trade and social profile of the agriculture

sector in Uganda

Although the share of agriculture to total GDP in
Uganda has been declining since 2001 as shown in
figure 1, it still remains a fundamental base of the
country’s economy. Its share of GDP has declined
from 50 per cent in the 1990s to 23.7 per cent in
2008/09. It however employs 80 per cent of the

population.

Between the years 2000 and 2008, the share of
agriculture to GDP fell rapidly (See figure 1 below)

while that of industry registered impressive growth

rates. In 2008, industry and agriculture converged
at about 22 per cent. While the decline of
agriculture contribution was mainly on account of
growth of other sectors, particularly services, it is
also true that agriculture productivity has also been
declining on account of limited application of

scientific methods and inputs.



Figure 1: Agricultural Contribution to GDP
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Agriculture contributes significantly to Uganda’s
employment. As demonstrated in figure 2 below,
the number of people employed in Agriculture has
been on the increase since the 1990s. This may be
partially due to the failure to get non-agricultural
work. The available evidence suggests that the bulk
of the people employed in the Agriculture sector

are subsistence farmers and fishermen.

While the absolute number of people employed in
agriculture has increased, this number has gone
down in relative terms as shown by Figure 2

because of increased population.

Figure 2: Total Labour Force Trends
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The agricultural sector also employs the majority
of women in the rural areas as illustrated in Figure
3. Between 1999 and 2009, close to 50 per cent of

agricultural workers were women.
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Figure3: Percentage of Female Labour in
Agriculture
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With regard to trade and according to official
figures, Agriculture currently generates 45 per cent
of export earnings. Coffee, tobacco, tea, cotton,
cocoa, cut flowers and maize are the major export
crops, and together with oilseeds, sugar cane, fish
and livestock, provide raw materials for the
expanding agro-processing sector for both home

and export trade.

Figure 4 below illustrates the significance of

agriculture in the country’s exports.

Figure 4: Percentage share of Agriculture
in Ugandads E2WPort s
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Source: UNCTAD Statistical Handbook (2010) and Uganda Export
Promotion Board specifically for the 2010 data.

As illustrated in the figure above, agriculture as
proportion of total exports is falling. This is mainly
due to increasing importance of services and the
growth of the regional markets of East African
Community (EAC) and Common Market for
Eastern and Southern Africa (COMESA) that have

provided impetus to processing as most of

2009
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Uganda’s manufactures easily find markets in the

region.

1.3 Main elements of relevant policy and legal framework

Several policy and legal frameworks related to and
which inform agricultural production and
marketing in the country are identifiable. These
range from ministerial policies, treaties, incentives,
plans and strategies for supporting agricultural
development, investment and trade. The main ones
and their implications on farmers, investors and

traders are:

Country Agricultural Plan (CAP) launched in
2010 and supported by the African Agricultural
Commission which has led to the development
of Strategic Investment Plan for the sector.

Small and Medium Enterprises (SME)
Development Policy put in place in 2009. This
focuses on SME development especially for the

Agricultural Sector.

Plan for Modernization of Agriculture of 2000.
This is a macro framework for stimulating
agricultural development. It’s cross-sectoral
and pays special attention to infrastructure

development for agriculture.

National = Agriculture  Advisory  Services
(NAADS) established in 2005. This currently is
the main programme directly extending
subsidies and extension services to small holder

farmers throughout the country.

National Trade Policy and the National Export
Strategy of 2007. These mainly seek to promote

agricultural exports into international markets.

Rural Development Strategy (RDS) of 2006
which is based on four themes of increasing
farm productivity, adding value and ensuring a

stable market.

Prosperity for All (PFA) of 2006 which aims at
boosting  Production,  Processing  and

Marketing of agricultural produce.

Agricultural Sector Development Strategy and
Investment Plan 2010/11-2014/2015.

Northern Uganda Rehabilitation Plan (NURP)
and Northern Uganda Social Action Fund
(NUSAF) which are regionally focused, but also
lay strategies for promoting rural development

have also been put in place.

The National Trade Sector Development Plan
(NTSDP 2008/09-2012)

The National Development Plan (NDP) of
2009. This is the overall guiding policy
framework for Uganda, and has a chapter
specifically ~detailing the framework for

Agriculture

Alongside the national legal framework documents
that have guided, influenced and continue to shape
agricultural production and marketing, are
regional and international agreements, treaties and
framework initiatives. These include: The WTO
agreements, the UN Millennium Development
Goals (MDGs), the Africa Growth Opportunity
Act a US unilateral initiative, Everything But Arms
(EBA) a bilateral initiative of European Union
(EU), The Cotonou Agreement between EU and
African Caribbean and Pacific States (ACP),
bilateral treaties with some countries such as
China, the COMESA treaty, and the EAC Treaty

protocol.

The biggest challenge about these national and
international legal and policy frameworks,

however, is that there is little or weak coordination



and harmonisation between them and there is a lot

of duplication which makes the _























































































