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General background and 

Introduction 

Developing the manufacturing sector can play 

a key role in promoting structural 

transformation through fostering backward and 

forward linkages between the agriculture and 

manufacturing sectors in any economy. 

Notably, the Cotton, Textile and Apparels 

(CTA) subsector has more advantages over 

other subsectors. These include the usage of 

simple technology, little capital and the fact 

that it can employ many people right from 

cotton production to the final products. There 

are also a number of byproducts i.e.  Edible 

oils, soap, fertilizers and livestock feeds which 

make the cotton value chain more appropriate 

for promoting employment creation and 

sustainable development. In fact many 

developed and developing countries started 

their industrialization journey with textile 

manufacturing. Examples include England and 

the East Asian countries. Increasing cotton 

production also has positive implications for 

food and income security for vulnerable, rural 

populations, while the by-products such as 

cotton oil. Cotton is also one of the few cash 

crops suitable for marginal, low rainfall areas, 

which cover a large percentage of the 

country’s eastern, western and northern 

districts. The crop is grown by small-scale 

farmers, which means the lowest category of 

people will have their quality of life enhanced if 

this subsector is revamped. Uganda’s cotton is 

also inherently high quality and medium staple 

length cotton, while most cotton produced 

worldwide is of shorter staple length. Egypt is 

one of the few suppliers that produce longer 

staple length cotton than Uganda. Thus, 

Uganda produces quality cotton that should 

compete effectively on the world market, and 

at premium prices.  

Therefore for Uganda in particular and the 

East African countries in general, which is 

aspiring to industrialize, overhauling the textile 
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manufacturing would be a good starting point. 

At the moment, Uganda, and the East Africa 

regions’ CTA subsector is struggling as a 

result of a number of challenges. The regions’ 

share in global textile and apparel trade is 

marginal. It should also be noted that the 

subsector has been edged out of the domestic 

and regional textile and apparel markets as a 

result of competitively produced imports. 

Therefore a key challenge for Uganda and the 

East Africa region is how to boost the 

domestic CTA subsector, increase production 

and competitiveness and also enhance both 

the regional and global value chain and 

diversify exports in international markets.   

The Ugandan textile sub sector was founded 

in the 1950s and 60s, spearheaded by the 

Uganda Development Corporation (UDC) that 

worked hand in hand with international 

partners like the Calico Printers of the United 

Kingdom and YAMATO International as well 

as other Asian families to establish mills 

across Uganda.  The other Textile Mills, other 

than the defunct Rayon Textiles in Kawempe 

and the Uganda Garment Industries Limited 

(UGIL) that were established under the above 

arrangement are located up-country, near 

sources of either raw materials or energy. 

These included Nyanza Textile Industries 

Limited (NYTIL) in Jinja, Mulco Textiles in 

Jinja, African Textile Mills (ATM) in Mbale and 

Lira Spinning Mill in Lira.   

Under the auspices of the Uganda 

Development Corporation (UDC) as the 

vehicle for industrialization in Uganda, a 

National Textile Board was established in the 

late 1960s to guide textile industry activity in 

Uganda that focused at import substitution.    

Following the Nationalization Policy in the 

early 1970s, the textile mills in Uganda were 

nationalized like any other investments in 

Uganda, marking the beginning of the sub 

sector's journey to total collapse by the early 

1990s when all mills had virtually closed. At its 

peak in 1972/3 the textile industry consumed 

approximately 400,000 bales of cotton    

Historically textile production has been a major 

source of employment in Uganda and cotton 

has been a major cash crop exported in 

Uganda. The cotton –textile –apparel industry 

has been a significant sector in contributing to 

poverty alleviation and foreign exchange 

earnings. Currently, however, it accounts for 

only about 5.5% of the country’s foreign 

exchange earnings.  The opportunity under the 

African Growth Opportunity Act (AGOA) was 

expected to resuscitate the sector, however, 

although there were some apparel exports to 

the US, the fabrics and accessories, were 

imported from as far as Hong Kong, Pakistan 

and China. Thus there were no linkages 

across the CTA value chain i.e. between 

cotton production, yarn making and the 

apparel exports. On the other hand almost 

80% of the raw cotton produced from the few 

ginneries is exported in this half-processed 

form; while only 20% is consumed locally, 

mainly by the two existing textile and apparel 

factories i.e. Southern Range Nyanza (Nytil) 

Ltd and Phenix Logistics (U) Ltd. Therefore 

once a vibrant sector, Uganda’s textile industry 

is in a crisis, as it faces stiff competition from 

textiles and apparels from Asia and the Middle 

East; and also second hand clothes from 

Europe and the United States.  

Uganda has in place the “Integrated Industrial 

Policy for Sustainable Industrial Development 

and Competitiveness”. The policy was 

developed in 2007. Therefore it is outdated as 

it does not take into account the current global 

dynamics in the CTA subsector.  Further still 

the Policy does not analyze the challenges 

facing Uganda and the region at large in 

developing a CTA value chain.  Following on 

this policy, Uganda developed the  “The 

National Textile Policy, a Framework for the 

Textile Sub Sector Transformation, 

Competitiveness and Prosperity; 2009” with 

the objective of  enhancing the performance of 

the agro-based industries in the country, so as 
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to increase value addition on locally available 

raw materials and export of manufactured 

goods. The National Textile Policy contains a 

framework to guide specific policy 

actions/interventions for the revival and 

sustainability of investments in the sub sector 

in addition to offering policy makers and 

private sector operators a coherent direction to 

guide coordinated performances and 

implementation of the policy.1 Government 

has also in place  “The National Industrial 

Sector Strategic Plan  2010/11-2014/15” which 

outlines the policy actions, relevant 

stakeholders for implementation, intervention 

areas, expected outcomes and the specific 

interventions (activities). Although these 

policies and strategies are in place, there is 

still lack of linkages between cotton production 

and textile and apparels production. For 

example the National Textile policy included a 

strategy to produce one (1) Million bales of 

cotton by 2015. This mark was achieved 

according to the Cotton Development 

Organization (CDO). However despite this 

increase in production only 5% of the cotton 

produced was used by the textile industry in 

Uganda; while 95% of the lint was exported to 

Asia, Europe and Kenya. Therefore 

strengthening the CTA value chain has been a 

challenge despite the good policies in place.    

It should be noted that there are immense 

opportunities for the Uganda CTA subsector. 

Uganda is a member of various trading 

regional blocks including; the East African 

Customs Union and COMESA; and has also 

concluded the EAC- COMESA- SADC 

Tripartite treaty. There are also market 

initiatives which Uganda has entered into i.e. 

Everything But Arms (EBA), AGOA and the 

Economic Partnership Agreement (EPAs) 

which provide potential lucrative markets.    

The current changes in global sourcing for 

apparel also provide opportunities for Uganda 

                                                

1 The National Textile Policy 2009 

and the EAC region. Currently, China is the 

leading exporter for garments and textiles with 

about 38% and 33% share of world exports. 

However, wages in China are rapidly rising 

with private sector wages climbing by 14%. As 

wages rise in the world’s largest exporter, 

buyers are looking elsewhere to source 

apparel. This represents one of the most 

important shifts in global sourcing since the 

end of the Multi-Fiber Agreement (MFA) in 

2005 which Uganda and the East African 

region should tap into this shift.  

However in order to take advantage of the 

available national, regional and global textile 

and clothing markets, Uganda and the EAC 

region have to tackle the challenges facing the  

CTA subsector.  The challenges are many and 

formidable.  

Summary of Stakeholder 

Views  

Regina working with a CSO summarized the 

hope for a number of people in the CTA 

subsector. She said “I believe that, if given 

priority and well-managed, Uganda’s textile 

industry has the potential to reduce the 

prevailing high rate of unemployment and 

increase farmers’ incomes. It can, actually, 

become only second to oil”. 

According to an official from the Ministry of 

Trade, Industry and Cooperatives, the 

challenges facing the CTA are closely linked to 

the challenges of promoting industrialization in 

Uganda and the region. These include, inter 

alia, the limited capacities and capabilities for 

policy analysis, policy development and 

implementation; the inappropriate policies for 

sustainable industrial development and 

competitiveness; the inadequate capabilities 

for effective governance, including corporate 

governance and economic management; 

inadequate industrial support institutions to 

develop and sustain a competitive industrial 
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sector; the inadequate technologies for the 

processing of the country’s agricultural and 

mineral products; the  inadequate skilled 

industrial human resources, in particular, 

managers, industrial planners, engineers, 

technologists, technicians, etc.; the lack of 

entrepreneurship development, inadequate 

entrepreneurial capabilities and lack of SME 

support institutions.; and  the limited scope for 

forward and backward integration of industries 

and the agriculture- industry linkage. In 

addition, Annet S., a programme officer in one 

of the SME  pointed out that  the weakness of  

supporting institutions such as those providing 

financial services and  market information 

have also affected the development of the 

CTA subsector .  

Analyzing the challenges facing the CTA 

subsector, Ms. Mary who works with a civil 

society organization argues that the Uganda 

textile industry greatly suffered the 

consequences of structural adjustments 

programme and trade liberalization. That an 

open market economy, associated with 

inconsistent government policies to protect the 

textile industry, has laid them bare to stiff and 

harsh competition from the outside, particularly 

China ,injuring the industry and resulting in 

loss of productive capacity, factory closure, 

redundancy and retrenchment in some cases.  

Mr. Kirabira a former cotton farmer pointed out 

that the low and fluctuating cotton prices is a 

disincentive to farmers to undertake cotton 

farming, especially given the intensive nature 

of cotton growing. Cotton prices on the world 

market have consistently declining. For 

example the cotton prices declined from nearly 

U$ 1 per pound in 2014 to just over U$ ½ in 

February 20152. The reluctance by 

government  to protect the CTA subsector 

through completely banning  the importation of 

second-hand clothes; and limiting the 

importation of textiles and apparels from China 

and  India  has been cited by a number of key 
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stakeholders as a key challenge facing the 

CTA subsector. 

A worker from the Nytil industry put the blame 

on the outdated textile plants and machinery 

which are basically outdated and the lack of 

skilled workers in various aspects of textiles 

production.  The power shortages and the high 

cost of power when it is available were also 

cited as one hindrance to developing the CTA 

subsector.  

According to an official from the Uganda 

Manufacturers Association, promoting the CTA 

subsector in Uganda and the EAC region will 

revolve around reducing costs faced by 

manufacturers to ensure that they can produce 

at a profit. This could mean improving 

infrastructure, ensuring cheap and reliable 

supply of power and designing appropriate 

incentives i.e. tax relief for producers; export 

incentives for firms targeting international 

markets; or asking foreign firms to use 

domestic inputs and labour. 

Recommendations 

The existing CTA value chain in Uganda and 

the region is incomplete since the bulk of the 

apparel produced   uses textiles sourced from 

outside the region, while the bulk of cotton lint 

produced in the region is exported. Therefore 

the link between cotton and apparel - the yarn 

and textile sector - is largely absent. Therefore 

it is important to forge and strengthen the 

backward and forward linkages within the CTA 

value chain. This will reduce costs and 

increase the competitiveness of the subsector. 

Uganda and the EAC should address the 

issue of the importation of both new and used 

textiles and apparels, through either by 

increasing the tariffs or imposing quotas in 

importing countries. The Geneva 

ambassadors should advise on what is 

feasible as per the WTO obligations.  
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Government should also put in place a 

protection policy for local firms dealing in 

textiles. Again the Geneva ambassadors 

should advise on this issue. In order to 

discourage the export of raw cotton, 

Government should impose export taxes on 

raw cotton in order to discourage its export.  

The Geneva Ambassadors should also ensure 

that the Cotton Issue in the WTO is 

successfully concluded. The WTO General 

Council of 1 August 2004 decided "to address 

cotton ambitiously, expeditiously and 

specifically, within the agriculture negotiations 

in relation to all trade-distorting policies 

affecting the sector in all three pillars of market 

access, domestic support and export 

competition" the same mantra has been 

repeated again and again ever since. Yet the 

huge subsides provided by the developed 

countries have continued to depress world 

prices and thereby driving farmers out of 

production with no other sources of income. 

Therefore Uganda and the EAC will have to 

put in place well-coordinated policy 

frameworks that go beyond industry to 

investment, procurement, tax, infrastructure in 

order to have a holistic approach to developing 

the CTA value chain. The Geneva 

ambassador will have to negotiate some policy 

space for these frameworks to be put in place. 
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CUTS International, Geneva 

CUTS International, Geneva is a non-profit NGO 

that catalyses the pro-trade, pro-equity voices of 

the Global South in international trade and 

development debates in Geneva.  We and our 

sister CUTS organizations in India, Kenya, Zambia, 

Vietnam, and Ghana have made our footprints in 

the realm of economic governance across the 

developing world. 

 © 2016. CUTS International, Geneva. 

This country update note is authored by SEATINI, 

Uganda. CUTS’ country updates aim to inform 

negotiators and policy makers about stakeholders’ 

perspectives on the ground related to a particular 

issue. Readers are encouraged to quote or reproduce 

material from this paper for their own use, provided 

due acknowledgement of the source is made. 

37-39, Rue de Vermont, 1202 Geneva, Switzerland 

geneva@cuts.org ● www.cuts-geneva.org   

Ph: +41 (0) 22 734 60 80 | Fax:+41 (0) 22 734 39 14 |  Skype: cuts.grc 

 

 

 

 

PROMOTING AGRICULTURE, CLIMATE AND TRADE LINKAGES IN THE 

EAST AFRICAN COMMUNITY – PHASE 2 

The PACT EAC2 project builds capacities of East African stakeholders for 

climate-aware, trade-driven and food security-enhancing agro-processing in 

their region. Web: www.cuts-geneva.org/pacteac2 
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