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The export sector of the Ugandan economy has recorded tremendous recent growth. Between 2000 
and 2006, the value of exports climbed from US $401 million to US $962 million, with agricultural 
products accounting for 60 percent of this. The growth in agricultural exports is largely attributed to 
a series of institutional reforms designed to modernize the economy and increase productivity. The 
result of these reforms has been increased private investment and a reduced role for direct 
government interventions in the agricultural export sector. However, some gaps remain that reduce 
the efficiency of the markets. Ugandan farmers continue to have limited access to markets in 
developed economies. Moreover, the evolving structure of export value chains globally has resulted 
in Ugandan smallholders, in particular, facing increased competition from high quality producers 
elsewhere. Value chain analysis offers insight into the operations of specific marketing channels by 
assessing the growth potential for particular export commodities. This brief examines several 
Ugandan agricultural export value chains to identify key gaps or bottlenecks in these chains. 

Figure 1 on page 2 provides a generalized perspective 
on the actors in the export value chains for Uganda and 
how they are linked. Three different sorts of chains can 
be identified.  

For those commodities in which there is very little 
integration in the marketing of the produce, at least 
five actors can be identified. For this sort of value 
chain, labeled chain 1 in Figure 1, the producer 
acquires inputs for production from an input supplier. 
After producing the commodity or product, 
intermediate purchasing agents buy the produce, 
bulking up large quantities from many producers, and 
sell it on to an industrial processor or marketer. 
Thereafter, the commodity is sold to an export firm for 
dispatch to the overseas export market. 

However, it is relatively common in the agricultural 
export value chains found in Uganda for some 
integration of the functions of the various actors in the 
value chain into a single firm or enterprise. For value 
chain 2 in Figure 1, the functions of intermediate 
bulking of the product, processing, and exporting are 
all carried out by the same enterprise. An example of 
such a value chain is that of fresh and frozen fish for 
export. The same firm purchases fish from individual 
fishermen, who are operating on their own account. 
The purchasing firm then takes care of the processing 
of the fish and shipping it to the export market. 

The flower industry in Uganda provides an example of 
value chain 3 in Figure 1, where all of the functions of 
the value chain are carried out by a single firm. The 
flower producers acquire their inputs from sources 
outside of Uganda, produce, process, and export the 
flowers using all of their own resources. 

Constraints to increased marketing of 
export products 

Efficient production and marketing of export crops 
requires good governance, an enabling public policy, 
and the provision of key public goods – the 
infrastructure, institutions, and services that provide 
market information, establish grades and standards, 
manage risks, and enforce contracts. The establishment 
of these conditions for agricultural export marketing is 
a continuing challenge in many countries, including 
Uganda. 

Information, financial and extension services 

In Uganda, price formation at the producer stage of 
value chains is not done in a transparent manner for 
both export and locally-marketed crops. Particularly 
where intermediaries are the main source of price 
information for farmers, farmers are disadvantaged in 
their price negotiations. While the Uganda Export 
Promotions Board (UEPB) provides updated
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Figure 1: Generalized export products value chains for Uganda. 

 

information on quality and standards on the internet, 
the internet infrastructure in Uganda is limited to a few 
urban areas and serves virtually no smallholder 
farmers. Likewise, rural areas are not well-served by 
the financial sector as many financial institutions feel 
that agriculture is risky. Smallholder farmers face 
immense challenges in attempting to obtain the capital 
they require to acquire needed production and 
processing technologies. Similarly, the quality of the 
agricultural extension information smallholder farmers 
receive from government and parastatal agencies, such 
as National Agricultural Advisory Service (NAADS), 
is often deficient, untimely, or irrelevant. 

Contractual production could help overcome these 
constraints through linking producers with processors 
and exporters. Under such a system, producers would 
obtain inputs, any additional financing, and 
information on optimal production techniques from the 
processors and exports on a contractual basis. 
However, some observers have found that growth in 
contract farming in Uganda is constrained by 
inefficient contract enforcement systems within 
Uganda’s judicial system. 

Infrastructure 

The World Bank’s World Development Report for 
2008 noted that poor access to roads, electricity, and 
generally inadequate infrastructure adds to transaction 
costs in all agricultural value chains and cause quality 
deterioration and high spoilage losses. As a hilly, 
landlocked country, Uganda’s transport sector must be 
highly efficient for exporters to offset the competitive 
disadvantages of geography and topography. However, 
Uganda’s transport sector is not efficient with 
inadequate and poorly maintained roads and 
dilapidated and limited rail service both within Uganda 
and in connecting the country to its main seaport of 
Mombasa. Storage facilities also are an important 
element in export value chains. Inadequate and 
inefficient on-farm post harvest storage hampers 
bulking, while group storage is limited by inadequate 
and expensive storage facilities as well as an 
unpredictable power supply. 

Institutions 

Despite increasingly stringent quality standards in 
global export markets, Uganda lacks the capacity to 
develop and enforce the rules of product 

standardization and quality assurance necessary to 
reliably participate in export trade arrangements. 
Moreover, public responsibility for market issues is 
fragmented across numerous ministries and agencies, 
contributing to duplication of functions and 
bureaucratic conflict. Most private enterprises have 
little trust that commercial courts will enforce the 
commercial laws upon which Uganda’s agricultural 
export sector must be anchored. World Bank studies 
show that contract enforcement in Uganda is still 
inefficient compared to other countries in the region. 
Commercial dispute resolution requires an average of 
535 days in Uganda’s commercial courts, while the 
cost of litigation is 45 percent of the claim.  

Producer organizations, whether for export or local 
crops, bring together smallholder farmers in order that 
they might achieve increased access to new crop 
production technologies, higher yields, better access to 
markets and improved access to inputs and rural credit. 
However, such organizations often lack the capacity 
and knowledge to understand market demand and 
develop their skills and the capital requirements to 
supply the required volumes of quality product at the 
right time. The inability of export crop farmers and 
small-scale rural export commodity processors in 
Uganda to organize themselves into effective 
cooperative organization results makes them weak 
participants in export value chains. Both the farmers 
and processors themselves and the export commodity 
value chains as a whole would benefit from strong 
institutions representing their interests. 

Empowering rural producers in producing 
and marketing export crops 

The private sector is now recognized as an important 
agent of development, but its growth in Uganda is 
frequently constrained by shortages of capital, of 
entrepreneurial, managerial, technical and marketing 
skills, and of information. In consequence, in 
expanding Uganda’s agricultural exports, there 
remains an important role for the government. The 
government has significant responsibilities in enabling 
agricultural export value chains to operate efficiently 
and profitably. Key legal and regulatory frameworks 
are required to enable contracts to be enforced. Quality 
and marketplace compliance programs are a key pillar 
for the emergence of a dynamic agricultural export 
sector. This necessitates systems that ensure awareness 
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of the quality expectations of Uganda’s export markets 
and compliance to those requirements and regulations. 
The provision of business development and financial 
services also are critical in this regard. Programs which 
provide information for business development, 
establish sustainable group lending activities to finance 
export commodity production and processing, and 
provide links to banks, input suppliers, and markets all 
help smallholder farmers and rural processors in 
Uganda to participate profitably in export commodity 
value chains. 

It was noted that contractual production for export can 
help producers to access technology and enable them 
to better respect quality and standards requirements. 
The government of Uganda is addressing the problem 
of poor contract enforcement through its Commercial 
Justice Reform Programme. With such institutional 
and legal arrangements in place, smallholder 
households who have engaged in such contracts should 
realize sustained improvements in their welfare, while 
the agribusiness firms should be able to expand 
substantially the numbers of smallholder producers 
with whom they work. 

Improving a wide range of rural services and 
institutions, as well as the rural road network, also will 
contribute to smoother, more efficient, and lower cost 

processing and marketing operations in the various 
agricultural export value chains in Uganda. However, 
public resources are limited; therefore cost-sharing 
with the private sector is needed. The construction and 
maintenance of roads, particularly rural feeder roads, 
can be contracted out by the government to private 
sector firms. Similarly, the government should provide 
incentives to foster private sector involvement in 
constructing produce storage facilities.  

Conclusions 

Agricultural export production in Uganda hinges on 
the efforts of rural producers and processors who 
typically receive the least benefits from the marketing 
and processing of their products. Nurturing and 
building the capacity of farmers’ groups is one way of 
improving quality, profitability and marketing 
efficiency. Moreover, because Uganda is a landlocked 
country, regional development initiatives are likely to 
have significant returns for markets and for efficient 
transportation and the regulation of product quality. 
Clearly the effective implementation of policies to 
expand the level and diversity of the agricultural 
exports urgently needs to be addressed to benefit 
smallholder farmers as they produce and process these 
goods.
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