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Uganda’s economy remains heavily dependent on the agricultural sector. In 2008/09, the 
agricultural sector contributed 90 percent of total export earnings, generated 23.7 percent of Gross 
Domestic Product (GDP), and directly or indirectly provided livelihoods for about 90 percent of the 
population (MFPED, 2009). However, most of the agricultural production is by small-scale 
subsistence farmers who use rudimentary technology and are largely engaged in non-market 
production. The Plan for Modernisation of Agriculture (PMA) was, therefore, designed by the 
government of Uganda as a strategic framework for eradicating poverty through the implementation 
of multi-sectoral interventions aimed at easing the multifaceted constraints faced by farmers. 
Specifically, PMA is aimed at increasing income and quality of life, improving household food 
security, providing gainful employment, and providing sustainable use and management of 
resources.  

In support of PMA priority interventions, the Government of Uganda is implementing the Prosperity 
for All development framework that embraces rural enterprise and promotes industry by building on 
the Plan for Zonal Agricultural Production, Agro-processing and Marketing. Through zoning and 
enterprise selection criteria, PMA intends to provide information and guidance for agricultural 
investment to local governments and individual farmers at the agricultural production zone level 
(Figure 1). The International Food Policy Research Institute is assisting PMA in building capacity to 
target profitable types of enterprises. This study is aimed at providing information about the 
profitability of PMA priority enterprises in the 10 established agricultural zones of Uganda. The 
findings and recommendations provided here 
were obtained through analysis of the Uganda 
National Household Survey (UNHS), the most 
frequently updated database on household 
economic activities in the country. This policy 
brief concludes with suggestions on how the 
UNHS could be improved to provide more 
accurate information on relative enterprise 
profitability in the future.

Methodology 

The study utilized farm household data available in the 
2005/06 UNHS to generate enterprise budgets for 
PMA priority enterprises. The budgets were the basis 
for computing enterprise-specific gross margins at both 
national and agricultural zone levels. Budgets for the 
following sixteen crop and three animal enterprises 
were prepared: 

 1)  banana 2)  bean 
 3)  cassava 4)  cocoa 

Figure 1: Agricultural production zones of Uganda
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 5)  coffee 6)  field pea 
 7)  finger millet 8)  groundnut 
 9)  Irish potato 10)  maize 
 11)  passion fruit 12)  rice 
 13)  sesame (simsim) 14)  sorghum 
 15)  sweet potato 16)  tobacco  
 17)  beekeeping 18)  dairy 
 19)  goats 

Gross margins1 were computed as gross revenue2 less 
operating (variable) costs of production. Computation 
of gross margins requires three types of information: 
farm-gate prices (calculated as the season median 
farm-gate prices per kilogram), enterprise yields, and 
per-unit variable costs of production. For crop 
enterprises, variable costs of production include family 
labour, hired labour, and cost of material inputs such 
as seeds, fertilizers and other chemicals, and 
mechanized and draft power. The cost of family labour 
was calculated based on the average district wage rate 
for hired labour. Two types of partial budgets were 
prepared: 1) partial budgets based on national average 
costs of production, representing low-input 
technology; and 2) partial budgets based on 75th 
percentile variable costs and 75th percentile value of 

production, representing high-input technology.3 
Results are reported at both national and zone levels. 

Farm-level findings and recommendations 

Profitable agricultural enterprises were identified for 
each agricultural production zone in Uganda (Table 1). 
Among crop enterprises, bananas and maize are the 
two most universally profitable enterprises, each 
appearing on the list of profitable enterprises in seven 
of the ten zones. The third most universally profitable 
crop in the country is sweet potatoes, while cassava is 
the fourth. Among animal enterprises, the most 
universally profitable enterprises, by far, are goat and 
dairy. It should be noted, however, that insufficient 
production detail was available in the UNHS data to 
adequately consider poultry and aquaculture, which are 
priority enterprises under the PMA and which may 
also be profitable in some zones. Summarized across 
regions, in the first growing season of the annual 
production calendar, cocoa, banana, and tobacco are 
the most profitable crops; in the second season, the 
most profitable crops are banana, cocoa, passion fruit, 
tobacco and rice.  

 
Table 1: Profitable enterprises by agricultural production zone 

Enterprise 

Zone* No. of 
zones 1 2 3 4 5 6 7 8 9 10

Crops            

Banana   X  X X X X X X 7 

Bean          X 1 

Cassava  X X  X X     4 

Cocoa       X   X 2 

Coffee   X      X X 3 

Field pea  X         1 

Finger millet      X  X   2 

Groundnut         X  1 

Irish potato        X X X 3 

Maize X  X X X  X X X  7 

Passion fruit       X    1 

Rice     X X   X  3 

Simsim  X         1 

Sorghum X          1 

Sweet potato   X X X X  X   5 

Tobacco   X    X    2 

Animal            

Beekeeping   X  X      2 

Dairy     X X X X X  5 

Goats X X X X  X X   X 7 

*Zones 
1 - North-eastern Drylands 6 - Lake Victoria Crescent 
2 - North-eastern Savannah Grasslands 7 - Western Savannah Grasslands 
3 - North-western Savannah Grasslands 8 - Pastoral Rangelands 
4 - Para-savannahs 9 - South-western Farmlands 
5 - Kyoga Plains 10 - Highland Ranges 
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Policy findings and recommendations 

Labour costs, especially family labour, constitute a 
significant proportion of total costs of production for 
crop enterprises in all agricultural production zones. 
Labour-saving practices are highly recommended. 
Among current farming practices, those that save 
labour the most are row planting of broadcasted crops 
and use of draft animals. Other labour-saving practices 
include use of herbicides, practicing minimum tillage, 
and planting legumes as an intercrop to suppress 
weeds. Some farmers also join local labour-rotation 
groups, in which farmers mutually provide labour to 
each other. 

For some of the crop enterprises in Table 1, there are 
few high-yielding varieties. Crops in this category 
include field pea, finger millet, Irish potato, simsim, 
sorghum, and sweet potato. For these crops, there is 
little difference in gross margins between the low-
input technology and high-input technology. Attention 
should be given to identify high-yielding varieties of 
these crops which could most readily be developed and 
promoted. 

For traditional smallholder cash crops, especially 
coffee and tobacco, material input costs such as 
fertilizers and other chemicals comprise a significant 
portion of total costs besides family labour. Timely 
and affordable access to material inputs is vital for 
farmers to increase yields and profits for traditional 
cash crops, as well as for nontraditional cash and 
subsistence crops. Given the magnitude of the costs of 
purchased inputs relative to average farm household 
income, increased access to agricultural credit is vital 
for enhancing profitability of agriculture. 

How to make UNHS more useful for 
analysis of agricultural profitability 

Use of the Uganda National Household Survey 
(UNHS) for preparing agricultural enterprise budgets 
is limited by the structure of the questionnaire. 
Sections 4, 5, 6 and 7 of the 2005/06 UNHS crop 
module are not linked together by seed type (local, 
improved) and cropping system (monocrop, intercrop). 
Therefore, crop output cannot be associated with a 
particular seed type or production method, making it 
impossible to estimate profitability of differing 
agricultural practices and packages of inputs. 
Furthermore, insufficient information is available on 
seed varieties. The study found little difference in 
yields of local versus improved varieties of seeds for 
some crops. Since farmers were asked simply whether 
they had used local or improved seeds, rather than the 
name of the seed variety, it was impossible to 
determine whether the apparent ineffectiveness of 
improved seeds for some crops was due to poor 
farming practices or incorrect assignment of local 
seeds to the improved category. Finally, in the 
livestock module, sections 10 and 11 of the UNHS are 
not linked to each other by animal enterprise type. The 
failure to link the two sections limited the computation 
of livestock expenditure and production levels for 
specific livestock enterprises.  

The following changes would make the UNHS more 
useful for constructing enterprise partial budgets. 
Sections 4, 5, 6 and 7 of the crop module should report 
all information at the plot level and detailed 
information on seed type should be provided. In the 
livestock module, sections 10 and 11 should be linked 
together by livestock type. 
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Notes 
1. Gross margin is not the same as profit (net margins) since the computation of gross margin excludes overhead costs such as 
interest and depreciation on assets, for which costs do not vary with the size of the enterprise. Consequently, the use of net profit 
for farm planning is not recommended since fixed cost elements do not vary in proportion to the size of the enterprise (Upton, 
1987). 
2. For goat enterprises, the study assumes that it takes an average of 18 months to raise a market weight goat, therefore, the six 
months value of output is considered as the market value of the goat divided by three. 
3. The 75th percentile variable costs and value of output were assumed to be a good representation of small-scale commercialized 
farmers able to implement recommended practices. 
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