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FOREWORD

Advancements in different disciplines of science, policy, research, assessment,
technology and economics, and possibilities of genuine multi-stakeholder
partnerships, have offered unprecedented opportunities to set ourselves on the
pathway to achieve Millennium Development Goals (MDGs). Ensuring food security,
sustainable livelihoods and economic growth, as well as sustaining and improving the
health of ecosystems, are some of the key contributing factors to help achieve MDG 1
(Poverty Reduction) and MDG 7 (Ensure Environmental Sustainability).

Organic agriculture offers one of the most promising options where a combination of
traditional knowledge, scientific breakthroughs and technological advancement holds
the possibility of sustaining productivity gains made in recent years, and
simultaneously offering opportunities to increase trade, generate business and wealth
creation opportunities for the rural farmers, and reversing declining environmental
indicators, including emission of Greenhouse Gases.

However, it is important to highlight that as alternatives to industrial agriculture
evolve, so must their markets and the farmers who serve them. Creating and serving
new markets, both domestic and international, remains one of the key challenges for
sustainable agriculture.

Uganda is one of those countries that have taken the lead in serving the growing
markets for organic products. During the last few years, when contribution of
agriculture to the national economy in Uganda has been declining largely due to
ecological factors and limited investments, growth trends in organic agriculture
provided a rare opportunity to turn around the fortunes of the farmers, spur economic
growth, increase export revenue, reduce unemployment and poverty, and restore
degraded agro-ecosystems while ensuring livelihoods and food security. Between
2003 and 2005 Uganda’s organic agriculture growth was recorded at 38%. Today, it
is a key player in the international trade of organic products and is among the African
countries with the highest potential to capture market access opportunities.

This report, which is result of a two-year long research and participatory process,
intends to contribute to the debate on the integrated development of the organic
agriculture subsector in Uganda as an alternative farming method. It proposes that in
order to reap full multifaceted benefits of organic agriculture, the Government must
create an enabling environment that helps organic agriculture producers and exporters
to overcome a number of obstacles and that ensures equitable distribution of benefits.

UNEP-UNCTAD Capacity Building Task Force on Trade, Environment and
Development (CBTF) stands ready to assist Uganda in its efforts to achieve targets
that it has set for the promotion of organic agriculture in the National Export Strategy
2007-2012.
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EXECUTIVE SUMMARY

For the last half-century, agriculture has been the dominant sector in Uganda’s
economy, contributing to the highest percentage of GDP amongst all sectors and the bulk
of both formal and informal employment. The agriculture sector also provides the basis
for livelihood and livelihood security of many people outside the formal food market
especially in the rural areas. With Uganda’s total population projected to reach 129.1
million by 2050," a dynamic and robust agriculture sector is critical in ensuring the
provision of adequate food for the population. From an economic perspective, agriculture
is still seen as the key engine of national growth. Hence, the progressive transitioning of
the national economy from a nature-based economy to a robust industrial, services or a
knowledge-based economy has to be grounded on agriculture.’

The Declining Fortunes of the Agriculture Sector

The agricultural sector plays a central part in Uganda’s economy. As of 2004/05,
agriculture was estimated to contribute on average 36.3% of fotal GDP annually.
Currently, data shows that agriculture supplies 68% of all export earnings. Nearly 90% of
the population live in rural areas and agriculture is their predominant activity.
Approximately 4.5 million smallholder farmers, each owning an average of 2 ha, are the
key players in the agriculture sector. According to the Poverty Eradication Action Plan
(PEAP in 2004), agriculture employs around 68% of the total labour force in both formal
and informal employment.

The critical importance of the agriculture sector is well recognised at the policy as
well as at the political level. The sector however is suffering from its worst decline to
date with persistently downward trends since 1998. For example, sector GDP growth has
declined from 4.6% in 2000/01 to 1.6% in 2003/04, before a marginal recovery of 2.1%
in 2004/05. Provisional statistics show that the GDP growth of the agriculture sector will
reach a record low of 0.4% in 2005/06. While political leaders and senior policymakers
have attributed this decline in growth to other sectors such as industry and services, the
decline in agricultural productivity can be attributed to limited investments and
ecological factors.

Agriculture and the Environment

This study emphasises the interdependency between agriculture and environment
in the country. Subsistence and smallholder farmers, who are mainly using rudimentary
technologies and production methods, dominate the agricultural sector. Most agricultural
activities are dependent on nature and the ecological integrity of the environment.
According to the annual State of the Environment Reports however, Uganda is beginning
to experience severe environmental stress. Increasing land degradation, declining soil
productivity, climate change, and unpredictable weather patterns are threatening the
growth of the sector. For example, GDP losses arising from land degradation range from

"' UNFPA, 2006. The State of the World Population Report. Pg 108.
2'Y K. Museveni, 2001. Consolidating the Achievements of Movement: 2001 Election Manifesto.



US$1.3 billion to US$3.8 billion, representing approximately 17% of total GDP. The
problem of land degradation could be compounded by the rampant use and
careless/unregulated disposal of plastic bags (kavera). At the moment, it is estimated that
approximately 616,000 tonnes of plastic waste accumulated in Uganda’s environment
over the period of 1991-95.

Organic Agriculture Production

With a worsening environmental situation, organic agriculture (0A) becomes a
central policy question for Uganda. Despite the declining fortunes of the agriculture
sector as a whole, the OA subsector has registered dramatic growth over the last few
years. Current statistics show growth rates of 38% per annum. Uganda is currently
estimated to have 45,000 certified OA farmers and an estimated 185,000 ha of land
certified for organic farming. Growth in OA could be stimulated by taking measures that
increase the number of OA producers and traders, as well as spur more strategic research
and development activities that focus on identified products and increase the
documentation and use of traditional knowledge practices.

Exports of Organic Agriculture Products

OA exports have also been growing at an impressive rate. The value of organic
exports grew from US$3.7 million in 2003/04 to US$6.2 million in 2004/05 (all f.0.b.).
The variety of products being exported includes fresh vegetables, fresh tropical fruits,
dried fruits, coffee, tea, cotton, sesame, spices, honey and other forest products. Major
market destinations for Uganda’s OA products include the United States of America
(USA), Germany, and the United Kingdom (UK). However, the countries that have the
highest per capita consumption of organic products are Sweden, Switzerland and
Denmark. The International Trade Centre has projected that by 2010, organic agriculture
markets by value could reach US$46 billion in Europe, US$45 billion in the USA, and
USS$11 billion in Japan. This Integrated Assessment study however identifies specific
constraints barring market access to this growing international market.

Organic Agriculture Growth Scenarios

Based on the current growth trajectories in the OA subsector and the aspirations
of stakeholders, the study identifies three growth scenarios for OA over the next 18 years.

In the overdrive growth scenario, OA is expected to grow at the current 38% per
annum. Evidence for established growth trends comes from a) the conversion of a
number of firms from conventional agriculture to organic agriculture production; b) the
increasing number of national and foreign firms; and c) the identified potential for the
expansion of the local organic products market.

The study here observes that current growth trends in OA have occurred in spite

of an absence of government policies or initiatives specific to the subsector. The
overdrive growth scenario is premised on the growing evidence that the government
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could develop stronger interest and provide policy direction and allocate budgets to the
subsector. OA has the potential to radically transform farmer and household incomes,
increase export revenues, and address equity concerns and other social and environmental
shortfalls. This could convince the government to link up with development and non-
governmental organizations, the private sector, and foreign investors to promote the
organic orientation of Uganda’s agriculture sector.

Under the second alternative, the plateau growth scenario, OA could grow at the
global average of 6-8%. Based on this growth rate, OA exports would reach US$16.7
million to US$22.9 million over the next 18 years. The plateau growth scenario foresees
that the major drivers of growth will continue to come from the private sector, mainly led
by NGOs, exporters and OA farmer organizations. The growth trajectory under this
scenario also predicts that substantial export revenues accruing from a growing export
subsector could spur some selective government interventions through special
programmes.

The third scenario is the slumber growth scenario. Here, OA production and trade
stagnate due to a number of factors. For example, the subsector is only beginning to see
appropriate attention at the political and policy level which could influence its position
vis—a—vis other forms of agriculture production. In any case, international agencies such
as the Consultative Group on International Agriculture Research (CGIAR), and the
Association for Strengthening Agriculture Research in Eastern and Southern Africa
(ASARECA), have significant influence on agricultural production methods and
technologies in Uganda. While they are pursuing systematically designed and executed
programmes to promote the adoption of modern biotechnology including Genetically
Modified Organisms (GMOs), they do not have equivalent programmes on organic
agriculture. In addition, the Ugandan government could also refrain from investing in OA
because NGOs and the private sector are already doing so. Finally, continuing
environmental degradation could worsen so much so that by 2020, the subsector could
suffer from inertia and stagnation.

Absence of a Clear and Specific National Policy Framework Constrains OA Growth

The study recognises and observes that Uganda has no specific and coherent
national policy on organic agriculture. While the current process of policy drafting is
recognised as a significant step in the right direction, the policy document still serves
little purpose as long as the proposed policy actions are not made official and time bound.

General and Specific Recommendations

Key drivers of the three scenarios, possible socioeconomic and environmental
impacts, and likely winners and losers are described in section 3 of this study. Based on
the analysis and the aspirations of stakeholders, we have recommended that actions to
promote OA production and trade should aim to grow the subsector in overdrive. This is
because a robust OA subsector would increase and expand income opportunities for poor
people, stabilize the environment, increase export revenue and address issues of social
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equity. In section 4 of the report, a set of general and specific recommendations is
provided to guide future policy and decision-making in the subsector.

The following general recommendations are proposed:

= For the last twenty years, the government has focused heavily on the pilot mode
when implementing major development initiatives. These pilot projects rarely see
full implementation nationally. The government should go on to fully implement
programmes considered successful. Hence, the tremendous successes being seen
in OA in Uganda require immediate expansion.

= Future interventions in OA ought to take into account the fact that current
successes are achieved in the absence of government interventions. Future policy
actions should be implemented in such a way as not to constrain creativity and
operations of other stakeholders.

= There is a need to re-examine the overall macro- and micro-economic policies of
the government especially those focusing on rural development. Over the last
decade, these policies have been characterised by welfarism, tax relief and
administrative engineering, through the creation of small administrative units
claiming to “bring services nearer to the people”. Other than reducing the burdens
of expenditure on the poor, these policy actions rarely motivate people to be
economically productive and hence may not necessarily lead to increased incomes
for individuals and households.

=  More strategic political leadership is required if appropriate policy responses to
existing problems are to be developed. Evidence suggests that Uganda’s
policymaking processes are sluggish, not time bound and often unclear with
regard to accountability in the event of failure.

= OA can only be possible if the legal and ecological integrity of the environment is
secure and accepted as the underlying source of growth for Uganda’s economy.
The apparent failure by the government to reverse the current trends of
environmental degradation is in itself inconsistent with the growth trajectory of
the overdrive scenario.

= The problem of intra- and inter-sector coordination needs to be addressed as a
matter of priority. At the moment, there are numerous initiatives by different
government agencies on OA production and trade. Their efforts as well as human
and financial resources could be mobilised and made coherent to ensure more
strategic and aggressive investments in the subsector.

The following specific recommendations are proposed:

= [ncorporate growth targets of OA in the national long-term development plan. At
the moment, the National Planning Authority is engaged in a process to develop
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such a long-term plan. This is an opportunity to fully reflect the centrality of OA
to Uganda’s development agenda and underscore the need for appropriate
investments to ensure continuous competitive advantage in the global market.

» Deliberate and specific interventions by the government. Attaining an overdrive
scenario growth trajectory would require the government to take deliberate steps
to invest in OA, in step with efforts by OA farmers, private companies and
international development partners. However, to ensure that the sector continues
to be driven by the farmer-private sector alliance, the government should focus its
interventions, among other things, on four strategic areas: a) it should restrict its
interventions to streamlining policy and removing policy distortions that
undermine OA; b) it should provide strategic long-term funding for OA research
including the establishment of a centre of excellence for the Eastern African
subregion; c¢) it should invest in market research, market development and market
penetration; and d) it should invest in long-term credit and concessions.

= FEstablish an organic stakeholder forum for either formal or informal discussions
and broaden participation beyond NOGAMU members. The programme
initiatives and political signals that shape agriculture policy trends are
unpredictable. For example, since the adoption of the Plan for Modernisation of
Agriculture in August 2000, no less than five major initiatives are being
formulated, such as the Strategic Exports initiative, the AGOA initiative, the Vice
President’s Upland Rice Initiative, the President’s initiative on poverty
eradication, and now the Prosperity for All (PFA) initiative. None of these
initiatives however point to the presence of a coherent national agriculture policy.
To help OA remain politically relevant, stakeholders need to establish a multi-
stakeholder platform to mobilise all business, policy and political actors.

Integrated Assessment on OA and ACODE

The Integrated Assessment on Organic Agriculture in Uganda was undertaken by
the Advocates Coalition for Development and Environment (ACODE). A National
Steering Committee comprised of a multiplicity of stakeholders, and supported by the
Uganda Export Promotion Board, provided overall intellectual oversight. Financial and
technical support for the study was provided by the Capacity Building and Trade Branch
(CBTB) of the United Nations Environment Programme (UNEP) and of the United
Nations Conference on Trade and Development (UNCTAD).
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SECTION 1
INTRODUCTION

This report is a comprehensive integrated assessment of Uganda’s OA subsector.
Its purpose is to analyse the current trends, identify the nature of the actors and the key
drivers of change, examine the potential impacts of possible future growth scenarios, and
make specific policy, legal and administrative recommendations that will spur further
growth of the subsector in a sustainable and development-friendly way.’ The overall
objective is to promote informed policy choices that are required to scale up production
and trade in organic agriculture products.

The report is therefore not a quick fix for problems afflicting the OA subsector in
Uganda. Rather, it is written to stimulate an effective alliance among policymakers,
organic agriculture farmers and farmer organizations, and to keep the private sector
engaged in production and trade in OA products as a means of stimulating policy change
and action. As shown throughout the report, OA subsectors around the world are
changing rapidly and creating new economic possibilities for farmers, traders and the
environment. Yet, taking advantage of these opportunities will require radical and
pragmatic policy/regulatory actions at the national level. The analysis provided in this
report and the range of opportunities for the various stakeholders shown here are intended
to stimulate joint action for policy change.

The report is organized in 4 sections. Section 1 covers the preliminary issues, offers a
description of project modus operandi, and describes the target audience. Section 2
provides a background of Uganda. Section 3 presents the results of the assessment,
focusing on the current and future global market trends, alternative scenarios for the
future growth of the subsector and its potential constraints, and an assessment of the
impacts of the identified scenarios. Section 4 contains a set of general and specific
recommendations which if implemented could bring about desired changes including
growth and mitigate any undesirable impacts of that growth at the same time.

1.1. Integrated Assessment of the Organic Agriculture Subsector

For the last half-century, agriculture has been the dominant sector in Uganda’s
economy, contributing the highest percentage of GDP and accounting for the bulk of both
formal and informal employment. The agriculture sector also provides the basis for
livelihood and livelihood security of many people outside the formal food market
especially in the rural areas. With Uganda’s total population projected to reach 129.1
million by 2050,* a dynamic and robust agriculture sector is critical in ensuring the
provision of adequate food for the population. From an economic perspective, agriculture
is still seen as the key engine of national growth. Hence the progressive transitioning of

* In this report, sustainable development is used to connote a development condition where policies and
programmes, to achieve social development, environmental protection and economic development,
mutually reinforce each other to bring about robust sustainable economic growth and social equity.

* UNFPA, 2006. The State of the World Population Report. Pg 108.
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the national economy from a nature-based economy to a robust industrial, services or a
knowledge-based economy has to be grounded on agriculture.’

It is in this context that the current trends in the organic agriculture subsector are
seeing increasing policy interest. Even as the share of agriculture GDP relative to other
sectors of the economy continues to decline, the contribution of the OA subsector is
growing exponentially. In OA, productivity has been increasing, the number of certified
farmers has been expanding and organic exports as a share of the total agriculture exports
have been growing. OA brings with it numerous advantages that need to be harnessed
through effective policy, legal and administrative interventions. Recognising this, the
government, the agriculture private sector, independent policy think tanks and farmers’
organizations have worked together over the last two years to develop a draft national
policy on OA.

This report examines the implications of the current policy draft on OA on the
future performance of the sector.® The stakeholders have defined the vision for the policy
as the “attainment of a competitive and profitable organic agriculture subsector in
Uganda generating adequate safe and quality food, fibre and other goods and services
for sustainable development.” To achieve this vision, objectives are outlined with a clear
emphasis on reaching sustainable development. On this basis, this study examines the
economic opportunities emerging from the ongoing transformation of OA nationally and
internationally and analyses the social, economic and environmental implications in
accelerating growth.

This study intends to guide policy on scaling up production and trade in OA
products. It is targeted at policymakers at all levels, including the private sector, OA
sector, farmer organizations and international development partners. The review of the
global and national structures for OA and the provision of alternative policy scenarios
can influence policy decisions at the regional and national levels.

In addition this study provides a comprehensive review of the factors affecting
OA production and trade. It maps out major market trends with special emphasis on
global market opportunities over the next decade. Therefore, key stakeholders such as
exporters of OA products, OA farmer organizations and NGOs involved in agriculture
and social development programmes will find the report a useful tool when making
investment decisions. Particular emphasis is placed on the current structure and changes
in the global market for OA as well as the factors that may affect the growth and
expansion of regional and national markets for OA.

While recognising that continued growth and expansion of the OA will create
increased economic opportunities, its success and sustainability are largely dependent on
the extent to which it integrates environmental, social and equity considerations.

5 See, for example, Museveni, 2001. Consolidating the Achievements of Movement: 2001 Election
Manifesto.
6 Republic of Uganda, 2006. Draft Organic Agriculture Policy.
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1.2. The Organic Agriculture Integrated Assessment Project

The process of conducting this assessment started in 2005 under a regional project
entitled Promoting Production and Trading Opportunities for Organic Agriculture in
East Africa.” In late 2005 and early 2006, the assessment process organized stakeholder
meetings and undertook fieldwork to generate empirical data and information. The
assessment was undertaken in partnership with government agencies, private sector
entities, and organic farmers’ organizations that are engaged in the promotion of organic
production and trade in the country. In particular, the following government agencies
were significantly involved as equal partners/members of the national steering
committee):

= Uganda Export Promotion Board (UEPB)

= National Planning Authority (NPA)

= Uganda National Bureau of Standards (UNBS)

= Poverty Eradication Department in the Office of the President

= The National Environment Management Authority (NEMA)

* Ministry of Agriculture, Animal Industry and Fisheries (MAAIF)

The National Organic Agricultural Movement of Uganda (NOGAMU) provided
the vehicle with which OA farmers and farmer groups participated in the assessments.
NOGAMU provided background and baseline information for the assessment and
collected additional information on OA and sustainable development through literature
research.

Besides analysing the efficiency of the National Policy on Organic Agriculture
draft with regard to stimulating growth in OA, an analysis was done with regard to
certain organic crops and their social, economic and environmental relevance in Uganda
as well as their global market relevance. Three scenarios were then developed and the
proposed policy actions analysed in the context of those scenarios. The strategy was to
ensure that the assessment would benefit and inform the policy formulation as well as its
final outcome.

1.3.  Background and National Context

Located in the heart of the Great Lakes subregion, Uganda has a total landmass of
241,000 square kilometres of which approximately 18% is covered by freshwater bodies.
The total population of the country is currently estimated at 27 million people with over
90% living in rural areas. This size of the population combined with an annual population
growth rate of 3.3% makes Uganda a highly populated country within the Eastern and
Southern Africa subregion. Table 1 provides comparative statistics for select countries in

" The project which covers Uganda, Kenya and Tanzania is supported by the United Nations Environment
Programme (UNEP) and the Capacity Building and Trade Branch of the United Nations Conference on
Trade and Development (UNCTAD).
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the subregion. Many neighbouring countries frequently suffer from prolonged droughts,
low agriculture productivity and famine. In this context, Uganda has large untapped
potential to market its farm products to its neighbours.

Population
(Millions)

GDP per Capita
PPP
US§***

29.9 1,700
31.3 1,200
35.2 700
10.7 600
18.4 1,300
12.9 2,100

10.5 900
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Figure 1. Sub-Saharan Africa's share of world hunger is rising sharply.
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Source: USDA/ERS, 2000. Food Security Assessment.

1.3.1. Overall economic and agriculture sector trends. Agriculture dominates
Uganda’s economy and is a major source of GDP and employment. Nearly 90% of the
population live in rural areas and agriculture is their predominant activity. Agriculture
output comes exclusively from around 4.5 million smallholder farmers, 80% of whom
own an average landholding of less than 2 ha. The bulk is scattered small-scale
subsistence farmers who engage in non market-oriented production and who
predominantly use rudimentary technologies.® There are however concerted efforts to
transform the sector towards commercial orientation with the Plan for the Modernisation
of Agriculture (PMA)’ providing the overall national strategic framework within which
transformative activities ought to be considered and implemented.

= Agriculture contribution to GDP
Over the last decade, Uganda has had GDP growth rates averaging 5.6% per

annum. This performance is attributed to strong growth in industrial output and the
services sector. The overall agriculture sector however has experienced a slowdown in

¥ The majority of subsistence farmers do not use productivity enhancement technologies such as fertilizers,
agro-chemicals, improved seed varieties, etc.

’ The Plan for Modernisation of Agriculture (PMA) was launched in 2000 and contains a package of
interventions and reforms in seven priority areas including agricultural advisory services, agro-processing,
environment and natural resources management, agricultural education, and infrastructure development.
See Republic of Uganda, 2000. Plan for Modernisation of Agriculture. To date, the most comprehensively
implemented priority areas are agricultural advisory services and the National Advisory Services program
(NAADS).
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growth resulting in persistently declining agricultural output since 1998. Sector GDP
growth declined from 4.6% in 2000/01 to 1.6% in 2003/04, with some recovery in
2004/05 of 2.1%. According to the 2005 Zonal Agricultural Plan,'® food crop production
dominated the sector, contributing approximately one-half of the agricultural GDP in
2002/03, while cash crops provided a further 17%. The livestock subsector chipped in
16% and fisheries 12%. Table 2 below shows Uganda’s GDP performance by sector over
the last five years:

Table 2. Percentage Growth and Composition of GDP by Sector (2000/01-2004/05)

GDP growth by 2000/01  2001/02 2002/03 2003/04 2004/05 2005/06
sector (%)

Agriculture 4.6 39 2.3 0.8 1.5 0.4
Industry 8.2 6.7 8.2 10.8 4.5
Services 52 8.1 5.7 8.4 8.7 9.2
GDP at market 5.0 6.4 4.7 5.5 6.6 53
prices

Share of GDP 2000/01 2001/02 2002/03 2003/04  2004/05 2005/06

contribution by
sector (%)

Agriculture 40.8 39.9 39.0 374 35.6 34.0
Industry 18.6 18.9 19.3 19.8 20.6 20.5
Services 40.6 41.2 41.7 42.8 43.8 45.5

Source: MFPED, 2006. Background to the Budget.

Provisional statistics for the financial year 2005/06 indicated that the agriculture
sector was expected to experience its lowest annual growth rate in over a decade at
0.4%."" These statistics show that monetary and non-monetary food crops (comprising
two thirds of agriculture value added output) were estimated to grow only 0.3%. These
statistics mean that Uganda’s population growth has outstripped agriculture output by a
factor of 4 to 1 per year over the last three years. These declining trends present a gloomy
picture for the Ugandan economy as well as over 22 million Ugandans who live in rural

' Republic of Uganda, 2005. National Agriculture Zoning Scheme.

' Republic of Uganda, 2006. Budget Speech for the Financial Year 2006/07: Enhancing Economic Growth
and Household Incomes through Increased Production and Productivity. Speech to the Parliament of
Uganda by Minister Ezra Suruma, Minister of Finance, Planning and Economic Development. Kampala.
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areas and derive their livelihoods from the agriculture sector.'” Table 3 below shows the
growth of Uganda’s agriculture sector in real terms for the period 1995-2005.

| Table 3. Agricultural Subsector GDP Growth, 1995/96-2004/05 (% in real terms) |

1995/ 1996/ 1997/ 1998/ 1999/ 2000/ 2001/ 2002/ 2003/ 2004/ | 2005/
96 97 98 99 00 01 02 03 04 05 06

Cashcrops | 226 139 2.8 9.3 7.0 -4.9 74 4.6 0.3 4.2 -1.4

Food crops | 1.3 -1.9 1.7 6.1 6.1 6.2 5.7 3.7 1.7 1.7 0.9

Livestock ] 9.8 5.7 4.1 4.3 3.9 5.4 4.4 4.9 -3.5 1.8 5.3

Overall 43 1.2 1.9 5.8 5.8 4.6 3.9 23 1.6 2.1

Source: Adapted from Republic of Uganda, Recent Changes in Agricultural
Output in Uganda, 2006. Policy Brief No. 1.

The majority of the farmers engaged in subsistence agriculture produce organically,
although they have not gone through a formal certification process. As such, promoting
exports and trade in OA is not only consistent with the national agriculture development
objective, but also a practical approach to bring subsistence rural farmers forward from
the informal to the formal market economy.

®  The contribution of agriculture to trade

The export sector is currently estimated to account for approximately 11% of
overall GDP growth. Agriculture in turn accounts for the bulk of these exports,
contributing over 68% to all export earnings. Figure 2 below illustrates the contribution
of different sectors to total export earnings.

"2 Republic of Uganda, 2006. Budget Speech for the Financial Year 2006/07: Enhancing Economic Growth
and Household Incomes through Increased Production and Productivity. Speech to the Parliament of
Uganda by Minister Ezra Suruma, Minister of Finance, Planning and Economic Development. Kampala.
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Figure 2. Sector percentage contribution to total exports (2004).
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Source: UBOS, 2006 Statistics

Traditional commodity sectors of coffee, cotton, tea and tobacco continue to be
pronounced in output. Non-traditional sectors however, such as floriculture, horticulture,
spices, fish, cereals and legumes have grown in importance in country exports. Many of
the sectors however remain low in volume and involve poor quality commodities with
poor terms of trade. Inadequate organization of the farmers into market responsive
structures remains a major constraint.

Figure 3 below sets Uganda’s exports against imports. As illustrated, the

agricultural exports cannot finance Uganda’s rapidly increasing import bill. As a result,
the negative balance of Uganda’s trade position continues to widen.
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Figure 3. Uganda’s trade performance (1997-2004).
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= Role of agriculture in employment

According to the Poverty Eradication Action Plan (PEAP of 2005), agriculture
employs 69% of the total population. An estimated 90% of the total population live in

rural areas and 73% of the active labour force in these areas are employed in

agriculture.

Trends of general decline in the agriculture sector vis—a—vis other sectors of the
economy are evident. During the financial year, growth was largely registered in these
subsectors: construction (13.7%), hotels and restaurants (21.8%), and transport and
communication (20.7%). On the other hand, agriculture performed dismally, registering
growth of only 0.4% underpinned by negative growth of -7.4% in cash crop production

and only growing 0.9% in food production.

Statistics show that the contribution of agriculture to Uganda’s GDP has been
declining over the last five years. This is largely the result of the overall decline in
agricultural productivity rather than the dramatic growth in other economic sectors. The
agriculture sector though still remains a major potential source of GDP growth,

employment creation and rural livelihood security. Planning and investment in

ecologically resilient agriculture subsectors such as OA could therefore provide an

opportunity to reverse current trends of decline.

1.3.2. Environment, agricultural productivity and policy This study
illustrates that Uganda’s economy is still largely dependent on agriculture. Consequently,
the major environmental problems of the country are to be found at the interface of this
agriculture based economy and the associated anthropogenic activities. Indeed, the fate of
Uganda’s agriculture sector is closely intertwined with the ecological integrity of the

" An estimated 68% of the total population employed in the agriculture sector are subsistence farmers.
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environment because all agriculture here is nature-based. Efforts therefore to find
solutions to ecological problems must be rooted within the overall strategy of rural
agricultural transformation. This is why understanding the nature and extent of Uganda’s
environmental problems is important for any short and long-term policy in OA.

The declining fortunes of the agriculture sector may be attributed to a variety of
factors, including a slump in farm-gate and global market prices for agricultural products.
However, the single largest factor is the environmental aspect that is adversely affecting
the well-being of rural communities. Environmental factors range from a combination of
soil erosion and decline in soil productivity, to climate change and unpredictable
variations in weather patterns. These are largely exacerbated by wanton destruction of
existing forest and wetland ecosystems and other critical water catchment areas. The
latest edition of the National State of the Environment Report'* also recognised poor
disposal of plastic and polythene bags as a growing problem that could significantly
affect general agricultural productivity.

= Soil erosion and loss of soil productivity

One of the major environmental factors affecting agriculture productivity and
output is land degradation. Land degradation is largely associated with escalating soil
erosion, decreasing soil fertility, unsustainable agronomic practices and to some extent,
agro-chemical pollution. For example GDP losses arising from land degradation was
estimated in the range of US$1.3 billion to US$3.8 billion representing approximately
17% of total GDP."

Figure 4. Cultivation of steep slopes in Bududa district makes them vulnerable to mass movements

Source: State of the Environment Report for Uganda, 2004

'* Republic of Uganda, 2004. National State of the Environment Report for Uganda 2004/05.

' Sector PEAP Revision Paper for the Environment and Natural Resources Sector, 2004. Environment and
Natural Resources Sector Working Group, Ministry of Water, Lands and Environment. Kampala.
(Unpublished).
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The problem of land degradation is compounded by the widespread use and
disposal of plastic bags popularly referred to as kavera in Uganda. According to the
National State of the Environment Report (2004), the estimate was that 616,000 tonnes of
plastic waste accumulated in Uganda’s environment over the period 1991-95. While there
is considerable concentration of plastic waste in urban centres blocking drainage channels
and polluting major water sources, increasing use of kavera in rural areas is also a
growing and significant threat to the environment and to agriculture.

= Climate change and unpredictable weather patterns

The second major environmental challenge facing the agriculture sector is climate
change and unpredictable variations in weather patterns. The entire agriculture economy
is rain-fed and there is infrequent use of technological inputs such as fertilizers, agro-
chemicals,
irrigation and
improved seed
varieties.'® It is
important to
observe
however that
there is
generally
limited and
rather unreliable
data on rainfall
patterns in the
country,

1gure 6: Human agriculture-environment interaction in a tfragile €COSystem.

16 See also Tumushalj
Production and Trad@:
(Unpublished).
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especially since the Government Meteorology Department only produces reports from a
limited number of locations. As a result, it is difficult to state with certainty the extent of
the impact of low rainfall on overall agriculture productivity and output. Furthermore,
MAAIF has observed that there is generally no evidence to link “prolonged drought
seasons” with low agriculture sector growth and productivity.

However, in the face of climate change characterised by prolonged dry seasons,
and growing unpredictability of rainfall patterns, the smallholder/household-based
farming system is experiencing unprecedented stress. Since OA is also practised by these
smallholder farmers, the organic subsector is thus affected. These conditions are likely to
continue into the future since there is no official indication that restoration of degraded
ecosystems, stabilisation of fragile ecosystems or establishment of irrigation
infrastructure are budgetary priorities. 1

»  Agricultural practices and policy distortions

Existing agricultural practices and national development policy decisions are
undermining the ecological integrity of the environment.

At the local or farm level, stress from unpredictable rainfall patterns and loss of
soil fertility is forcing farmers to shift their agriculture activities to marginal lands and
ecologically sensitive areas. For example, it is reported that Uganda’s range lands,
especially the country’s cattle corridor stretching across the districts of Mbarara, Rakai,
Sembabule, Mubende, Kiboga, Nakasongola, Kotido, Moroto and Nakapiripit, have been
severely degraded by overgrazing and bush burning.'® Across the country, major wetland
ecosystems representing Uganda’s critical water reservoirs have been severely degraded
or converted into agricultural or grazing lands."

At the national level, there are two major problems related to policy and decision-
making. Firstly, major development decisions are being made which undermine the
integrity of the environment and natural resources. For example, decisions have been
made to convert key ecosystems or parts thereof for other land uses, including:
conversion of wetlands into agriculture use in rural areas and for construction in urban
areas; conversion of forest reserves and forest reserve lands into agricultural use; and
attempts to de-gazette forest reserves and protected wildlife areas for alternative
development activities. Table 4 below shows selected ecological areas that have been
affected by such decisions.

' For example, the 2006/07 National Budget puts most of the emphasis on agricultural advisory services
and micro-credit, paying only lip service to investments in the environment and natural resources sector.

'8 Republic of Uganda, 2002. State of the Environment Report for Uganda 2002. Pg 77.

' Environment and Natural Resources Sector Revision Paper, 2003.
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Table 4. Ecological Areas Affected by Government Decisions on Change of Land Use

Area Size Affected resource Planned activity Notes

Butamira Forest Reserve Forest plantation Sugarcane growing  High Court declared
decision illegal but court
declarations have been
ignored in the subsequent
decision-making processes

Selected forest reserves Natural forests and Palm oil plantation

on Bugala Islands water

Pian Upe Game Reserve Wildlife Fruit and flower Decision contested and

growing currently on hold

Mabira Forest Reserve 7100ha Natural forest Sugarcane growing  Process ongoing with
widespread protests from
stakeholders

Wetlands Wetlands and water Agriculture Conversions by both

individuals and public
decisions especially in
urban areas.

Secondly, policy making in Uganda is slow and painstaking. The process is
generally devoid of strategic approaches necessary to confront pressing national
problems. Over the last decade, for example, attempts have been made to formulate
national policies on biological diversity,*’ soil,”' the environment and natural resources,*
and OA. These policy processes have either been incomplete, stalled or their status
unknown to the public. Table 5 shows comparative timeframes that have been taken to
formulate key policies in this area, and the status of each policy.

Table 5. Comparative Timeframes for Selected Policy Formulation Processes in Uganda |

Policy process Lead institution Known start Known status
date

National Biodiversity National Environment 1998 Draft completed in 1998

Strategy and Action Plan Management Authority and pending Cabinet
approval

National Soils Policy Ministry of Agriculture 1997 Process stalled due to
conflicting institutional
mandates

ENR Sector Investment Ministry of Water and 2002 Final draft produced in

Plan Environment December 2006 and
pending presentation to

% A draft National Biodiversity Strategy and Action Plan (NBSAP) which is a mandated obligation under
article 6 of the Convention on Biological Diversity 1992 was first drafted in 1999 yet was only published
around the time of completing this study.

2! Although land and soil degradation are considered some of the major problems facing the agriculture
sector, the process to formulate a National Soils Policy has been going on since the 1990s and its status is
unknown.

2 Although the government claims to recognise the importance of the environment and natural sectors,
persistent under-funding of the sector has been going on since 2000.
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the Cabinet.
Organic Agriculture Policy | Ministry of Agriculture, 2000 First draft produced in
Animal Industry and 2005 and pending formal
Fisheries public consultations.
National Food and Nutrition | Ministry of Agriculture, 1996 Policy only completed
Policy Animal Industry and and published in 2003.
Fisheries/ Ministry of
Health

It is important, therefore, to see that persistent failure at the policy level to
recognise environmental factors is the underlying cause of decreasing agricultural
productivity, which in turn has resulted in further policy and farm decisions that in turn
violate the environment. The case of Uganda demonstrates the self-reinforcing nature of
the agriculture-environment-poverty nexus. These problems are compounded by
Uganda’s policy and decision-making processes.

Indeed, the critical issue is the implication of these dynamics in the policy making
process on future attempts to address environmental problems. It is important to
recognise that while environmental change may be a slow process with negative impacts
only realized in a medium and long-term time horizon, sporadic drastic changes in
environmental parameters can occur. In any case, when the impacts of ecological change
eventually become visible, they may already have a far reaching impact on the national
economy and the livelihoods of those whose production methods are directly dependent
on the mercy of nature.

1.3.3. Poverty, income distribution and agriculture. According to the 2006
poverty status report,” income-related poverty fell dramatically in the 1990s. The
proportion of Ugandans whose incomes fell below the poverty line (or the poverty
headcount) fell from 56% in 1992 to 44% in 1997/98, followed by a further fall to 34%
by 2000. These changes were driven mainly by increases in average income, rather than
through redistribution of wealth. Inequality was steady from 1992 to 1997, but increased
thereafter. The Gini coefficient’* was between 0.37 and 0.35 until 1997, but rose to 0.39
in 2000.

Since 2000, however, the trends have been less encouraging. Income-related
poverty increased from 34% to 38% between 2000 and 2003, and inequality as measured
by the Gini coefficient rose markedly from 0.39 to 0.43. As can be inferred from Table 6
below, the increase in poverty is particularly marked for households in the agricultural
sector.

* Republic of Uganda, 2006. Uganda Poverty Status Report. Ministry of Finance, Planning and Economic
Development.

** The Gini coefficient is lower bound at 0 if everyone has the same income and higher bound by 1 if one
household has all the income. Generally, Gini coefficients are lower for expenditures than for incomes.
Gini coefficients in African economies are generally quite high by international standards, and Uganda is
considered to have one of the highest.
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Table 6. Proportion of People Below the Poverty Line (%)>

1992 ]1993/94 [1994/95 [ 1996 [ 1997/98 | 1999/00 | 2002/03 [ 2005/06

National | 55.7 [51.2 50.2 49.1 | 444 33.8 37.7 31.1
Rural 59.7 [55.6 54.3 53.7 | 487 37.4 41.1 342
Urban 27.8 |21 215 19.8 |16.7 9.6 12.2 13.7
Central | 46 28 19.7 223 16.4
Western | 53 43 26.2 31.4 20.5
Eastern | 59 54 35.0 46.0 35.9
Northern | 72 60 63.7 63.6 60.7
Gini coefficients

National | 0.36 | 0.35 | 0.36 1037 ]035 | 0.39 | 0.43 0.41

Table 7. Proportion of People Below the Poverty Line by Occupational Group (%)*°

| 1992 1996 1999/00 2002/03 2005/06
Occupation of household
head
Food crop 64 62 45
Cash crop 63 46 34
Crop farmers 39 50 36.8
Non-crop 55 40 42 34 28.1
agriculture
Manufacturing | 44 34 23 28 21.8
Construction 37 35 20 23 27.1
Trade 26 21 13 17 14.9
Government 37 32 15 13 8.5
services
Not working 59 60 43 38 37.2

Crop farmers were hit by lower prices for commodities such as coffee. while the prices
remained constant in nominal terms, they fell in real terms whereas non-food prices
increased (MFPED, 2004). Surveys on welfare changes between 1999/00 and 2002/03,
showed that poverty among households where the head works in agriculture rose from
39% to 49%. Moreover, poverty was worse among households practicing crop farming
than among those engaged in non-crop agriculture like livestock production and fishing.
The ratio of food crop prices to other consumer goods in the Consumer Price Index (CPI)
fell by 19% between the two surveys. The lag in food crops was associated with among
others; food crop output not keeping pace with population growth, food consumption per
capita fell by 3% in nominal terms over the three period and consumption of food fell by
20% per capita (MFPED, 2004°7).

3 Appleton, S., 2001. Poverty Reduction During Growth: the Case of Uganda, 1992-2000. Appleton, S.
and Sswanyana, S., 2003. Preliminary Explanations for the Worsening of Poverty 1999-2003, Information
paper for UBOS/MFPED, (Unpublished). The sample for 1999/2000 and 2002/3 excludes Kitgum, Gulu,
Pader, Bundibugyo and Kasese districts. Data by occupation are available only for the years shown. Also
see Republic of Uganda, 2006. Background to the Budget. Ministry of Finance, Planning and Economic
Development.

* Ibid.

* MFPED (2004) Background to the Budget for the Financial Year 2004/05: Promoting Economic Growth
and Reducing Poverty through Public Expenditure, Ministry of Finance Planning and Economic
Development, May 2004, http://www.finance.go.ug
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SECTION 2
KEY ISSUES IN ORGANIC AGRICULTURE PRODUCTION AND TRADE

2.1.  Defining Organic Agriculture28

The debate on the utility, and strategic and multiple, advantages of OA is
increasingly seen in government policy and planning. The exact definition of what
constitutes OA is still a subject of much debate however. In current literature, there is a
tendency to confuse agricultural production based on the principles that underpin OA
with certified production. This may lead to the failure to recognise certain elements of
OA that do not meet globally accepted production standards and principles. For purposes
of proper policy planning, it is essential to draw the distinction between agricultural
production that adopts principles of OA production and OA production that is certified as
organic.

IFOAM Principles for Organic Agriculture

»  The Principle of Health: Organic agriculture should sustain and enhance
the health of soil, plant, animal and human as one and indivisible.

»  The Principle of Ecology: Organic agriculture should be based on living
ecological systems and cycles, work with them, emulate them and help
sustain them.

= The Principle of Fairness: Organic agriculture should build on
relationships that ensure fairness with regard to the common environment
and life opportunities.

= The Principle of Care: Organic agriculture should be managed in a
precautionary and responsible manner to protect the health and well-being
of current and future generations and the environment.

The generally accepted definition by the International Forum of Organic
Agriculture Movements (IFOAM) specifies that OA is “a holistic production
management system that promotes environmentally, socially and economically sound
production of food and fibres.”” OA production systems emphasise good agronomic and
management practices over the use of off-farm inputs.30 The use of natural properties of

%% This section is based on a background paper on organic agriculture in Uganda prepared for this integrated
assessment study. See Tumushabe, G., Mugyenyi, O., Naluwairo, R., 2005. The Status of Organic
Agriculture Production and Trade in Uganda: Background Study to an Integrated Assessment of the
Subsector (Unpublished).

* IFOAM definition at http://www.ifoam.org/organic_facts/doa/index.html (accessed on September 15,
2007). The process of defining organic agriculture by IFOAM is an ongoing process and by this date,
IFOAM had published a report proposing four interrelated definitions with explanatory notes which are
also relevant to the proposed definitions. The report is found at
http://www.ifoam.org/organic_facts/doa/pdf/membership_inquiry definition 20070815.pdf

* Former Ugandan Minister for MAAIF Dr. Wilberforce Kisamba Mugerwa argued that organic
agriculture is not the traditional way of doing things but rather a system which promotes ecosystems, food
safety, good nutrition and social justice. Quoted in Musiime Eunice and Naluwairo Ronald, 2004. Report of
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plants, animals and the landscape is preferred to synthetic fertilizers and pesticides. At
present, an agricultural production system is considered to be organic if it adopts and
adheres to globally accepted principles and practices which are implemented in specific
social, economic, geo-climatic and cultural contexts.

Ten Basic Facts about Organic Agriculture Production and Trade in Uganda

= No specific government policy on organic agriculture.

= C(Certified organic agriculture targets mainly the export market.

= Ugocert is the only local certification company.

= Uganda has the largest amount of organically certified acreage in Africa
standing at around 122,000 ha.

= Uganda now has over 39,000 certified farmers.

= The majority of farmers (over 85%) practice de facto organic agriculture.

= Very limited research, education and training in organic agricultural
production systems exist.

= Interactions between institutions responsible for economic development,
social development and environmental sustainability are limited.

OA is also affected by general perceptions at the policy level that it is an
alternative to biotechnology rather than a complementary agricultural production system
with unique characteristics and advantages to the farmers, the economy and the
environment.

Examined according to the principles above, a big percentage of agriculture
production, especially by rural smallholder farmers, can be considered organic. Indeed, in
the African region, Uganda enjoys a huge strategic comparative advantage in the
production of organic agricultural products. This is largely due to a number of factors.
Firstly, Uganda is known to have very conducive weather patterns that can support OA
and allow increased agricultural production without the need for non-organic agricultural
inputs. Secondly, Uganda has one of the lowest agro-chemical usage rates in Africa.

However, it is important to recognise that certification has increasingly gained
global acceptance as the ‘passport’ to enter the global organic agricultural production and
marketing system. Beyond overseeing the application of OA principles, certification is
becoming an important policy and marketing instrument as well. The global organic
system requires that certain elements such as land, farmers’ practices or products be
certified as organic before the products are marketed. As such, the existing levels of OA
certification need to be understood.

2.2. Key Organic Agriculture Crops in Uganda

the Proceedings of the Workshop on Organic Agriculture, Food Security and Poverty Alleviation in Sub-
Saharan Africa (30-31, Kampala, Uganda). ACODE Public Policy Dialogue Series No. 4, 2004.
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Table 8 below lists export operators and a range of organic products in Uganda
for which it has a comparative advantage.

Table 8. List of Certified Organic and In-conversion Export Operators in Uganda
A) Certified at some point during 2005

Name of operator Crops/ Products Location(s)

AMEFRI (African Organic) Fresh fruit and vegetables, dried Luwero, Kampala
fruit and vanilla

Bark Cloth Bark cloth Masaka

Bio Fresh (U) Fresh pineapple, apple banana, Eight districts in central
passion fruit and ginger Uganda

BioUganda Fresh pineapple, apple banana and Mubende, Entebbe
passion fruit

Coetzee Natural Products (U) | Vanilla Mukono

Esco (U) Vanilla, cocoa Bundibugyo, Mukono
Gumutindo Coffee Fair trade arabica coffee Mbale

Cooperative

IBERO (Uganda) Robusta coffee, vanilla Kikyusa

Kawacom (U)

Arabica and robusta coffee

Nebbi, Bushenyi, Okoro

Masaka Organic Producers/St

Dried pineapple, apple banana,

Masaka

Jude Family Projects mango, jackfruit and papaya
Outspan Enterprises Sesame, cotton, red eye chillies Lira
Phenix Logistics (U) Unblended cotton yarn, grey knit Kampala
fabric, grey washed knit garments,
comber oil
RECO Industries Dried pineapple Kasese
Shares!/Bo Weevil Cotton, sesame and red-eyed chillies | Lira, Mukono
Tropical Ecological Fruits Dried pineapple and apple banana Mityana

Uganda (TEFU)

Uganda Marketing Services

Vanilla

Four districts in central
Uganda

B) In the process of conversion during 2005

Name of operator

Crops/ Products

Location(s)

Be Organic

Pineapple and other fresh fruit

Jali Island, Wakiso district

Bee Natural Products

Honey and beeswax

Arua

Buiga Farm Industries

Vanilla

Mukono

Greenfields Uganda ‘Wild and sustainable’ Nile perch Lake Kyoga, Entebbe
and tilapia

KM International Trade Shea butter Lira

Mukono Vanilla & Spices Vanilla and spices Mukono

Uganda Aromatics Essential oils and vanilla Hoima

Nile Teas Uganda Dried hibiscus Pallisa

Sulma Foods Fresh and dried pineapple Luwero

Tree Shed Organic Farm Robusta coffee and vanilla Nakifuma
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The current popularity of vanilla is of particular interest to many. Not only will
there be nine certified organic vanilla operations by end 2007, but at least one of the
companies, close to beginning the conversion process, is aiming to become organically
certified for this crop. The total Ugandan output at this stage appears likely to be at least
30 tons of cured vanilla. According to a report on the organic vanilla market prepared for
EPOPA, global annual demand for organic vanilla is in the range of 12.5 tons to 25.0
tons. However, Ugandan exporters report a level of demand from customers which seems
to indicate a serious underestimation by EPOPA of global demand.”!

There is, however, a wider uncertainty about the future shape and size of the
sector. The vanilla market is characterised by significant price instability and
corresponding high risk. These characteristics are shared with the coffee, cocoa and
cotton sectors. However, for these three crops, futures markets exist for risk hedging. No
such risk management instruments are available for vanilla.

Farmers give different reasons for their interest in organic crops. These reasons
are summarized in Table 9 below. The results are analysed from a microsurvey of 45
commercial organic farmers (or farmer groups) conducted for this study in 2006 in seven
districts: Mbale, Namutumba (formerly part of Iganga district), Kayunga, Mukono,
Wakiso, Luwero and Masaka.

Table 9. Farmers’ Reasons for Growing Organic Crops

Reasons for growing organic crops %*
Market access 30.28
Trained in organic agriculture 26.78
Avoid dangers of chemical use 10.69
Higher yields 10.69
Use local materials which are cheaper 7.19
No money to buy chemicals 3.60
Results of organic growing are long lived 3.60
Better quality produce 3.60
Some crops need a lot of attention 1.80
Soils are generally exhausted 1.80

Some farmers maintained conventional agricultural practice on some fields for reasons
shown below in table 10. The belief exists that some crops, especially root tuber and
cassava, do not need organic manure as they can do well despite relatively low soil
fertility.

Table 10. Farmers’ Reasons for Growing Conventional Crops

Reasons for growing conventional %*

Fields are large 58.82

31 Koekoek, F. J., 2005. The Natural Vanilla Markets: With Special Attention for the Organic Segment.
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Do not require much attention 18.01
Fields are far away from home 15.44
They take a short time in the field and manure is not | 5.15
helpful

Some crops do not need manure e.g. cassava, sweet | 2.57
potato

Source: Farmer survey in Uganda, 2007

2.3.  Organic Agriculture in Value Added Exports

In Uganda, there is a limited but growing trend towards value-added organic
exports. In most cases, the only value addition being carried out in Uganda is to convert
the products into a suitable form for export. Cotton, fruits and vegetables, and sesame are
exceptional crops where some real processing is done in terms of value addition.

The highest level of value-added in unit terms is found in part of the cotton crop,
which is spun into certified organic yarn by Phenix Logistics (U) in Kampala. The value-
added in this case is about US$3,200 per ton. In the case of sesame, there is some
treatment and packing over and above the level which is necessary to attain basic export
grade.*® The value added in this case is US$50-US$100 per ton depending on the process
used. Processing allows the product to be sold to the bakery market instead of the oil
extraction market.

Drying of fruits and vegetables is a third value-adding process currently being
performed by certified operators. For pineapple (the most common dried organic fruit in
Uganda), five tons of fresh fruit is required to generate one ton of dried fruit. Since the
export value of organic fresh pineapple is US$800-US$1000 per ton (f.0.b.) and that of
organic dried pineapple is US$6,000 per ton (f.0.b.), about US$300 per ton is being
added to the value of the fresh fruit product.™

The technical literature for dried chillies (the most common dried organic
vegetable in Uganda) states that about 3.5 tons of fresh vegetable is required to generate 1
ton of dried vegetable. It is not possible to provide an estimate of the value added of
processing dried organic chilli since there are no fresh organic chilli exports. What is
known though is that the export value of a ton of organic dried chilli is US$2,240 (f.0.b.),
which is significantly higher than the export value of conventional fresh chilli at $560 per
ton (f.o.b.).

There are plans by certified producers to process diced fruit and fruit pulps, and
also undertake solar drying for fruit, distillation for essential oils, and solar extraction for
beeswax.

32 The basic export grade for sesame is ‘low purity’ sesame (98% purity).
3 This may underestimate the value added since it is possible to prepare dried fruit from pineapples too
small to be exported fresh, and because there is less risk of fruit perishing after drying.

33



2.4. Organic Agriculture in the Export Trade

Uganda’s total exports in 2005 amounted to US$655 million. Agricultural exports
accounted for 67% of this revenue. Certified organic exports totalled around US$6.2
million in 2004/05, growing from US$3.7 million in 2003/04 (f.0.b.). The figure of
US$6.2 million is less than 1% of all Ugandan exports during 2004/05.

Ranked in descending order of export value, the products exported in 2004/05
were: coffee, cotton, fresh and dried fruit and vegetables, and sesame (each contributing
at least US$1 million). The previous year’s leading exports, again in descending order of
value, were cotton, fresh and dried fruit and vegetables, vanilla and coffee. The latter
financial year (2004/05) saw very large contributions from coffee and sesame and a large
increase from cotton. In the case of coffee, the higher value was due to a combination of
increased volumes and rising prices. In the cases of cotton and sesame, higher values
were mainly due to large increases in volume. The declining relative contribution of
vanilla occurred despite an almost eight-fold rise in export volumes.

OA exports were dominated by a handful of companies in the years under review.
In 2004/05, the two largest exporters together accounted for over half of total export
value. At the other extreme, two operators did not export any certified organic products.
In one case, products were exported but sold entirely as conventional (though the
company received a small premium over normal prices due to superior quality). In the
other company, no production took place.

Although this was not the case for every crop>*, the overall volume of production
by certified organic out-growers, in both years, was considerably higher than the volume
of certified organic exports. (Out-growers tend to be small land holdings that have limited
capacity to negotiate with input suppliers and merchants who take products to market).
The difference between the volumes is due to a number of factors. Firstly, some certified
organic out-growers side-sell products to conventional buyers, mainly due to cash needs.
In some traditional cash crop projects, only half of the output from certified organic out-
growers is sold to the project owners. At the same time, project owners are known to
influence the output from certified out-growers, either because products do not match
their private quality requirements for certified organic production®, or because of a
temporary lack of demand in export markets; or because they lack the crop finance
necessary to make the purchase (see figure 8). The last of these reasons mainly applies to
smaller-scale exporters, and when it takes hold, may feed into a new cycle of side-selling
by out-growers to raise cash.

** One important exception was cotton.

3% Examples include requirements that cocoa beans be properly fermented and that pineapple should be not
more than 1.6 kg in weight, be free of bruising and cut from the plant with a knife.

3 This seems to be a problem in the case of vanilla, where contact between small exporters and out-
growers may be for only two weeks a year, and out-growers could easily lose interest.
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Figure 8 : Selecte d Oroanic expert products and constraints experienced in the sub-sector
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Furthermore, as a result of lack of demand in export markets, project owners who
purchase organic output are often obliged to sell the produce as conventional (or under
another type of certification besides organic), or store the products until the following
season. In addition, there are unique quality demands specific to some organic product
markets. This means that even when demand is strong, some products are barred and miss
out on premiums in these export markets.>’ In a practical sense, the gap between certified
organic production and exported volume is almost impossible to estimate with accuracy.
However this is by no means specific to organic production. Rather, it is a general feature
of export-related contract farming.

If predicted levels of exports by in-conversion operators materialise, then total
certified organic exports could increase by US$1.5 million to US$2.0 million by 2007/08.
A more conservative estimate would be half this amount. Short-term changes in export
levels in the meantime could arise from existing projects or changes in the international
product prices.

2.5. Organic Agricultural Products in the Domestic Market
There are currently 15 organic export companies and many of them have started

sales of organic products to local institutions, supermarkets, schools and colleges in the
domestic market. There is some statistical evidence that suggests visible growth trends

37 One respondent mentioned that there was no organic market for smaller-sized coffee beans (screen
1200/1500), regardless of their provenance.
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for fruits. For example, farmers are selling directly at a reasonable minimum price of 350
Ushs/kg. Three mangoes weigh a kilogramme. MOP the processor sells 100 g of solar
dried mangoes to the local market (Uchumi) at a minimum of 2000 Ushs per piece. In
comparison, a consumer buys the same at not less than 2500 Ushs from the supermarket.

Table 11. Local Sales Statistics for Organic Products (2003-2006)

Solar-dried fruit volumes sold (100 g/pc)
Year Pineapples (pcs) Mangoes (pcs) Apple bananas (pcs)
2003 280 50 180
2004 823 516 653
2005 1891 2906 1601
2006 (Jan-May) 1174 1579 690
Total 4168 5051 3124

Source: Farmer survey, 2006

2.6.  Price Differentials Compared to Non-organic Agriculture Products

Because of the greater profitability of business in OA arising from premium
prices, it could be argued that small farmers stand to benefit less. The cotton sector for
example sees the exporters make the big profits. An APEP/NARO and UEPB Study on
organic cotton in northern Uganda also asserts that the 46% price premium seen last year
for a bale of organic cotton (ex—ginnery price) is suggestive of unfair pricing when the
farmer was only offered a 13% price premium for growing organically.

2.7.  Organic Agriculture and Employment

The agriculture sector is the biggest employer of labour in Uganda, with over 80%
of the total labour force working in this sector. There is evidence that the organic
agriculture subsector is expanding in both production and employment. Table 13 below

shows the employment growth at selected organic farms between 2001-2004.

Table 13. Primary Employment within the Organic Agriculture Subsector -

Certified Farmers
Company name | Region/ Products Numbers Numbers Numbers
District registered/ registered/ registered/
certified in certified in certified in
2001 2003 2004
Suntrade/ Luwero, Fresh fruitand 62 82 106
vegetables,
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African Mukono, dried fruits,
Organic/ Amfri- Rakai, vanilla,
Farms Masaka, ginger, and
Mpigi, chillies
Mubende,
Mbarara and
Kamuli
Lango CU/ Lira and Cotton lint, 8,000 10,000 10,000
LOFP/ . Apac sesame, and
Boweevil/ chillies
(Shares)
Outspan Lira, Cotton lint and 5,000 6,530 3,641
Enterprises Ltd  Apac, and
Kaberamaido sesame
Kawacom (U) Bushenyi Robusta 5,000 5,200
Ltd
Kawacom (U) Nebbi Arabica - fair 5,000 3,000
Ltd average
quality (FAQ)
Kawacom (U) Kapchorwa Arabica — fair 3,000 4,500
Ltd average
quality (FAQ)
Tropical Mubende Dried fruits 10 31 88
Ecological
Foods Uganda
Ltd (TEFU)
Masaka Organic Masaka, Rakai  Dried fruits 0 57
Producers
(MOP)
Uganda Mukono Vanilla and 0 23
Marketing dried fruits
Services (Ltd)
Twin Trading -  Mbale Fair-trade 0 733
Gumutindo Arabica
Project
Ibero (U) Ltd Luweero Robusta and 0 295
pineapples
ESCO (U)Ltd  Bundibugyo Cocca, 1,500 2,500
vanilla,
tea, and
coffee
BioUganda Mukono Vanilla and - 100 150
fresh fruits
Bark Cloth Masaka, Rakai  Bark cloth - 240
Biofresh Fresh fruits - - 103

and vegetables

37



2.8.  Organic Agriculture and the Organic Certification Process

Certification is quite a complex process and there is a need to strengthen the
arbitration mechanism to resolve conflicts between organic operators and certifying
agencies. Organic operators have registered their difficulties and complaints against the
high certification costs, the varying quality of services being provided to them, delays in
the timing of inspections, duplication of paperwork requirements and most critically
delays in the issuance of transaction certificates. For an overview of the certification
process, see figure 9.

Figure 9. Illustration of the certification process and key actors in the organic
agriculture marketing chain

Fifteen out of the sixteen certified organic operators provided data on certification
costs for 2005. Total certification charges (not counting the cost of transaction
certificates) amounted to US$132,105. This was calculated as 2.3% of the 15 operators’
total sales revenue during 2004/05. The ratio of certification costs to turnover is still
considerably below that of producers in the European Union (around 3%).**

Table 14 classifies certification costs in Uganda into bands and shows how many
operators fall into each band, as well as how many out-growers are contracted on average
by the operators within each band.

* The Organic Standard, 2001.
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Table 14. Classification of Certification Costs (2005)

Certification | <5,000 5,000-9,999 | 10,000- 15,000- 20,000- >25,000
cost in US$ 14,999 19,999 24,999

N* operators | 5 5 3 0 1 1

Average out- | 130 782 2180 - 12,000 15,000
grower
numbers

Root mean 11.4 28.0 46.7 - 109.5 122.6
square
(magnitude
of varying
quantity)

*N=15

Although the above table is based on the information gathered from a small
number of respondents, it shows the majority of operators paying less than US$10,000
for certification. It also appears to show a positive relationship between the numbers of
out-growers and costs of certification. Nevertheless, it is not clear that a regression
analysis would confirm that this relationship is significant, given the variance in the
number of out-growers for the first three bands. The relationship between the magnitude
of certification cost and the magnitude of the varying out-grower numbers in each band
(which should generate the number of individual farmer inspections required) is also
unclear.

It appears that there are economies of scale in certification costs. Smaller
operators with low sales are paying considerably more than the equivalent of 2.3% of
turnover in certification costs. One operator, with sales of only US$12,000, was paying
US$4,000 in certification costs. At the same time, some well-established operators
reported certification costs falling in relation to turnover, as sales volumes increased and
as lower numbers of inspection days were required.

2.9  Policy-level Constraints for Organic Agriculture Development in Uganda

Uganda is struggling to move beyond a traditional reliance on export crops
(coffee, tea, cotton and tobacco). There are several initiatives to export high value crops
(cut flowers, vegetables and dried fruits) and low-value ones (maize and beans), though
few explicitly link subsector growth with poverty reduction objectives.” Currently, non-
traditional exports (NTE) outstrip traditional exports (TE) by a ratio of 2:1.*° OA has
been recognised as one of the niche subsectors with more potential for accessing the
benefits from globalization.

¥ Kidd, D. A., 2001. Extension, Poverty and Vulnerability in Uganda: Country Case Study for the
Neuchatel Initiative. Overseas Development Institute (ODI)/PACTeam. Working Paper 151.
0 Republic of Uganda, 2006. Uganda Statistical Abstract 2006. National Bureau of Statistics.
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In conclusion, constraints facing OA in Uganda can be classified into four
categories: a) the nature of the policy process — sluggish, unpredictable and may not fully
be reflective of the level of support that may be required; b) institutional issues,
especially the lack of coordination and absence of proper lines of responsibility and
channels of accountability; ¢) production-related constraints related to land tenure,
certification and inspection costs, as well as constraints from limited relevant research on
OA; and d) marketing constraints such as lack of information on markets for organic
products, market penetration difficulties, supply side constraints, and poor marketing
infrastructure.
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SECTION 3
INTEGRATED ASSESSMENT OF THE ORGANIC AGRICULTURE
SUBSECTOR

The previous two sections explored the circumstances of Uganda’s OA subsector,
as well as the current statuses of production and trade, and the key problems until now
affecting the subsector. The following section assesses the social, economic, and
environmental implications of the policy actions here proposed to scale up production
and trading in organic agriculture. There are four parts to this section:

= Parts 3.1-3.3 look at the emerging concerns of the key stakeholders (government
of Uganda; Ministry of Agriculture, Animal Industry and Fisheries; NGOs and
CSOs) about developing a policy for the OA subsector.

= Part 3.4 validates the opportunities, strengths and challenges emerging from
current literature and the policy development process itself.

= Part 3.5 identifies and examines three OA growth scenarios and the potential
social, economic and environmental implications of those growth trajectories.

= Part 3.6 provides conclusions about emerging issues.

3.1 Government Development Priorities and How They Relate to the Agriculture
Sector

During the reading of the budget speech for 2007/08, Uganda’s Minister of
Finance, Planning and Economic Development (MFPED) noted that the government’s
funding strategy is aimed at: high rates of economic growth; low inflation; a sustainable
external balance; and macroeconomic stability through fiscal discipline. Further
development priorities are: development and maintenance of transport infrastructure;
ICT, science, technology and industrial development; rural development; and security
and governance. The government’s ICT strategy, in the specific case of agriculture (and
rural development), consists of a National Data Transmission backbone, which will link
districts through fibre optic cables ensuring high speed connectivity for both voice and
data exchange. In addition, all government ministries and agencies will also be linked
using fibre optic technology.

In its Rural Development Strategy, the government plans to raise incomes of rural
households by increasing the following: access to lands, labour productivity, access to
capital, and more agricultural credit while improving the economic organization of
farmers.*' In the medium term, the strategy will also include access to basic production
inputs such as: planting materials, breeding stock, and extension services.

The links between farmers and processors as well as their processing capabilities
will be enhanced through industrial development interventions. At the community level,
the government will be building a supportive community infrastructure in the form of
roads, water and education and health facilities, to be complemented by a community
information system which could generate information for planning and service delivery.

I Republic of Uganda, 2007. Prosperity for All Strategy.
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Emphasis is also being placed on educating communities and households on
harvesting and storage of water from their roofs especially those homeowners with
modern roofs. The government funds and supports Savings and Credit Cooperative
Organizations (SACCOs) to encourage them to lend and hold savings for rural
communities.

3.2.  State of the Organic Agriculture Policy

There is currently no official document setting out the policy framework for
organic agriculture. Consequently, any policy statements on OA have to be discerned
from other (and general) policy and planning documents such as those written for
agriculture modernisation, agriculture zoning, poverty eradication and budget
allocations.*” Implicit recognition of the importance of OA may also be discerned from
the range of initiatives described below.

3.3. Selected Government Initiatives on Organic Agriculture

Not a large number of initiatives exists in the country to demonstrate the
government’s support towards organic agriculture. Isolated activities and practices are
more the norm.

3.3.1. Presidential Investors Roundtable. This is a major forum of the country’s
major investors that serves to advise the government on investment in the environment. It
was instituted in 2004 under the Uganda Investment Authority (UIA) but is largely driven
by the private sector itself with UIA serving as the Secretariat. The Roundtable
recognises OA as an alternative investment area and among its members is the major OA
investor Boowevil/Shares. The many recommendations that the Roundtable has made
include a call for deliberate support and incentives for the sector.

3.3.2. The A to Z Organic Programme in Luwero of 2006. This Initiative
began in 2006. It is