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EXECUTIVE SUMMlARY 

1.0 INTRODUCTION 

1.1 Overview 
This is the sixteenth semi-annual (and also the eighth annual) progress report of the Uganda's 
Investment in Developing Export Agriculture (IDEA) Project. It covers the period January 1 through 
~ec imber  3 1, 2002. Like other previous progress reports, it brings out progress by component and 
compares planned and actual implementation of various tasks. 

The report consists of two parts - the main report (Part I) and statistical annexes (Part 11). The 
main report comprises three chapters with the first chapter giving an overview of the IDEA Project and 
the macro environment prevailing during the reporting period. Chapter 2 presents a detailed narrative 
of progress (by objective) made by the Low Value (LV) and High Value (HV) components. Overall 
operation of the Project is presented under Management, Monitoring and Evaluation. The Project's 
strategies, highlighting challenges and opportunities and an outlook for the 9" work plan year are 
presented in Chapter 3. Statistical annexes (Part 11) include achievement indicators, time lines, active 
client portfolio, LV and HV training events, and IDEA Small Grants. 

1.2 IDEA Project: Institutional Environment 
The main intermediate result (IR) under IDEA is increased value of selected non-traditional 
agricultural exports (NTAEs) as the source of increased incomes. Other intermediate results include 
increased production of selected food products and increased use of financial services by rural 
households. The USAID Uganda Mission now has a new Integrated Strategic Plan (ISP) 2002-2007. 
With less than 18 months remaining, IDEA is essentially a transition project. It is incorporated under 
S07, and is expected to have results reportable under all 4 Intermediate Results. 

In terms of implementation strategy, IDEA has continued to provide direct assistance to producers, 
traders, and exporters of selected NTAEs using a vertically integrated, "commodity systems" approach. 
IDEA works to expand LV food crop exports (primarily maize and beans); and increase production and 
exports of HV crops (such as flowers, fresh produce, vanilla, cocoa and papain). 

During the reporting period, the IDEA Project, through the Agribusiness Development Centre (ADC) 
continued to offer a wide range of professional expertise including crop production, market 
information, training, financial linkages, project management and evaluation. IDEA remains at full 
staffing, with 6 long-term expatriate advisors and 8 counterpart local professionals plus short-term 
technical assistance, for a total of 1,381.25 person months of technical assistance over the Life of 
Project (LOP). 

1.3 Overview of the Climatic Conditions and Grain Prices 
The first half of the period under review (January-June 2002) was generally characterized by an 
unusual weather pattern. In terms of rainfall distribution, the season got off in an unfamiliar manner 
with January 2002 being generally wetter than normal. This delayed 2001B harvest and affected 
subsequent post-harvest operations. The season was characterized by intemptions in rainfall intensity 
and distribution, which generally affected the growth of seasonal crops. The ADC estimated that as a 
result, 2002A output of most seasonal crops declined by 2540% over the normal season. In particular, 
national maize and bean yields declined to about 1.0-1.4 mt/ha and 0.4-0.6 mt/ha respectively. 
Compared to 2001A season, these represent yleld declines of about 2540% and 33-45% in maize and 
beans respectively. 

During the second half of the reporting period (July-December 2002), the rains started nearly six to 
eight weeks late (i.e late September to early October), causing a delay in planting. In the month of 



November average to above average rainfall was recorded in many parts of the country, indicating h l l  
establishment of the second season. However, the mixed rainfall conditions experienced in most 
districts across the country caused distortions in farmers' cultivation activities. The second season was 
anticipated to be an El Nino event. Farmers hesitated in some areas to plant early given the threat of 
prolonged late rains. The El Nino event was not strongly evident and this lead to some areas being 
affected by intennittent rains on late plantings. This particularly affected some early bean plantings. 

Compared to 2001, the 2002 rainfall was generally shorter and more sporadic, though normal to above 
normal rainfall was experienced in some parts of the country. Despite the rather unfamiliar rainfall 
pattern, the supply of staple foods such as matooke, cassava and millet was generally good in most 
parts of the country. This enabled most households to have adequate access to food for normal 
consumption. 

Of significance during the reporting period was the maize price. The harvest of the 2001B season crop 
was good and volumes on the market were high. The Kenyan domestic surplus situation, highlighted in 
the previous report, remained and maize prices were generally depressed. For the first 4 months of the 
reporting period, prices remained at 50-60% of the 5-year average. Bean prices, particularly between 
April and June 2002, were also significantly lower than the 2001 and 5-year average prices. Prices did 
show recovery in the second half of the year. These are illustrated in Figures i(a) and i@) below. 

and the 5-yr average (1997-2001) 



1.4 The NTAE Sector Performance 
A: Low Value Commodities: During the year, over 60,000 mt of maize and 30,000 mt of beans were 
exported. Exports of maize and beans would have been higher, but for the stable supply in Kenya as a 
result of good rains received there. Efforts at marketing Ugandan grain in Southern Africa were finally 
successful with the signing of a contract that brought about the first ever commercial export of maize 
from Uganda. A total of 21,000 mt of maize grain valued at US$2.3 1 million FOB was delivered by 
UGT to Zambia during the reporting period. 

In terms of volume, maize exports decreased over 2001 by about 30% while the exports of beans 
increased in 2002 by nearly 100%. Similarly the value of maize exports was lower in 2002, while that 
of beans was higher. As can be seen from Figure ii, the export volumes of maize in particular, 
increased from about 37,000 mt in 1995 to over 85,000 mt in 2001 (an increase of 130% within a 
period of 7 years) before declining to about 60,000 mt in 2002. 

Fig ii: Maize and Beans Export Volumes (Mt) - 1995-2002 
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LV performance to-date can also be summarized by commodity volume and priceslunit value as shown 
in Figure iii below. 

Figure iii: Maize and Bean Export Volumes and Prices Over LOP 
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From the above, it is clear that the export volumes of the LV commodities has generally continued to 
increase over the LOP. However, during the same period, and due to increased production, prices for 
maize in dollar terms have declined by 33% over the LOP. Bean prices have on the other hand only 
declined by 13% on average over the LOP. 

B: High Value Products: The export value of crops covered by the High Value portfolio was about 
USS40.7 million FOB in 2002, a 3 8% increase over 200 1 exports. This much-improved performance 
was due to new investment in floriculture; high world market prices for vanilla; and small but 
significant improvements in the export production of fresh produce, cocoa and other minor products. 

Over the past years, the export value of supported HV commodities increased fiom just under US$lO 
million in 1995 to nearly US$4 1 million in 2002 (Figure iv). 

Fig iv: Export Values of Supported HV Commodities: 1995 - 2002 
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Considering both the low and high value portfolios, there has been a tremendous growth in NTAE 
products supported by the IDEA project. As may be observed from Figure v, the export values of both 
LV and HV products supported by IDEA increased from about US$21 million in 1995 to about US$55 
million in 2002. 

These NTAE growth rates are very promising, considering that Uganda needs double-digit growth to 
eradicate poverty. This diversification has also had a cushioning effect, since world commodity prices 
for the traditional exports continue to be depressed. Uganda is still a vety small player in the NTAE 
sector and there is plenty of room for expansion, and particularly at this stage now that these select 
commodity sectors have been established during IDEA'S tenure. 

... 
Vlll  



2.0 HIGHLIGHTS OF PROGRESS DURING 2002 

2.1 Low Value Crop Development 

2.1.1 Summary of Achievements: Enhancing producer profitability through the demonstration 
program has remained the focus of technology transfer activities. Maize continued to receive a high 
priority, as it was this commodity that was most disappointing over the previous marketing period. 
Additionally, upland rice demonstrations were very successful in conjunction with Tilda (U) Ltd. The 
year 'saw additional partnerships materializing for technology transfer activity, with NAADS and 
SPEED, while private sector input suppliers all showed a willingness to engage in similar activities. 
The involvement of private sector funded demonstrations has been particularly encouraging as this is 
seen as a sustainable means of technology transfer. 

Marketing also took great stides forward this year with the successful conclusion of the UGT Zambian 
exports (the company was paid in full for its exports) as well as the continued emergence of stronger 
producer groups through the RAMS centres. The first bean shipment to Angola took place in 
December and contracts were pending for supplies of both commodities to Zambia and Zimbabwe. The 
introduction of shellers through a USAID funded SAFGRAD partner grant to 6 RAMS operations 
showed the way to future expansion of rural producer group activity. RAMS and outgrower activity in 
partnership with the private sector was further consolidated with the expansion of the upland rice 
program with Tilda (U) Ltd. 

Research activities have continued with the release through the National Variety Release Committee of 
a new improved sesame variety and 4 improved maize varieties, two locally bred and two transnational 
introductions. 

Rural finance continued to receive emphasis through the banks, with both Centenary and Standard 
Chartered Banks investing additionally in support staff and expressing their desire to increase the 
portfolio value - this despite the market failure and unresolved repayments from some clients. 

Highlights of LV achievements during the reporting period are presented in Table A. 

Table A: Summary of LV Progress for Selected Indicators: January - December 2002 

Indicator 
A: Maize and Bean Exports: 
- Value of maize exports 
- Volume of maize exports 
- Value of bean exports 
- Volume of bean exports 
B: Input Sales (National): 
- Value of maize seed 
- Volume of maize seed 
- Value of bean seed 
- Volume of bean seed 
- Value of fertilizers 
- Volume of fertilizers 
C: ATAIN Sales: 
- Value of maize seed 
- Volume of maize seed 
- Value of bean seed 
- Volume of bean seed 
- Value of fertilizers 
- Volume of fertilizers 
- Number of input stockists 
- Number of farmers served 

Unit 

US$ Mill 
Tons 

US$ Mill 
Tons 

US$ 
Tons 
US$ 
Tons 
US$ 
Tons 

US$ 
Tons 
US$ 
Tons 
US$ 
Tons 

Number 
Number 

QuantityNalue 

7.33 1 
60,OO 1 
7.867 

3 0,22 1 

650,309 
1,05 1 

300,176 
745 

5,075,250 
16,250 

202,203 
289 

98,140 
198 

94,460 
279 
350 

1 10,595 



2.1.2 Efficient Production Technologies: IDEA continued funding NARO research activities, 
though on reduced and focused activities. Two maize genotypes SC407 and Pan 77 were released 
during the first quarter of 2002 and four maize genotypes Longe6H, Longe7H3 LongeSH (3-way 
cross hybrids) and Pan 15 were released in the last quarter of 2002. Early in 2002 two short 
duration, rosette resistant groundnut varieties- Serenut 3R and 4T were released. A production manual 
for groundnuts has been produced and distributed to growers. A Striga management leaflet was 
produced based on the observed results and comments obtained fiom f m e r s  who hosted the 
demonstration plots. These leaflets were distributed to farmers in Kamuli, Iganga and Bugiri districts. 

Four promising sunflower hybrids fiom Pannar Seed Company were received in the country, and 
planted in several districts of Eastern and Northern Uganda. Based on field performance, one genotype 
Pan 735 1, was officially granted a partial release for commercial production and marketing in Uganda. 

1,104 
7,583 
1,002 

2 1,209 
745 
2.8 1 
0.74 
356 

3 14,925 

2,346 
109,895 

37 
65 
10 

D: Commercial Farming Operations: 
- Number of commercial farmer clients 
- Area under maize by commercial farmer clients 
- Area under beans by commercial farmer clients 
- Estimated maize output by commercial farmer clients 
- Estimated bean output by commercial farmer clients 
- Maize yield by commercial farmer clients 
- Bean yield by commercial farmer clients 
- Number of commercial farmer clients receiving credit 
- Total credit received by commercial farmer clients 
E: Technology Transfer: 
- Number of field demonstration sites 
- Number of farmers attending training (ADC-sponsored) 
- Percent of fanners trained (females) 
- Estimated percent adopting low input technology 
- Estimated percent adopting high input technology 

The National Bean Program carried out multi-location and on-farm testing of beans at different sites. 
At least two varieties RWR 1873 and RWR 1946 are scheduled for release in the fist  quarter of 2003. 
Two bean production leaflets and one recipe leaflet were produced during the reporting period. 

Number 
Ha 
Ha 

Tons 
Tons 

Mt/Ha 
Mt/Ha 

Number 
US$ 

Number 
Number 

% 
% 
% 

Foundation seed of the newly released SESIM I .  was secured and given to two sesame exporting 
companies to establish demonstration plots in northern and north-westem Uganda during 2002B 
season. A full release of this genotype was granted h e r  more on-farm trials in 2002A were conducted 
by NARO. 

Sesame demonstration plot in Northern Uganda. Sesame is one of the new introductions into the LV commodity portfolio. 



Following on from the success of the earlier trials of the new WARDA upland rice varieties, 260 
demonstration plots were established in Eastern Uganda. NARO and NASECO released four rice 
genotypes (NAARI 1, 2,3 and Suparica 2, by NARO and NASECO, respectively) in the last quarter of 
2002 for official production and marketing. 

2.1.3 Technology Transfer: A total of 2,346 demonstrations were established for maize and upland 
rice during the year 2002. 1,210 were established in the 2002A season of, which 260 were under 
upland rice and 950 under maize. In the 2002B season 460 demonstrations were under upland rice, 
with 676 under maize. A total of 109,895 farmer visits were recorded through these demonstrations as 
outlined in Table B. 

Apart from the districts of Iganga, Bugiri, Mbale and Sironko, upland rice demonstrations were 
extended to the districts of fioirna, Mubende, Rakai, Kamuli and Kasese in 2002B season. The newly 
released upland rice varieties WAB 165 and WAB450 F91, now renamed Suparical and Suparica2 
respectively, performed quite well even under stressful dry conditions that prevailed in first season and 
early in the second season compared to traditional upland varieties. Collaboration with Tilda (U) Ltd 
continued, with the company's interest centered on the districts of Bugiri, Sironko, Mbale, Kamuli and 
Iganga. These districts are within the outgrower reach planned by the company, needed to supplement 
their paddy rice production based at Kibimba. 

Maize demonstrations were established with commercial farmers in the districts of Kapchorwa, 
Sironko, Mbale, Mubende, Kiboga, Iganga, Kamuli, Bugiri, Kasese, Rakai and Nebbi. Emphasis was 
put on efficient use of fertilizers, effective application of herbicides in a conservation tillage system, on 
a base of using improved seed, good plant population establishment and timeliness in all field 
operations. 

Table B: 2002 Maize and Upland Rice Field Demonstrations 

A total of 226 demonstrations (150 in 2002A season and 76 in 2002B season) were established by 
stockists in the districts of Rakai, Mpigi and Iganga as an avenue for promoting various products 
handled. A commendable start was made through this channel, which provides an ideal method of 
continuing demonstration activities outside project interventions. 

Category 
Upland rice 
Maize; high input with zero tillage 
Maize; high input with minimum 
tillage by stockists 

A major participant in the demonstrations was Monsanto, which provided the new granulated 
~ o u n d u ~ ~  formulation and Lasso-atrazine herbicides for land preparation and pre-emergence 
applications respectively. Monsanto was also involved in a programme of intensive training for 
commercial farmers prior to the start of the 2002A season. 

A total of 1,O 12 emerging commercial farmers received training in the districts of Mbale, Sironko, 
Kapchorwa, Mubende, Hoima, Kiboga, Kasese, Iganga, Bugiri, Kamuli and Rakai. These farmers 
planted over 4,020 hectares of maize during 2002A season and another 3,563 ha during 2002B 
season. The training also had a strong emphasis on practical construction of cribs, an essential 
post-harvest structure fok maize producers. As a result of this training, farmers have so far 
constructed 108 cribs (Table C). Tractor training was also conducted at Namalere near Kampala 
for 30 tractor operators in conjunction with MAAIF and commercial machinery companies. 

Size (acres) 
0.25 

0.5 & 0.25 
0.25 

Total 

Number 
720 

1,400 
226 

Number of farmers exposed 
37,440 
63,774 
8,68 1 

2,346 109,895 



Table C: Commercial Farmers Programme for 2002 

FICA Seeds demonstration plot on Zero Tillage. The involvement of the private sector and the use of cost-reduction technologies 
are seen as the way forward in sustaining the NTAE sector. 

No. of commercial farmer clients trained 

No. of cribs constructed 
Area planted (ha) 

Estimated maize production (mt) 
Commercial farmers receiving credit 

% Receiving credit that are female 
Total credit received (US$) 

Despite the maize market depressions of 2001B and 2002A seasons, many commercial farmers 
who had received production credit fkom Standard Chartered Bank (SCB) and Centenary Rural 
Development Bank (CERUDEB) managed to fulfill their loan obligations. All the loans advanced 
to the farmers in Kapchorwa, Mbale, Sironko, Rakai, Hoima and Mubende were fully repaid. The 
banks are handling the few cases of loan arrears of farmers in Kasese, Kiboga, Iganga, Kamuli and 
Bugiri. Most of the pending cases have been rescheduled and will be repaid fkom the 2002B 
season crop. The equivalent of US$321,514 was loaned out as production credit to 367 farmers 
during the year (Table D). 

1,104 
108 

7,583 
2 1,209 

367 
7 

321,514 

Table D: Commercial Farming Production Credit: 2002A&B Seasons 

* CERUDEB: Centenary Rural Development Bank 

AreatLocation 

Kapchorwa 
Mubende 
Kiboga 
Hoirna/Masindi 
RakaiIS semb abule 
Kasese 
Bugiri 
Gulu 
Wakiso 
Total 

xii 

BanldBranch 

CERUDEB*/Mbale 
CERUDEBMtyana 

- do - 
CERUDEB/Hoirna 
CERUDEBKyotera 
CERUDEB/Kasese 
CERUDEBITororo 
Standard Chartered 

- do - 

Number of 
farmers 

199 
28 
9 
57 
42 
12 
17 
1 
2 

367 

Area planted (ha) 

1,753 
83 
54 
187 
61 
58 
73 
30 
100 

2,399 

Loan amount 
(US$) 

194,443 
1 7,422 
4,3 3 3 
28,350 
24,412 
13,889 
8,110 
13,890 
16,665 

321,514 



2.1.4 Input Supply: During the year, ADC continued the activities of the former PL-480 Title II- 
funded ATAIN program. Emphasis was on increasing the outreach by extending the stockists network 
to new areas of Kiboga, Mubende, Kasese, Mityana and Lira, and diversifying the ATAIN scope to 
include stockists-initiated demonstration activities. 

Support was maintained for 7 ATAIN distributors, 5 old and 2 new, and 132 new ATAIN stockists. 
The ATAIN input inventory credit guarantee was maintained for all the distributors for both locally 
sourced inputs and imports credit and also for the 132 new stockists enlisted under ATAIN during the 
year. The 21 8 old ATAIN stockists were graduated from the ATAIN guarantee and were able to access 
full distributor-assumed credit risk. The ATAIN stockists network was broadened to reach new areas 
where ADC's previous active intervention has had bigger impact on the demand for inputs. As in the 
previous years, the ATAIN program maintained its 100% credit recovery rate as a result of a well 
coordinated monitoring effbrt by both the distributor, ATAIN managers and ADC staff, and more 
importantly the good business discipline amongst the credit beneficiaries. 

The depressed output market for low value crops experienced during 2001 and in the early part of 2002 
directly impacted input purchases by f m e r s  during the 2002A season partly due to a shortage of 
capital required to purchase these inputs and also due to farmer skepticism about the market. However, 
with the market recovery during 2002B season there were better prospects for increased input sales. 
Overall, improved maize and bean seed and fertilizers sales for the year were down compared to the 
previous year. The value of fertilizer sold by ADC-linked dealers was about US$464,000 and that of 
seeds was about US$45 1,000 

About 110,595 farmers directly purchased their inputs, many of them on repeat times, from the ADC- 
facilitated stockists network. A total of 236 demonstration sites were established by the stockists as a 
way of improving their input sales and imparting knowledge to their farmer clients. 

2.1.5 Seed Multiplication and Distribution: There was some modest recovery from the seed sales 
slump, which followed the commodity market crash of 2001, but the sales have yet to reach the levels 
of 2000. During the reporting period, 1,05 1 and 745 mt for maize and beans respectively were sold. 
Some modest increase was also made in the contracted seed crop, boosted by a production contract 
between Monsanto and FICA in which the latter planted about 200 acres of maize hybrid seed crop in 
Mubuku and Fort Portal. NASECO also planted about 112.5 acres of maize hybrid seed crop on 
contract to Seedco International, in addition to their own seed production. 

One local company, FICA Seeds Ltd, with financial support from IDEA, has already taken steps to , 

explore the regional markets by undertaking variety trials in Kenya and Tanzania. 

2.1.6 Market Knowledge and Information Services: During the period between January and 
December 2002,21 market reports were produced and disseminated to all the clients. The recipients of 
the LV reports were 195 for the whole year. The market information recipients included government 
ministries, donors, parastatals, farmers' associations, university students, extension workers, individual 
f m e r s  and researchers. The reports were disseminated using e-mail, distributed during commercial 
farmer trainings, new extension workers training and field trips as well as collected by individuals from 
the ADC. Out of the 195 recipients, 16 were from East and Southern Africa and 9 from outside Afnca. 

The MKIS office coordinated the regular trade forecast meetings in conjunction with the FEWSNET 
Project and World Food Program (WFP). Seven meetings were held during the year and were attended 
by- the Uganda Grain Traders (UGT), WFP, various WFP suppliers, FAO, Uganda Farmers 
Association Ltd (UFAL) as well as staff from FoodNet, FEWSNET and IDEA Projects. 

2.1.7 Rural Agricultural Marketing Systems (RAMS): The established RAMS centres that IDEA 
has been working with continued to market their products with specific attention paid to having a 
product for sale that is clean, dry and available in volumes that can attract serious buyers. 
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All 13 shellers granted by SAFGRAD have been placed with commercial farmer groups and in each 
case the shellers are making a significant contribution to the groups involved. Volumes of product 
shelled varied from 30 mt to 430 mt depending on the size and level of organization of the group in 
question. The groups are charging the commercial rate for shelling the produce and that money is being 
retained by the group. This money will be spent on group activities and could be put towards purchase 
of additional machinery such as cleaners or more shellers. 

WFP continued its policy of setting aside 10% of purchases from farmer groups, although success rate 
remqins disappointing for a number of reasons. One of which is the difficulty that rural groups 
experience in putting up the required bid bonds. Another major hurdle is that of organizing logistics at 
village level to coincide with stipulated inspections from WFP. 

Volumes of sesame purchased by RAMS were low as a result of depressed world prices. The total 
figure for beans marketed through RAMS was very encouraging and the figures are from two activities; 
one based in the Rakai area and another in Kibaale district. The Rakai activity (coordinated by CEDO) 
consists of 22 buying centres working with over 1,100 farmers. Similarly the Gbaale group known a 
BUFA coordinates over 8,000 farmers and enables these farmers to sell their surplus produce as a 
group. Performance of supported RAMS is shown in Table E. 

Table E: Performance of IDEA Supported RAMS 

2.1.7 Outgrower Initiatives: ADC support to the traditional outgrower seed schemes continued 
with emphasis on better practices leading to higher productivity and better seed quality. Assistance was 
extended to Abasaija Kweyamba Cooperative Society at Mubuku Irrigation Scheme to construct cribs 
to handle the FICA/Monsanto seed crop being grown there. 

RAMS 

Maize 
NALG 
Kapchorwa 
Kasese 
Gukwatamanzi 
Masindi 
Bugiri 
Mubende 
Hoima 
Kiboga 

Two new commodity outgrower schemes have come up with ADC's encouragement and support. One 
is a rice scheme in Hoima, centred around Nyati Millers, where about 62 farmers obtained and planted 
seed of WAB 165 through the Miller. Harvesting of this crop has started. Another is a sunflower 
scheme based in Kiryandongo, Masindi district and organized by Mukwano Industries. With ADC's 
intervention, a sunflower hybrid from Pannar seed company was officially released for this company. 

No of Centres 

14 
1 
1 
1 
1 
1 
1 
1 
2 

Quantity ( mt) 

813 
1,200 
180 

1,402 
1,080 
138 
47 
30 

410 
Total Value of Maize Through Supported RAMS (US$) 368,514 

122,5 80 
229,000 
351,850 

Beans 
Rakai 
Kibaale 

1,100 
1,500 

Value $ 

70,488 
67,232 
10,085 
102,895 
60,509 
15,164 
5,054 
3,296 
33,791 

No. of 
Producers 

58 
110 
30 
117 
135 
34 
18 
12 
150 

1 
1 

605 
1,125 

Total Value of Beans Through Supported RAMS (US$) 
Rice 
Hoima 
Kibimba 

1 
1 

Harvest delayed 
Harvest delayed 



2.1.8 Support to Exporter CLients: A major focus during the reporting period has been the ongoing 
support to Uganda Grain Traders (UGT) Ltd. UGT successfully exported 30,680 mt (2 1,000 mt in this 
reporting period) to Zambia, with a total FOB value of US$3,374,800. A notable feature of the success 
was the effective collaboration between government, Barclays Bank, Uganda Railways, Trans Africa 
Railways, URA, UGT and IDEA. Logistically this was a complicated export but the willingness of all 
the stakeholders to make it a success made all the difference. 

The Coffee Marketing Board Facility (where UGT initially operated from) was handed over to a Sri 
Lankan investor in May 2002. This unforeseen event led to considerable lobbying of government by 
UGT to find a suitable alternative site. After much negotiation, the facility was completed and leased 
from URA to UGT in October 2002. UGT negotiated a 25-year lease period with preferential rates for 
the first 3 years. 

Uganda Grain Traders (UGT) new 35.000 m t  export facility a t  Nakawa Kampala. With such a facility, Uganda can now become a 
major player in  the regional grain market. 

Table F shows maize; bean and sesame exports for 2002. The exports are broken down into formal, 
informal and internal relief sales. 

Table F: 2002 Export Volumes and Values of LV Commodities 

Commodity 
Maize (formal) 
Maize (informal) 
Maize (relief) 
Total Maize 
Beans (formal) 
Bean (informal) 
Beans (relief) 

. Total Beans 
Sesame 
Grand Total 

Volume (mt) 
3 3,402 
3,654 

22,945 
60,001 
5,413 
4,936 

19,872 
30,221 
2,500 
97,722 

Value (US$ Million) 
3.122 
0.253 
3.966 
7.331 
1.317 
1.01 1 
5.539 
7.867 
0.980 
16.178 



2.2 High Value Crop Development 

2.2.1 Summary of Achievements: The export value of crops covered by the High Value portfolio 
continued to increase during 2002. Good performances by the floriculture and vanilla sectors have 
taken the total to within US$4.12 million of the EOP target. A summary of export values by major 
category is given in Table G. 

Table 10: High Value Crop Exports: 1995-2002 

New investments in rose production increased area to 122 ha in 2002. Prices have fluctuated, and 
overall were slightly down on the previous year. There are now 4 farms specialising in the production of 
plant cuttings (19 ha), including large quantities of chrysanthemum, poinsettia and impatiens. 

Overall quantities of fresh produce exports through Entebbe increased by 45%, according to airline 
statistics. Several opportunistic exporters withdrew from the market in response to tighter shipping and 
trading conditions, which made lower value products such as banana, sweet potato and avocado non- 
competitive. As a result, the average unit value of fresh produce exports increased. Some IDEA clients 
with supply contracts (Mubuku, African 0rg&ic, Mairye Estates) and freight agreements with FHL 
were able to increase their exports and margins significantly during the year. 

The value of vanilla exports increased in 2002 to a record figure of US$9.43 million following a good 
crop harvest in JulyIAugust. Growers received average farm gate prices of USh 20,000 per kg for green 
beans (US$10.80/kg). Global prices for good quality cured vanilla dropped slightly to US$120-140 per 
kg in December 2002, but this was still much higher than historical average prices since the large crop 
from Madagascar which was expected to come on to the market has not yet appeared. The average 
price return for Ugandan exporters was US$125-130 per kg. 

2001 

1 1.52 
5.60 
3.20 
5.72 
2.70 
0.72 
0.60 

30.06 

Product 

Roses 
Plant cuttings 
Fresh produce 
Vanilla 
Cocoa 
Papain 
Other HV products 
Total 

Total papain exports recorded through Entebbe exceeded 250 mt, valued at US$3-4 million and 
additional amounts were reported through overland border posts. Up to 80% of this is thought to have 
originated in the DRC although production in Uganda has increased. 

2002 

14.10 
7.03 
4.24 
9.43 
4.97 
0.71 
0.20 

40.68 

LOP Target 
($ Mill FOB) 

20.00 
5.00 

10.00 
2.00 
3 .OO 
4.00 
1 .OO 

45.00 

World demand for cocoa remained strong throughout 2002. Cocoa exports were estimated at 3,100 mt. 
valued at US$4.97 million by the Uganda Cocoa Association (UCA), which was confirmed by 
shipping companies and exporters. IDEA grant support to UCA for training is playlng an important 
role in this rehabilitation. 

2000 

9.12 
4.50 
3.16 
2.02 
2.02 
0.98 
0.50 

22.30 

1995 Value 
($ Mill FOB) 

2.30 
0.00 
0.63 
0.24 
0.64 
4.46 
2.40 

10.67 

The value of other HV crops including dried pineapple and banana, birds eye chilli and other spice 
products was estimated at US$200,000. These are minor products, which do not have a major impact 
on export earnings, but provide valuable income for families in some fragile areas of the country. 

1999 

9.95 
3.51 
3.13 
1 .SO 
2.80 
4.20 
0.70 

25.79 

2.2.2 Promoting Efficient Production Technologies: Efforts at improving production technology 
continued through a combination of research, training, demonstrations, technical publications and other 
technology transfer activities. Rose varietal trials, supported by a grant from IDEA, continued at the 
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UFEA Research, Development and Training Centre. The trials are now fully managed by UFEA staff, 
with decreasing levels of technical assistance from IDEA. The research farm produces and distributes 
monthly newsletters to breeders and growers, evaluating varietal performance and various technical 
issues. Occasional open days are held for dissemination of information to growers. Growers are 
utilising UFEA results in the selection of new varieties for re-planting and have planted nearly 17 ha 
commercially with varieties that performed well in the UFEA trials. 

Research trials on vegetables have been more difficult to carry out, since HORTEXA does not have the 
capacity and NARO has been unable to provide the level of field supervision required. Nevertheless, a 
series of trials on runner (climbing) beans were completed in Kabale in January 2002 and resulted in 
orders for up to 10 mt per week from UK importers. Trials on different types of fresh chilli continued 
at Mubuku and Mairye. Varietal trials at Mairye on greenhouse production of okra, aubergine and other 
tropical vegetables were badly damaged by a hailstorm in March 2002. These were repeated in the 
second half of the year. A full report on all vegetable trials carried out since 2000 at Mairye, Kasese 
and Kabale was completed. 

Second phase contracts are continuing with NARO on passion fruit and banana. Production of 
improved passion h i t  plants for distribution has been transferred to private nurseries and this is 
resulting in more rapid distribution of planting material. The NARO coffee research centre in Kituza is 
continuing to produce cocoa seedlings for distribution to growers in target areas. 

Technical assistance and funding for demonstration plots of vanilla (30) and cocoa (6) was continued 
through W A  and UCA. A "vanilla day", to promote more planting of vanilla at the national level, 
was held successfully in Mpigi, with personal attendance by the Minister of Agriculture and the 
Minister of Finance. TA was initiated to introduce cardamom as a spice crop with potential for 
smallholders. During the reporting period, UCA trained more than 4,000 farmers in all aspects of cocoa 
~roduction. 

A.well-managed vanilla field such as this one is  a source f o r  increased r u r a l  incomes. The ADC has placed great emphasis on 
training of small holders through funding demonstration plots and extension workers. 

Training, research, and seed distribution on papain production continued in conjunction with Reco 
Industries and outgrowers in Bushenyi and Kasese. Technical back-up was also provided to 
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Technoserve on birdseye chilli, papain and dried h i t  demonstrations in Arua and Nebbi. The first 
commercial exports of 1.8 mt of birds-eye chilli was produced from these trials. 

In addition to TA provided directly by the HV team, IDEA has also been active in helping clients 
source funds from other donors. Grants totaling US$1.5 million have been approved under the 
Netherlands PSOM program for Magric (steam sterilisation), Magic Flowers (plant propagation) and 
Hortipack (Airport packhouse). UNDO have also approved a grant of US$228,000 to assist with the 
replacement of methyl bromide in the horticulture industry. 

2.2.3 Increased Market Opportunities: Past work in establishing market contacts and new 
business means that most exporters have stable marketing arrangements and buyers, who they visit on a 
regular basis without financial assistance from the ADC. However, the ADC continued to provide 
regular technical and market information to clients to assist them in planning these marketing trips, and 
made specific interventions to facilitate overseas visits where necessary. In 2002 these included 
organisation of the ATF marketing visit to Holland for 22 students from flower farms, MU, MAAIF 
and UFEA; assistance to Mairye Estates and Mubuku to negotiate new contracts with fresh produce 
buyers and identify new buyers of processed chilli products; organisation of field visits for US vanilla 
buyers; and direct intervention to identify UK supermarket buyers for roses produced by Rosebud, now 
the single biggest grower of roses in Uganda. 

International buyers of flowers, fresh produce and vanilla, now visit Uganda on a routine basis, and 
that the ADC is invariably their first contact point. Many of the visits are still coordinated by the ADC, 
but increasingly they are handled by trade associations with assistance from us. So far, during 2002 
buyers visited from three major vanilla importers, the two Dutch flower auctions, five large flower 
importers and two of the largest fresh produce companies in Europe. Many other buyers from smaller 
companies looking for new business have also visited and/or contacted the ADC on several occasions. 

Price bulletins and market reports on roses, fresh produce and spices were sent out every month. These 
include comments by importers and specific ;nformation on the quality and quantity of Ugandan 
products in the market. The demand for these bulletins is growing with a current mailing list of more 
than 100 clients, plus many call-in requests. Draft up-dated market analyses have been completed for 
chilli, vanilla, cocoa, okra and passion fruit. 

2.2.4 Quality Control and Improved Post-harvest Handling: Intensive technical assistance on 
post-harvest management has continued in 2002. The rapid growth of Fresh Handling and regular 
training by UFEA resulted in a general improvement in the market arrival quality, and better year-on- 
year prices for Ugandan roses. Temperature related losses are now rare. Although the importance of 
proper maintenance of the cold chain is better understood by exporters, monitoring has shown that 
there is still room for improvement. The FHL coldstore at Entebbe is operating at full capacity, and the 
new Roka BondsIAnova coldstore next door, with 200 tons capacity, allows ample room for expansion. 
Together with the ENHAS coldstore, there are now 3 coldstores at Entebbe airport, and the increased 
competition has meant levels of service have improved. In June 2002 freight rates for flowers 
(US$1.70/kg) and vegetables (US$1.35/kg) reached the lowest level for five years, providing a strong 
incentive to fresh produce exporters. 

Post-harvest handling facilities have been improved by almost all of the flower exporters, and several 
fresh vegetable shippers. Temperature and quality management is still practically non-existent for most 
of the smaller vegetable exporters. In general, their packing facilities are still poor, but their importers 
in the European ethnic markets are price-driven and not discerning enough to insist on improvements 
in quality if it is reflected in higher costs. 
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Improved hot pepper grading facility at Mubuku Irrigation Scheme in Kasese. [luality control and improved post-harvest handling 
has been one of the major areas of ADC interventions. 

Assistance to flower farms to reach the standards of the Uganda National Code of Practice (COP) 
continued throughout the year. Pre-audit visits were completed jointly with UFEA at all flower farms 
during 2002. The whole flower industry has agreed to work towards full compliance, and this has been 
incorporated into the UFEA constitution as a condition of membership. In 2003 this responsibility will 
be taken over by UFEA, and external auditors will be invited to check internal pre-audits, to give the 
audit process international credibility. 

Training in COP was continued with fresh produce growers through HORTEXA, focusing mainly on 
"safe use of pesticides". A code of practice was written and agreed for the cocoa industry, and will be 
presented to exporters and growers early in 2003. The UNVA has also agreed on a draft COP for 
vanilla, which will be finalized and presented to growers. Adherence to these guidelines will improve 
post harvest handling in particular, although there will be many overall benefits to the industries in 
relation to quality and market acceptability. 

2.2.5 Technical ~ssistance to HV Clients: During 2002, direct technical assistance continued to 24 
firms, 4 national private sector associations, 7 regional private sector associations, 2 NGOs and 5 
government agencies. Assistance was given to floriculture, fresh produce, vanilla and other products. It 
covered the complete spectrum of research, technology transfer, training, market information and 
management support. 

New investment in floriculture is expected to push export values up at least 15% per annum over the 
next three years. Technical assistance from IDEA has been a significant factor in this success. 

In conjunction with UNVA, MAAIF and the main processor/exporters, a major promotion has been 
initiated on vanilla as an alternative crop for growers hit by coffee wilt. Ugandan vanilla has been 
introduced successfully to all major world buyers, and they have confirmed that Uganda has the 
potential to compete successfully with Madagascar, Indonesia and other world suppliers, in the future. 

2.2.6 Improve Airport Handling System: Fresh Handling Ltd has grown rapidly into the main 
handling company for flowers and fresh produce at Entebbe Airport. The company has achieved a 
good financial performance over the fist 24 months of operation. It has demonstrated clearly that 
dedicated handling of perishable products can result in quality improvements that yield better prices for 
growers. The growers themselves have come to realise the benefits of economies of scale, by working 
together and sharing information. ' 

xix 



Direct negotiations between FHL and airlines has resulted in further freight rate reductions in 2002 
(see above) which, if maintained, will deliver a saving to the floriculture industry of more than 
US$600,000 compared to 2001. 

FHL now receives weekly forecasts from all the growers, and consolidates 60% of all the perishable 
freight passing through Entebbe (see Figure vi). Growers sending to the same consignee share the 
same pallet. This consolidation has allowed favorable contracts to be negotiated for the whole season 
with airlines and clearing agents in Europe. Rates have come down, capacity has gone up, and 
competition has increased. 

Dead freight has been minirnised through increased grower commitment, better communications, and 
warnings given 48 hours in advance if a farm is going to be short of its projections. The strategic 
alliance formed between FHL and Anova, one of the largest fish exporters, remains intact and is being 
re-negotiated for 2003. If there is a shortage of one commodity, the shortfall can be filled by the other 
so contractual obligations are met with the airlines. 

Figure vi: Distribution of Perishable Cargo During 2002 
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A working capital loan facility of US$500,000 for Fresh Handling Air Cargo Ltd was agreed in 
September 2001, with Barclays Bank, using the USAID supported Export Credit Guarantee Fund 
administered by the Bank of Uganda. This financing has enabled FHL to contract directly with airlines 
at a better price than the previous year, and enabled airlines to offer more frequent direct services, 
mainly to Amsterdam and Ostend. At times there are more than 8 flights per week that growers can 
choose from. FHL has reduced its average overdraft level to US$300,000 and maintained an excellent 
reputation with the bank in 2002. 

Fresh vegetable exporters have responded to more competitive rates offered by FHL, and shipped more 
produce during 2002. This resulted in better market arrival quality for them, and more demand from 
customers. The performance by FHL during its 24 months of operation is depicted in Figure vii below. 



Fig vii: Monthly Export Through FHL by Product: Jul'00 to Jun '02 
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3.0 CONCLUSION 

There is a stable complement of long-term personnel at 'the ADC providing TA to NTAE clients. We 
obtained a contract modification fi-om the USAID Mission to maintain our current complement of long- 
term staff through July 2003, so we can maintain the momentum under IDEA while the new projects 
become operational. 

The 2002A season experienced shorter than normal rainfall over most of the country. Since this was 
insufficient for crops to fully mature (other than short season crops such as beans), output of most 
crops was down. This reduction in supply limited our field crop marketing abilities. There was food 
insecurity in some locations, but the magnitude was relatively small, except for rebel activity that 
escalated in the north during 2002. 

Overall commodity prices remained under pressure during the reporting period. The exception was 
vanilla and cocoa. This has been discouraging to farmers because diversification was not even the 
savior. There was some recovery in maize prices, although they remain below the 5-year average. This 
has had a knock-on effect, because farmers have rationed the purchase of productivity enhancement 
inputs, as reflected in reduced improved seed, fertilizer and crop chemical sales. This, in turn, will 
create a vicious cycle. It will require one or two seasons of good rainfa1 andlor good prices to restore 
f m e r  confidence. 

These low prices have enhanced accessibility to food and kept inflation low. Farm incomes are 
expected to decline due to lower yields and soft commodity prices. Some farmers will default on their 
loans. 

The Uganda Shilling was relatively stable and weakened slightly during the period. The Euro and the 
British pound all gained some strength relative to the US$, which enhances our HV NTAE export 
values. 

As in previous reports, we still maintain that there are some very good investment opportunities in 
NTAEs. Diversification of Uganda's export base is still very important. Coffee prices are likely to be 
under pressure for several more years. Our main limitation is identifying qualified investors for the 
NTAE sector. 
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PART I: MAIN REPORT 





INTRODUCTION 

1 .  Overview 

This is the sixteenth semi-annual (and also the eighth annual) progress report of the Uganda's 
Investment in Developing Export Agriculture (IDEA) Project. It covers the period January 1 
through December 3 1, 2002. Like other previous progress reports, it brings out progress by 
compbnent and compares planned and actual implementation of various tasks. 

The report consists of two parts - the main report (Part I) and statistical annexes (Part 11). The 
main report comprises three chapters with the first chapter giving an overview of the IDEA 
Project and the macro environment prevailing during the reporting period. Chapter 2 presents a 
detailed nan-ative of progress (by objective) made by the Low Value (LV) and High Value (HV) 
components. Overall operation of the Project is presented under Management, Monitoring and 
Evaluation. The Project's strategies, highlighting challenges and opportunities and an outlook for 
the 9~ work plan year are presented in Chapter 3. Statistical annexes (Part 11) include achievement 
indicators, time lines, active client portfolio, LV and HV training events, and IDEA Small Grants. 

1.2 IDEA Project: Institutional Environment 

1.2.1 Role and Institutional Framework: The main intermediate result (IR) under IDEA is 
increased value of selected non-traditional agricultural exports (NTAEs) as the source of increased 
incomes. Other intermediate results include increased production of selected food products and 
increased use of financial services by rural households. The USAID Uganda Mission now has a 
new Integrated Strategic Plan (ISP) 2002-2007. With less than 18 months remaining, IDEA is 
essentially a transition project. It is incorporated under S07, and is expected to have results 
reportable under all 4 Intermediate Results. 

In terms of implementation strategy, IDEA has continued to provide direct assistance to producers, 
traders, and exporters of selected NTAEs using a vertically integrated, "commodity systems" 
approach. IDEA works to expand LV food crop exports (primarily maize and beans); and increase 
production and exports of HV crops (such as flowers, fkesh produce, vanilla, cocoa and papain). 

Although the basic project agreement is between USAXD and the GoU's Ministry of Tourism, 
Trade and Industry (MTTI), IDEA operates principally for and in concert with the NTAE private 
sector. Thus, the IDEA Steering Committee (ISC) is made up largely of private sector 
representatives and a few representatives of ministries and parastatal entities involved in 
promoting the NTAE sector in Uganda. 

The overall IDEA results framework and institutional environment are shown in Figures 1 and 2 
respectively. Results frameworks for LV and HV components are provided in Annex 1. As can be 
seen fkom the figures, IDEA has 2 operational components directed at accomplishing project 
results. These two, namely the Low Value (LV) and High Value (HV) Production and Marketing 
components form the cornerstones of IDEA. The two components are actively supported by the 
business and finance, research, education and training, market information service, grants 
management, monitoring and evaluation, and project management units. 

During the reporting period, the IDEA Project, through the Agribusiness Development Centre 
(ADC) continued to offer a wide range of professional expertise including crop production, 
market information, training, financial linkages, project management and evaluation. 
















































































































































































































































































