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EXECUTIVE SUMMARY 
\ 

1. Ugaflor 96, the first international conference of the Uganda floriculture industry was held 
in Kampala on July 24-25, 1996. The conference was attended by more than 200 delegates 
from Uganda, East Africa and Europe. 

2. In his opening address, the Minister of State for Trade and Industry urged growers to 
expand exports of flowers from the current market value of around $10 million, to a new 
target of $60 million (equivalent to $35 million FOB). 

3. Following a technical presentation and discussion on costs of production, delegates 
concluded that: 

Expansion to 200 hectares, with an equivalent FOB value of approximately $37 
million, is a feasible target 
Uganda is highly competitive in the production of small and medium length roses. By 
concentrating on these varieties, growers can maximise yields and compete effectively 
against other African producers 

m Ugandan growers do not always achieve their potential and must make greater efforts 
to supply consistently high quality roses. 

4. Growers from the Uganda Flowers Exporters Association confirmed that rose production 
can be profitable, but that the introduction of VAT has caused some fmancial problems. 
They concluded that: 
m A higher level of trained Ugandan staff is necessary to reduce costs and ensure the 

sustainability of the industry 
m Farm managers are aware of environmental hazards and no problems have been 

observed so far with regard to the environment 
A voluntary code of practice with respect to flower standards could be introduced in 
the kture 
The UEFA will continue to develop its capacity to represent and promote the needs of 
the industry. 

5.  Following a market analysis and presentations by two major European buyers, delegates 
concluded that: 

The European market can absorb an increase of production to 200 hectares in Uganda, 
but that there may be some overall reduction in prices. However, Uganda should 
remain competitive since it is a relatively low-cost producer. 

m Uganda should concentrate on its comparative advantage for short and medium stem 
roses, focusing on becoming a high volume, consistent supplier of premium quality 
flowers 
There is a need to screen new varieties for performance under Ugandan conditions 
Dutch auctions will remain the main market outlet for growers for the foreseeable 
future, but direct sales to supermarkets should also increase. 

6. It was generally concluded that roses give one of the best returns on investment in 
agriculture in Uganda (over 30% in some cases), and that an expansion to 200 hectares would 
provide 9,000 new jobs at all levels. 



7. The main recommendations of the cgnference were: 

= Makerere University, Government and the IDEA Project should work together to 
improve the standard of horticultural education at all levels 

rn Research should focus on rapid screening of new rose varieties, and new types of 
flower for their performance under Ugandan conditions 

rn UFEA should organise more workshops, functions, newsletters etc, with the objective 
of educating the lending agencies and government policy-makers on the commercial 
realities of floriculture 

rn Government should provide more incentives to lending agencies and investors to 
generate the capital required for expansion of the industry 

rn Government should harmonise duties and investment incentives included in the 
investment code, the tax code and VAT statute 

The Uganda Investment Authority should play a more active role in representing the 
interests of investors in floriculture, particularly with the Uganda Revenue Authority 
and other Govenunent departments 

rn The Civil Aviation Authority should improve facilities at Entebbe Airport - a shelter 
is urgently needed close to the runway, to protect flowers and kesh produce waiting to 
be loaded 

The new airport cold store should be managed by CAA and UFEA in conjunction 
with a private sector contractor 

rn CAA and UFEA must negotiate to reduce handling costs from the current 7 US cents 
per kilo to a more competitive level of 4 cents. 





1. INTRODUCTION 

UGAFLOR 96 was the first international conference to be organized by the Uganda floriculture 
industry. It was sponsored by USAID through the Investment in Developing Export Agriculture 
(IDEA) Project, which is working closely with the Ministry of Trade and Industry and the Uganda 
Flower Exporters Association to develop exports of flowers as well as other non-traditional crops 
and processed products. 

The subject of the conference reflected the rapid growth of production and export of cut roses from 
Uganda which has occurred in recent years. From a zero base in 1993, rose exports increased to 40 
million stems in 1995, with an estimated foreign exchange value of more than $6 million. Uganda 
has progressed from no exports of flowers in 1992 to 105th in the world in 1993 and 53rd in 1994. 
Export value is expected to increase by a further 20% in 1996. Investment in roses to-date is 
estimated at nearly $20 million. In addition, the success of the rose industry has stimulated new 
investments in other floriculture products such as limonium flowers, cut foliage plants, 
crysanthemum and other plant cuttings. 

The primary purpose of the conference was to brief Government, banks and other lending agencies 
on the status of the industry, and to explain the excellent opporhmities which exist for rapid growth 
of the floriculture industry over the next five years. Within that time, exports of floricultural 
products could reach more than $50 million if the necessary steps are taken to develop infrastructure 
and train Ugandan technical staff. Availability of commercial loans and investment capital will, of 
course, be essential. 

These proceedings contain summaries of the papers presented by each speaker followed by a 
summary of the discussion which followed each presentation. The original technical papers are 
included as appendices (where available - some speakers did not use notes). The recommendations 
of conference working groups on finance, human resources and airport handling are also included. 



2. OPENING ADDRESS BY HON. D R  A. RWENDEIRE THE MINISTER OF STATE 
' FOR TRADE AND INDUSTRY 

The Chairman, Uganda Flowers Exporters Association, 
The Director USAID, 
Officials of the Agribusiness Development Centre, 
Staff of the IDEA Project, 
Invited Guests, 
Ladies and Gentlemen. 

Permit me, first of all, to express my thanks to the sponsors and organizers of this conference for the 
foresight you had when you took the decision to bring together all stakeholders in the production and 
marketing of roses. I also wish to thank the organizers for the invitation that was extended to me to 
come and participate in this conference. 

Mr. Chairman, you will recall that following the experiences of the past, not only here but elsewhere 
in the world, Government took a major decision to create an enabling environment for the private 
sector to spearhead the social-economic development of Uganda. This means that the Government's 
role is restricted to that of formulating suitable policies and putting in place the inhstructure 
necessary to do profitable business. I am pleased to note that since that policy was announced, a 
number of Associations in the pkvate sector have been formed and these are working tirelessly to 
improve the businesses on a sustainable basis. The Uganda Flowers Exporters Association is one 
such organisation. 

Ladies and gentlemen, you may wish to know that the Flower Exporters Association is a relatively 
new organisation. It was formed with the active encouragement of Government. The idea then was 
and still is, to have a strong national body which has the interests of stakeholders at heart. With such 
an organisation in place, its members' interests can be catered for through constructive dialogue with 
Government. The organisation can propose to Government policies which, if put in place, would 
work in the best interest of the nation. I am glad to note that the Flowers Exporters Association has 
been active in this respect. You have done a commendable job given that starting from a zero base 
in 1993, the rose-flower exports have increased steadily. In 1995, Uganda exported more than US$ 
6m worth of roses and the prospects for further increase are very bright. I therefore, want to 
challenge you to do all you can to ensure that we expand the volume of such exports. What is there 
to prevent us from exporting ten times more, ie. US$ 60m worth of roses? Will it be lack of 
technical knowhow or may be lack of investment capital? What about adequate inhstructure? If 
these are the uroblems. what is it that Government can do to solve these problems? I trust that 
during these two days, you will apply yourselves to fmdimg answers to these and other numerous 
auestions. We in Government do await anxiously for your suggestions on how best such bottlenecks - - 

can be removed so that we propel this counhy to greater prosperity. We have already identified 
infrastructure as a major constraint. This is why Govemment is committed to doing all that is 
possible to make substantial improvements commensurate with the importance placed on this sector. 
I am sure that in the very near future, we will register tremendous success in the Ugandan Rose 
Industry. 



Referring to bottlenecks, I note with satisfaction the fact that substantial financial support from 
USAID has assisted in getting you started. They have done a commendable job. I am informed that 
emphasis is on research to identify new flower varieties and training of Ugandan technical managers 
for the floriculture industry. This, you will realise, is in consonance with the President's call to 
Ugandans to identify and produce high value crops as a way of eradicating poverty. Therefore, I 
would like to appeal to you the participants and other nationals to ensure that this support is utilized 
most efficiently. With determination, there is no reason why flower exports from Uganda cannot 
exceed US$60 million especially if commercial loans and investxent capital can be made available 
by the financial institutions. 

Mr. Chairman, it is not my wish to pre-empt the discussion that you are going to have. I was invited 
only to open the conference but I have chosen to make comments on what you are likely to discuss. 
This was to provoke you so that as you deliberate, you take into account Government policy guided 
by the national development vision. 

Once again, let me thank the sponsors and organizers of this conference for bringing together all 
these stakeholders to discuss issues likely to promote the rapid development of the industry. 

I also thank all of you participants for the time you have taken off you schedules to come and share 
your experiences with your colleagues. We look forwa.rd to receiving a report of your deliberations. 
I want to assure you that your report will be thoroughly studied and any recommendations 
/remarks/obse~ations you make will be taken into account while formulating Government policy 
in this field. 

With these few remarks, I have the pleasure to officially open the conference and also to wish you 
fruitful deliberations. 



'\ 3. ROSE PRODUCTCON AND DEVELOPING COMPETZTNE ADVANTAGE 
IN UGANDA - Roger White, IDEA Cut Flower Consultant 

"Can you afford to lose $1 million?" 

Striking question to open with but he quickly eqlained that flower growing can also be 3 profitable 
business. 

"The only security in this business is to have consistent high quality: there are no illarketing 
problems if you have consistency." 

He discussed Uganda's climatic conditions that affect roses. 
Cited consequences of higher temperature: 

1) number of flowers increase 
2) stem length is shorter 
3) number of petals decreases 

He discussed capital costs, comparing Ugandan growers to each other and to their foreign 
counterparts. Details are listed in his in depth report given to al l  participants. 

"No matter how good you are you'll always have difficulty starting up. 

He cautioned not to over design. (An architectigrower countered that later, saying they can also save 
money.) 

Profitability depends on good plants and varieties that last. 

If you're spending over $40/m2 you're too high. Aim for $30. In India they're up to $60-70. East 
Afiica is all around $30; Uganda, Kenya, Zambia, and Zimbabu-e. 

The Dutch are even higher at %108.50/m2, with their insiience on the latest technology. White was 
quick to point out that these are established, family businesses; and existing producers who are 
buying out smaller growers. 

Despite the generations of experience the Du& may have, White cited Uganda's mosr significant 
advantage as being a consistent light source. The Dutch, he said, "Cannot replace the light you have 
for free." 

He noted that heat costs in northern climates are not as signismat a factor as light availability 
because increases in fuel costs also cause transportlfreight rates to rise simultaneously. 

Total costs of management and labor runs about $35,28Oh Most growers spend a significant part 
of this on ex-pat managas (around $70,00O/yr - approximately equal to ail other labor on the farm). 
He cited the importance of finding a manager with a track record of nmning a business successfully. 
Students and consultants, he noted, may talk flowers very well yet be unable to run a business. 



He suggested growers start small and increase gradually with a phased expansion program. 
Inte~isring to note was that the average Dutch farm is under one hectare. 

Uganda's capital and production costs are competitke with neighboring Kenya and Zimbabwe. 
However, Uganda can't compete with Kenya for more costly, long stem varieties whch grow better 
in highland tropics. Statistics say Uganda is competitive with the large flowers yet the Lganda- 
groun generally tend to have smaller buds and earn less per stem than highland troplc groun 

Uganda is very competitive with the smaller roses. By sticking to the smaller, shorter stem 
varieties that naturally thrive here, Ugandan growers' higher yields per hectare can allow 
them to compete on price with their Kenyan counterparts. 

Freight triples fiom 3 to 9.4 cents per stem when stem length doubles fiom 30-40cm to 60-80cm. 

India expa& the lowest quality roses, earning only half what Dutch Bowers sell for in the auctions. 

Factors inftuencing price: 
1) variety to remain popular 
2) size of bud - go for moderate length stem 
3) stage of opening - uniform 
4) uniformity of bud 
5) flower color - bud damage 
6) stem length and thickness 
7) uniformity of stern length in bunch and consignment 
8) leaf color and quality 
9) freedom from chemical and water marks 
10) k d o m  from dust 
I I) fteedom from pests and disease 
12) packagiig 
13) overd appearance 

U g d s  advantages: 
I) competitive capita1 costs 
2) competitive unit cost 
3) competitive &eight costs 
4) high yield potentiai 

Uganda's track record has basically been variable with inconsistent quality. This has resulted in - 
below average prices compared to &me East &can competitors. ~ h i i e  didnote that some growers 
are competing successfully with Kenya and obtaining competitive prices. 

Issues &at need to be addressed are stem length and bud size; varieties to grow; greenhouse design: 
management; disease control; rose quality and vase life; and postharvest handling. 



White noted that Netherlands Iending institutions are more willing to bank on a new grower if that 
person will plant the top ten rose varieties. 

Every grower in Uganda should pay' more attention to postharvest handling. A flower starts to die 
as soon as it is picked so the job of the grower is to maintainits survival as long as possible. 

He cited numerous factors which influence postharvest bloom degeneration: 
I )  access to greenhouse 
2) narrow roadways 
3) careless handling 
4) hand carts or no carts 
5)  time kom harvest to packhouse 
6)  product flows within packhouse 
8) cold store management 
9) cold chain efficiency 
10) airport facilities 

White closed by saying the fimne depends on consistent quality with long vase life. Growers must 
do their part and the government must assist in improving idiastwcture. 

During questions that followed, growers expressed concerns about high management costs. White 
referred to a grower he had heard who claimed, ,I'd lost half a million before I realized I'd lost it.' 
He explained that cutting cosllers on management expense early in one's business venture could 
result in problems fiom the be.&&g. Plants that may be formed badly could result in the loss of 
a whole season. 

He also countered air £reighE complaints T o n g  growers by revealing that every developing country 
who began flower growing went through a similar stage. Zambia even pooled growers to book 
charter flights. 

Honorable Abel Rwendeire asked what Government's role in varietal trials should be. 

White explained that the crucial factor in mals is that they must be held at the very best famls. They 
should be open to other growers, pooling information. Ugandan growers are not, he explained, 
competing against each other, but rather competing against growers in Holland, the market leader. 



4. ROSE PRODUCTION: THE GROWER'S EXPERIENCE - Geoffrey Lwalhp;a, 
Z i a  Horticultural Exporters Ltd and Vincent Ssenyonjo-Bazira, Nile Roses Ltd 

Mr. Lwanga, General Manager of Ziwa Horticulture Exporters Ltd. and Secretary of the Uganda 
Flowers Exporters Association.spoke on the growers' experiences. In a July 1996 report, he and 
Vincent Ssenyonjo described the growth of the industry in Uganda from a single grower in 1993 to 
the current tuelve projects. It could easily include 200 hectares by the turn of the centur?.. 

"Nobody wants to lose money." Lwanga said, citing the basic motivating factor of rose production 
to make profit and improve well-being. Peace and political stabiry in Uganda restored confidence 
in investors. The naturally good climate and soil conditions point &e may to floriculture production. 
Abundant cheap labor in the unskilled, or semi-skilled jobs allows Uganda to compete with northern 
hemisphere growers who use computers and mechanisation to overcome their higher labor costs. 

In the ensuing discussion, Kyoratungye Karemente, member of Uganda Investment Authority, 
explained that the government would Iike to see the association serving as a pressure group, setting 
up a N1 time office. 

He discussed the difficulties the tax structure places on growers. Having once guaranteed a tax 
hoIiday, there is now VAT(1 PA), withholding (4%), and import taxes(2%) for a total of 2 3 % p  
various aspects of their business chain. 

If one m e s  a one $1 million start-up cost, that means government is demanding $100 thousand 
before any business is transacted. He explained there is a memorandum before government to 
remedy this situation. 

Kyoratungye explqed that despite the apparent high cost of foreign managers, there is ai>present 
no way to do without this as it is difficult for Ugandans to acquire the knowledge overnight. 

He expressed concern over environmental problems with chemicals. He asked banks to be lenient, 
bending their requirement of Wh equity. He closed by asking if perhaps the Ugandan growers 
should set their own standards for export quality. 

Geoffrey Lwanga answered the first question explaining UFEA is setting up a secretariat, or 
permanent office and that USAD IDEA Project will assist by equipping it. 

Lwanga explained that business taxes do get complicated with seed zero rated but cuttings and 
plantlets subject to VAT. Greenhouse roofing sheets, originally considered machinery have now 
become subject to VAT. The Revenue Authority wants industry to pay now and claim tomorrow, 
a difficult proposition with the hefty outlay of rose growing. 

He expressed dreams to, "Eventually Ugandanise the whole industry." 
He discussed the concern over chemicals explaining that they are expensive solutions used only 
when needed and only to solve problems. Growers, Lwanga asmred, exclusively use internationally 
approved chemicals at recomrnmended rates. 



Vincent Ssenyonjo addressed the issue of standards explaining thaw1 growers strive for the best 
quality demanded by the market. Exporters get consistent feedback From auctions and buyers. 

White explained that it is nesr to impossible to make separate standards for Uganda but that a 
voiuntary code of practice might be beneficial. With shipments to the Netherlands, the ultimate 
quality control is, "not fit for sale." which he has never seen a Ugandan shipment labelled. 

Ssenyonjo ex~ressed growers' concern that once government sets a tax policy it should not be 
reversed. He cited tax incentives that have recently been withdrawn. "Flew projects hinge on 
consistency of government regulations." 

Godfrey R. Ruhurira, Project Appraisal Manager of the East African Development Bank explained 
that today's 12% interest rates are a marked improvement over 14% a few years ago, but he still 
hopes to achieve 10% soon. He said that bankers are flexible with clients in offering to accept 
payment coincidental with the groaing season, and offering a one or two year pee period on loan 
repayment. He expressed the continued need to secure 40% down payment ratio as a direct relation 
to security. 

Steve New addressed the concern over chemical use especially in farms around the lake. He 
suggested that growers adopt a voluntary code of practice for protection of @th the environmem and 
workers' w e l k .  He said that Ugmda is fortunate starting up Iate because pkople are already aware 
of the dangers of chemical use and can prevent the damage that Kenya has done to Lake Naivasha. 
He also said growers are already bmed in to the use ofrecyclable materials for packing. 

It was suggested that the Civil Aviation Authority should handle baining of airport staff. Someone 
e k e  suggested that the IDEA Proj& could fund this out of their training budget 

White cited similar mishandling of tiagile product all over the world. lsrael, he noted, simply 
introduced sufficiently large boxes that they couldn't be tossed about anymore. 

Nimrod Waniala, Senior Advisor - Export Development, Ministry of Trade aaxl Industary addressed 
the need for improved communication, explaining that, "What we have now is the result of 
continuous dialogue between government and the private sector." He said the way forward is to 
change the minds of policy makers and to educate government to the signiscauce of policy changes 
to the industry. 

Loek Koop discussed the quality staodards issue by refering to Netherland's four classes of quality. 
Each grower's shipment quality is recorded and graphed so that their growth in the market can be 
monitored. "It's your name in the marketplace that matters." Some environmentally concerned 
buyers have even begun monitoring water and chemical use, seeking out environmentally friendly 
growers. Scandinavian countries and Switzerland are already dictating chemical use. 



5. MARKET PROSPECTS FOR UGAN,DAN ROSES - Stephen New, IDEA Project 
\ 

Focusing on per capita consumption. Steve New explored worldwde trends in flower buying befm 
concentrating on the European market. Statistics showed a price peak bring reached in the n i d ~  
week and a tTough at week fifteen extending through week 44. 

Though the market has traditionally been dominated by Holland, its market share has betn 
decreasing sreadily h m  76.6% in 1991 to 65.4% in 1994. The global flower trade now stands 
US$3.6 billion, with 25% of that bring in roses. The rose market continues increasing at 5% pr 
annum. Uganda's proportion of thr world market has grown from a baseline zero in 1991 to 0.6'6 
in 1994 and an extimated 1.4% for 1995. 

Uganda must focus on developing its potential for specific types of roses. With prices dependirg 
on source, Uganda registers consistently lower prices than Kenya. Steve pointed out that much of 
this is due to the naturally shorter stem length Ugandan growers produce, but some differences in 
price are also amibuted to reputation for consistent quality. 

At the moment Uganda has approximately 40-50 hectares under flower cultivation whZe 
counterparts in Kenya and Zimbabwe have 200-300. IfUganda could increase cultivation to 2CXI 
hectares, the percentage Uganda wuld command oF@e world market might approach 15%. W& 
the world market growing at 5%. at least 100 additional hectares are needed annually just rn 
accommodate the rise. With the market shifting south to minimize labor costs, overseas supptitrs 
are favored 

Trends include supermarkets inmesing flower sales. Taking a more aggressive role in the markz%, 
these retailers favor smaller, lower cost flowers giving Uganda a competitive advantage. These 
buyers want to know where their product originates, and in turn, support their buyers' concerns Bir 
environment and worker welfare. 

Uganda, New insists, should concentrate on its comparative advantage in short and medim 
stemmed roses, focusing on becoming a high volume, consistent, premium quality supplk. 
With no competitive advantage m long stem varieties, Ugandan growers could better maximize 
profits by going for bigh yields. 

Concern was voiced during discussions that India might become another competitor in the nse 
business but Roger White disagreed He cited pale color, less petals, and a w i v e  potential in tkk 
domestic market as reasons they might never become real competition in the worId market. 

Growers were reininded that despite climatic and national differences or advantages, inevitably &e 
quality depends on the individual sower. 

White warned grow-ers of the tendency to blame the market when something goes wrong. Takkg 
care of one's onn problems is the only way to ensure profits. Findmg buyers and sticking with them 
instead of blaming them and mo.cing to other buyers remains the best strategy in most cases. 



\ 6. MARKETING UGANDANDAB ROSES 

6.1 Loek Koop, BVH Flower Auction, Holland 

Private, direct sales, versus auction marketing was debated. Loek Koop listed the advantage of 
auction sales as the best way to bring all suppliers and buyers together. He cited the auctions' 
transparency and objectivity. There can be no dispure on the auction flurx and suppliers are 
guaranteed payment, something he said could not be assured when selling d k ~ t i y .  

The auction is also a good place for growers to receive iosrant feedback. In a time when flowers are 
a buyers' market, the ability to respond quickly to such feedback can help growers succeed. Also, 
it is in the best interest of auction houses to assist growers in any way they can to increase profits, 
whereas a private buyer could easiIy just shift to another supplier. 

Asked why Holland so consistently dominates the world market, Koop cited the instant feedback 
Dutch growers benefit f i o ~ n  beiig in the epicenter of marker activity. The 
advisorlresearcWeducation triangle allows the Dutch to e~aluate chances and take advantage of them 
when they occur. He noted that az~ctions were founded to give growers the c k  to concentrate on 
what they're better with, namely growing. 

He compared the color mix su&fied by Ugandan growers with the mix supplied by Dutch growers. 
Citing Uganda heavier on pink roses and lighter on red he suggested that Uganda might stand to 
profit more by following market demands. He also mentioned the seasonal changes in taste with the 
demand for red and white heaviest around Christmas, red for Valentines Day, yelfow for Easter, and 
pink in May for Mothers' Day. 

Koop led the group through a study on comparative prices. In the long stenuned varieties, Dutch 
growers received nearly 40% more per stem than their imported competitors. fn the short stemmed 
varieties, the Dutch advantage was considerably reduced to only 5%. 

What buyers don't like, Koop told the group were surprises. They depend on a consistent supply 
and when that is interrupted, price suffers. Although a variety may be popular and the grower may 
supply high quality flowers, inconsistency can prompt h e r s  to look elsewkere for supply. 

Koop focused on European popularity of the variety Golden Times. He mentioned it was a good 
rose for AfXca to grow as the labor costs were low here aod the flower's bright color made it popular 
in the winter months. 

He highlighted other flowers that could be profitable in Uganda besides m. Limonium has a 
stable price and is used in completion of most bouquets. Snapdragons, which rn becoming popular 
with Isreali growers, can be grown from seed and Koop said might be good here in mid-winter. 
Carthamus is one flower where imports yield better prices than the Dutch gromn product. Eustoma, 
though a difficult crop, being subject to disease and shipping damage was also mentioned as holding 
opportunities for local growers. 



6.2'$imon van der Burg, Teleffower Auction, Holland 

This fourth generation Dutch horticulturist has been marketing flowers for African growers for more 
than ten years. Twenty years ago there were almost no flowers available during European winters 
and almost anything could be sold. Today, amply supplied by numerous growers from the southern 
hemisphere, Dutch buyers can afford to be selective. 

He reminded Ugandans that Netherlands horticulture is based on hundred-year-old traditions. He 
cautioned local growers that they are already running before they ever walked. it'orldwide. the main 
players in the rose i n d ~  are Netherlands and Ecuador. Kenya and Israel follow nest. U'ith - 
Ecuador at 3000 meters (Uganda is at 1 100m) their cooler cha t ;  favors large. long stem flowers. 
They do however mature more slowfy yielding less stems than Uganda has the potential for growing. 

Within two years Indiahad 100 rose growing projects. It was pointed out that this still represented 
a low ratio per peMn compared to U,oanda. 

Van der Berg encouraged Ugandan growers to be open with i n f o d o n ,  and to work in cooperation 
on trials. Kenya was once secretive, wrking behind locked gates, though recently they've become 
more open with information. 

\ .  
He cited vanety selection as critical. Again Golden Times WBS mentioned; the wenty-five year old 
variety is the standard for yellow and it keeps remarkably well in transit. The Dutch, he noted are 
likely to perform small-scale trials for a full year whereas Ugandans are far too likely to plant an 
entire hectare. Out of some 200 varieties available, some 20-40 probably grow well in Uganda and 
there are ceaainty some varieties t& growers shouidn't even attempt. 

The geed for idrasmcture improvements was highli-. Reliable telecommunication is essential 
van der Berg noted for the transit of perishables Eke Bowers. A breakdown around Christmas or 
Valentines Day wuld cost growers a fortune. 

Air freight in Kenya took Bteen years to perfect. In Uganda, it was noted, one out of every five 
shipments is late dne to flight delays or bumping. Uganda has an advantage over growers furrher 
south as an additional three hours flying time can add 30-40% to shipment costs. Continuation of 
Uganda's labour advantage seems assured over the medium term. 

He discussed the origins of the Dutch auction 75 years ago as a means of pooling growers and 
allowing buyers to argue price out. As the world entered the flower market, Holland's asset was 
utilized. Today, though he admits there are other players in the market, the auction still remains 
popular. 

When a grower takes his produce to auction, the whole world is watching and the grower has the 
oppormnity to see how the rest of the world is doing. The more unique the product, the more 
individual phone calls a grower might have to make to sell his product. In attempting to sell directly 
to bulk buyers, several growers might have to pool to supply a consistent, perhaps daily demand. 



Van der Berg admits that the closer growers are to the fmal market, skipping middlemen where 
possibie, the more profitable they can be, but also the more complicated marketing becomes. 

In a question period that followed, growers petitioned for a reduction in auction charges, citing the 
k t  that 80% of flowers are re-exported from Holland. Van der Berg admitted that marketing was 
an expense whether a grower did it himself or deferred to professionals. He cautioned growers that 
they must concentcate on what they are best at and that groxxing was the most profitable part of the 
chain. 

Koop discussed the two methods of selling available in Israel. Of the direct selling option through 
the national marketing agency Carmel, and the auction system, the latter is the most popular at 70- 
80%. With auctions, a grower's name becomes known and at Carmel he remains anonymous. 

With the new trend toward supermarket flower vending. auctions have recently been asked to 
compromise traditional rules about highest bidder and agree to supply a large, daily volume for a 
&xed price. This makes it possible for good suppliers to negotiate fixed prices in advance. 



7. GROWTH PROSPECTS FOR THE UGANDAN ROSE INDUSTRY 
Clive Drew, IDEA Project 

Clive Drew evaluated the prospects for the Ugandan rose industry, showing the impacts of 
expanding the industry to 200 ha by the year 2000. With flowers a big market and -gowing, statistics 
show that by simply doubling the area under cultivation from 50ha to 100ha Uganda might be able 
to command a 5% European market share. He admitted that the industry's capital intensity is a 
constraining factor in the course of growth, yet he commended the private sector for taking the lead 
in diversifying Uganda's exports. 

Drew pointed out that a 200 hectare rose industry would earn Uganda $37 million in foreign 
exchange and employ about 9,000 people on a direct basis. There would also be the obvious 
multiplier effects as the service sector expands to meet the needs of the industry. 

Untike Kenya and Zimbabwe, Uganda is not constrained by shortages of water. The resources of 
Lake Victoria are so great that an expanded roses industry poses no threat to water supply, so long 
as growers continue to follow good environmental practices. 

Discussions confiied the conclusion that with Uganda's natural advantage in the short-medium 
stem roses, coupled with the increased demand by supermarkets for just such blooms, the country 
is poised to fill the market niche. 

Several technical issues were mentioned which had not been covered previously. Aquaflyers are 
being tested to counter the complaints by European buyers that Afiican roses don't have as Img a 
vase life as Dutch grown blooms. Though the price for packaging and air fkight might increase, the 
per stem yield and improvement in reputation for consistency could very well offset cost increases. 
Rootstock was discussed inreIdon to local nursery cultivation. Anton Ve-beek Rozh  B.V., a rose 
propagator admitted that it may be feasible to start a company here that could produce a more 
resistant rootstock. 

It was generally concluded that roses currently give the most attractive return on investment in 
agriculture in Uganda, but that there is a need for additional financing if the industry is to meet its 
potential. 



8. GROUP DISCUSSIONS AND RECOMMENDATIONS \ 

8.1 HUMAN RESOURCE DEVELOPMENT 

1). The group felt that foreign managers were reluctant to share their experience or dispense 
information. During discussion, Steve Xew did remind the group that in most cases, these managers 
\\ere successful rose -pwers, not trained trainers: their subsequent failure to pass on know ledge was 
perhaps the result more of inability than unwxlllngness. It was recommended that the IDEA 
Project should fhd ways to assist expatriot managers in the transfer of knowledge to Ugandan 
counterparts. 

1) The group unanimously recommended Makerere University and other local schools to 
set up degree courses in horticulture. Different options under such programs could include 
floriculture, and even a specific course in roses \WE suggested. 

3 )  The need for practical training was stressed, specifically opening up the possibilities for 
university student internships. A one year period of practicals could shift interested students out to 
the farms for hands on learning. Makerere currently includes a 12-15 week program of practicals. 
It was recommended that the IDEA Project continues to facilitate work experience for 
interested students so that they acqoire practical skills. 

3) Exposing existing staff to foreign production systems was recommended. This could 
be as nearby as Kenya and Zimbabwe cw overseas to Israel and Holland. Workers could see exactly 
what is being done elsewhere, as rose growing is technically different in all c o d e s .  Ideas could 
then be borrowed. 

5)  Research is lackingin Uganda. In particular there is a need for pilot nurseries and trials in 
Uganda's differing ecological zones, Use Mukom and Kasese. It was recommended that research 
should focus on screening the performance of new varieties, including their suitability for 
various climatic areas 

As no government institution could afford managing the greenhouses to host such trials, it was 
suggested that research assistants h m  Kawaudaand Namulonge work closely with commercial rose 
farms to manage the trials and to record and d y s e  data. 

6)  The necessity of floricultme l i t a twe  was discussed, to provide for the people who want to 
go into business. The group recommended that the IDEA Project should take the lead in 
pracurement and dissemination of information. 

7) VOCA, reminded those present that it can assist in short term W g  programs. They 
specialize in grassroots training and can bring in experts in non-traditional exprts. Farms were 
recommended to make more use of this service in the future. 



Finance '< 

It  was recommended that more short workshops be held to keep the banking 
institutions more informed about the flower industq, its problems, the export seasons 
and the effects of weather to the import market prices. The banking institutions seem to 
believe that there is unlimited export of flowers to Europe throughout the year fetching very 
good prices which is wrong. The fact is that the esport market is influenced by the weather 
conditions in Europe. i.e. if it is warm the local producnon m11 remain high and this will 
cause the import prices to drop because the European buyers prefer locally grown flowers 
because they reach the auction in much fresher conditions than imported flowers. 

It was recommended that Uganda Flowers Exporters Association arrange to produce 
a r ~ l a r  bdetin to educate the bankin&financing institutions about the flower - - - 
industry, its problems and methods of solving them. 

It was also recommended that the banks should reciprocate by producing pamphlets 
to educate the investors and public at large about the respective products/facilities - - - 
available in the form of loans and the terms. 

I t  was recolluoended that a strong representation be made to Government with a 
request for Government to solicit for funds for iending to interested investors at easier 
terms than funds are presently available in hancing institutions. The terms suggested 
were:- 

Interest rate less than 12% 

-Reduced equity contribution requirement from 40% to iP? 

Extension of full repayment period of interest/principd from five to seven years. 

It was recommended that the banks refraii from demanding interest payments during 
the periods when growers are not in the marketing season but instead structure their 
claims in the Bower export season which stretches from September to ApriUMay. Growers 
will find it dficuit  to pay interest during off season and yet banks will resort to penalties 
creating more diBcuities to the growers. 

The folfowbg recornmendations were made to Government regarding export 
incentives:- 

Government should harmonize the investment incentives in the Investment Code, Tax 
Code and VAT Statute. Government must avoid s i W o n s  of "policy on the nm" whereby 
investors are promised incentives in the Investment Code today and the incentives are 
removed tomonow. For example, the Investment Code incentives of tax fiee inputs, have 
recently been undermined by VAT. This has retroactive1y reduced the viability of some 
projects. 



7) The Uganda Investment Authority shoul\maintain its original role of attracting 
investment into Uganda and also the capacity and authorip to directly solve the investors' 
probtems, taxes etc. with Uganda Revenue Authority: Uganda Investment Arnhority wodd 
understand the investors better and would be in a better position to solve their problems. 

8) ir  was recommended that Government should involve the respective investment sectors 
in discussions when setting policies on taxation rather than after policies have been 
formulated. This &odd solve a lot of problems brought about by tax m k  who decide 
on taxes based on misconceptions. 

9) Government should consider the establishment of an investors desk at LX4 customs 
points which in liaison with UIA shoufd handle the specific investors problems. 

8.3 Airport Handling 

The p u p  shared experiences on the facilities at the Airpo~.  It was observed that outward 
freight capacity was sufficient but the main problem being e-xperienced by exporters was the 
handiing of products at the Airport. It was observed that products were often left exposed, 
outdoars, to heat and rain. 

\ 

The main issues discussed with a view to exploring resolutions were: 

. Handling of Export at Airport 

.) Storage before loading . Freight capacity . Scope for Development and Licensing policy Airport facilities by private developers. 

10) Given the present absence of adequate storage facilities, and the delays \khch are being 
W e n c e d  in moving exports fiom indoor stores and &ally loading them on the plane, the 
C k 4  was recommended to provide a temporary shed in order to protect products from 
heat and rain before they are loaded. CAA has been considering and pIaoning for these 
and has already identified EDF funding to cover the costs. They hope to have the shed ready 
within one year. However, the decision to go ahead and construct the shed depend on 
whether the Flower Exporters Association is satisfied with tk services provided by the cold 
storage facility which is due for completion in September this year. 

11) Construction of the cold storage facility which is funded by USAID is in the final stages and 
completion of the few remaining civil works is scheduled for September. T k  facility will 
have an 18-pallet capacity which is regarded as adequate at this time. 

The Civil Aviation Authority indicated that it is now in the process of identiiying a firm to 
manage the facility. Negotiations had previously been initiated with Panalpioa which now 
appears to have withdrawn their interest. CAA is disappointed with the lack oFintezest so 
far shown by the Flower Exporters Association concerning the managment of the h i l i t - .  
It was remarked during the discussion, that in the eariy stages, operation of the facility 
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would not be attractive tq commercial operators given the fact that the present demand 
mounted to 13 pallets as o ~ o s e d  to the 18 pallets which are available. The UFEA was 
recommended to take an active interest in ensuring effective management of the facility 
since they had a vested interest in its smooth operation. 

12) The group considered &e experiences of other countries namely Kenya and Zambia. It was 
pointed out that in Kenya the airport cold storage facilities had been extensively developed. 
However, it was noted that the most efficient facilities were those managed by the private 
sector, rather than public sector agencies. In Zambia, the flower growers' association, 
through a levy charged on all members, contributed towards the costs of operating the cold 
store. The CAA and UFEA were recommended to pursue a private sector management 
contract for the cold store. 

The group requested the representatives of CAA to provide information on the cost of 
operating the facilities at Entebbe. The CAA representatives indicated that this information 
could be made available during more detailed discussion with the flower associafion. 

13) The standard handling cost at Entebbe is $0.07 per kg. This is very high compared to Kenya 
and Zimbabwe, where the costs were .qiven as $0.04 per kg. Tke CAA was recommended 
to reduce handling costs to a ?mpetitive level. They eGtained that handling at the airport 
has recently been privatized, and therefore, is expected to become more efficient. 
Procurement of improved equipment is now underway. The Association resolved to act as 
a strong pressure group, in order to impress upon the relevant authorities the need to make 
Entebbe Airport more competitive in terms of handling costs. 

14) It was generally a g e d  that the outward capacity for export of flowers is quite adequate. 
CAA however noted that t k re  was likely to be a decline in inward capacity. This is due to 
the policy of taxing all goods landed at Entebbe on C E  basis, which renders products 
imported through Entebbe Auport far less competitive tbm those imported by road or by rail. 

The decline in inward capacity is, in due course, expected to have a negative effect on 
outward capacity. It was recommended that the URA review its poky of applying VAT 
to the full C&F valuee It was resolved that the Flower Association would raise this issue 
with Uganda Rwenue Authority, the Tax Policy Department and the Ministry of Finance. 

15) Questions were raised mnceming CAA freight licencing policy with respect to the 
Amsterdam route. The g r o q  was informed that CAA licensing policy is very liberal and in 
fact Alliance has &ready expressed interest in operating this route. CAA indicated that it is 
prepared to provide temporary approval to Alliance when they present their application, 
pending the finalization of government agreement. 

16) The group enquired as to the availability of land for private developers at the airport. CAA 
explained that land is to be made available and tenders will be advertised soon. CAA will 
provide design specifications for the shelters to be constmcted. 
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Section 1: Inttpiuction 

During the past three years. more than ten flower farms have been esabiished in Uganda. 
Currently. zpproximatrly 40 hecares are expected ro be under rose production for the 1996-97 
season, representing an FOB value of more than $7 million per year. Trade and technical opinion 
suggests that the lower production costs incurred in East Africa will lead to a transfer of 
production from Europe to East Africa over the next five years. Uganda, \\-ith ample water, 
constant temperatures and lo\\- cost labour is positioned to be a highly competitive rose producer. 
An expansion of the indusq- ro 200 hectares of roses may be justified. Such an expansion would 
have a significant impact on the Ugandan econom!-. diversification of expom. and the gmxvth 
of the private sector and the ap:cultural sector. 

Rapid expansion of the indusqv. if it is to occur, will be financed primarily bv private investors 
in conjuncrion with locallregional financial institutions (FIs). Active participation by FIs can 
only be achieved if the FIs hate confidence in the market potential and the competitiveness of 
Ugandan rose producers. A market study has been carried out by the .mC:IDEA Project to 
assess the market potential for increased production of roses in Uganda. This parallel study is 
needed to ascertain the actual production costs and performance of Ugandan rose producers and 
to compare these with similar information from other producer countries. This information is 
required in order to: (1) assess the long-term competitive position of Cgandan producers: (2) 
enable inxsstors, lenders, and advisers to make realistic appraisals of existing and potential 
projects; and (3) to attract more project sponsors and investors to the indusw. 

Data was collected from seven rose f m  during March-April1996. Owners and managers were 
extremely cooperative in providing historical information and opinions. However, with only two 
of the farms visited having completed a full year's production, the financial data should be 
regarded as the best available at present, rather than definitive figures. A follow-up analysis 
would be useful at the end of the 1996197 season when at least eight farms will have more than 
one complete year to report on. 
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Sect ioq :  Rose Growing Climatic Considerations 

2.1 The Climatic Requirement for Rose Growing 

2.1.1 Temperature 

Optiinum night temperature for most varieties is around 16-18°C and optiiilal day temperature-, 
of 21-28°C. Floiver quality can be affected if either nighr temperatures exceed 20°C or if :be 
difkrence between day and nighr temperature is small. Flower quality is reduced where ikc 
difference between day and nighr temperature is less than 15°C. Figure ! shows the effect on 
rose quality. 

In summary, as temperature increases: 

The number of flowers increases 

rn The length of the neck increases 

m Stem lengh shortens 

The number of pemls declines 

w Flower colour is less intense 

Bullheads and blind shoots decrease 

2.1.2 Humidity 

The optimum relative humidity for rose growing should not exceed 75 percent. However. m 
areas of h ~ g h  rainfall the relative humidity can be at or near to 100% for long periods. At high 
humidity a small fall in leaf t e m p t u r e  will result in condensation (de*) fbrming on the leavts 
and flowers. 

When leaves and flowers remain wet for several hours the risk of disease infection from Down? 
Mildew, Blackspot, and Botrytis can increase dramatically. 

Humidity can be conb-olled to some extent by greenhouse design and good ventilation, but at 
those times of the year when dew forms on the plants at night some rose growers (Zimbabwe awl 
Kenya) are heating the greenhouses to reduce the risks of mildew infection. 
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The Effect of Tem~enture  on Rose Oualitv Criteria i.Wor 1979) 

Relative 

2.2 The Ugandan Climate 

When meteorological data for Entebbe is compared with Tanzania (Mt .%usha), Zimbabns 
marare), Zambia (Lusaka), Ecuador (Quito) and various rose growing locaiions in Kenya, the 
differences are not dramatic. Maximum temperames for Entebbe do not appear to hz 
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dramatically different from Zimbabwe or Kenya. However. the difference betueen day and 
night temperatures in Uganda is smaller than in Kenya Zimbabwe or Tanzania. 

These higher remperatures combined with high humidity mean that growth of roses; and florver 
yields, are significantly faster in Uganda than in Kenya. In Kenya at 1,700 metres growers of 
long stemmed roses export around 15 flowers per month during the export season. At Entebbe 
20 flowers per month is possible. The disadvantage is that stem length and :lower size will be 
will be less than in Kenya. 

2.2.2 Humidity 

The most difficult aspect of the Ugandan climate is its high rainfall and high humidity. which 
is highly favourable for development of mildews and other fungal diseases. In the critical 
October to April export season Entebbe rainfall is more than 2% times th.e rainfall of Lake 
Naivasha and k u n d 3 5 %  higher than Tanzanian and other Kenyan rose gro>%ing areas. Harare 
is also some 20% drier than Entebbe. This high rainfall, of course, also represents a permanent - 
comparative advantage to Uganda in terms of ready availability of water for expansion. 

2.3 Effects of Climate on Marketing 

In conducting the parallel marketing study both negative and positive c o m e n t s  were offered 
by trade informants concerning the implicat~ons of the Ugaqdan climate. 

"Uganda bud sizes are a bit smaNerr! 

"Uganda qualify is slightly below Kenya". 

"First Redpaler colour and small buds" 

"Ugonda is hotter, wetter and faster'! 

"Don? grow bohytis and mildew susceptible varieties". 

" U g d  compared with Kenya, gives smaller heads and shorrer sterns bur 1 don 'I know 
i fhe  is a good or bad power". - 

"Uganda is not suitable for large flowered long stemmed varieties but there is a big 
marker for shorter stem lengths". 

It is clear from these comments, that to establish a good reputation in the market place. farm 
managers must keep a close check on disease problems, and concentrate on roses with shorter 
stems and small flowers. Although prices are lower for these types, yields and returns per square 
metre can be higher. Analysis of performance on the established Ugandan rose growers shows 
that high quality roses of this type can be produced profitably in Uganda. Indeed one of the 
leading producers is regularly obtaining comparable prices to Kenya. 
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Uganda rose growers can obtain the quziity and consistent! ro compete internr~tionally providing 
their production and marketing strategies talie account of tile following points: 

Varieties must be selected to suit Ugandan ciimatic conditions 

8 Uganda cannot compete with Highland Kenya for long stemmed roses 

rn Bud sizes will be smallrr in Uganda. 

8 Large flowered roses q. First Red can compete in the shorter stem lengths, ie. 
a\-erage 55-65 cm. 

Vew high yields can be obtained for Sweethearts such as Frisco and Intermediate 
Hybrid T varieties. 

8 Greenhouse design should minimise drips which favour botrytis 

m High levels of production and management expertise must be developed. 

rn High standards of post harvest handling mus be developed to ensure a consistent 
quality product. 

In summary, the climatic constraints mean that Uganda shfiuid develop and promote itself as a 
high quality, high volume supplier of d l  roses, for which it has a strong potential competitive 
advantage. 
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Section 3: Capital Costs 

In preparing estiniatw of capital costs, I z ~ d  purchase and clearance costs are excluded from the 
comparative data. This approach was ad~pted because sonie f ims had owned the land for many 
pears, others had significant land clearance and levelling costs. while others paid compensation 
ro squatters. Miscelheous costs including small tools are also excluded from L?e calculations. 

Table 1 shows a range in reported capita costs of $26.55 to S39.25 per square merre, depending 
on size of farm, ~ p e  of construction specification of equipment 

3.1 Greenhouses 

,411 the surveyed farms had wooden p n h o u s e s .  Althoug5 costs ranged from US$3/m2 to 
US$5/m2, standards of building were variable. The vent openings in some houses are narrow 
which when associated with a low height to the ridge will result in higher temperatures. 

There is scope to improve gutter design in some houses leaks are a problem, \\;hich contribute 
to an increased risk of botrytis. 

One farm not included in the study has metal greenhouses costing US$ I l/m2. Rain blowing in 
through the ventilators is a problem in these houses, but control of temperature a d  humidity is 
superior. 

Given high winds in some locations there may be a requirement to modify the design of new 
structures. In gene& whilst it is probably economically sound for the new entrant rose grower 
to contain costs by buildings in wood, in the longer term metai houses may offer the advantage 
of improved en.iiironrnentai control. Elsewhere in Africa there is a trend for the established and 
proven yowers to expand their crop area with metal greenhouses. 

A11 farms are using standard horticultural plastic sheets, of v~.ous specifications. sourced mainly 
from Kenya. 

3.2 Imgation and Pumps 

Individual costs ranged from US$1.5/m2 to US$2.72/& , reflecting in part rhe distance and 
height from the water source. Farms C and D had also made provision for expansion. 

Several farms commented that they had installed large generators which were extremely 
expensive to operate during periods of mains supply failures. With hindsight they would have 
either installed diesel pumps or a small generator solely for rhe pumphouse. 

3.3 Grading Hails and Buildings 

There was a wide range in building cosrs: farms A, B and D all had grading hzlls which could 
accommodate any fume expansion of the farms. Farms A (USS3.0/m2) and farm B (US$5.0/m3 
had buildings which were substantially over specified. Farm B had a low cost umbrella building. 
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Table 1: Ugandan Rose Farms' Capital Costs (US$lm2) 

Years A (5 ha) B (6 ha) C (2 ha) D (3 ha) E (5 ha) A3erape 

Greenhouses 10 4 24 4 00 ; 00 5 00 4 00 4.050 

Plastic 4 2.00 2.50 2.00 2 00 4.50 2.600 

Electr~cal Supply 10 0.60 1 00 1.175 1.833 1.16 1.427 

Generators 10 0.36 0.16- I4 0.50 0.24 14 

Sulphur Burners 10 0.75 0.52 0.225 0.52 0.50 0.503 

Grading Hall 20 3.00 I .25 1.80 5.00 3.66 2.942 

Staff Housmg 20 0.917 1.50 1 67 1 00 1.017 

Tractors 5 0 30 0 3;; 1.00 i .50 0 45 0.7 17 

Refrigerated Truck 5 hired 0 3;; 1.30 2.83 0.96 1:085 

Plant Supports 5 0.12 0.083 0.30 0.10 0.30 0.181 

Spraying 5 0.30 0.150 0.60 0 50 0.25 0320 
Equipment 

Rose Plants 5 12.00 12.00 12.00 12 00 12.00 12.000 

Cold Store 10 2.08 1.667 2.55 3.47 0.84 2.121 

Total Ca~ital Costs 27.68 26 55 30.675 39.25 33.15 31.463 

Total after planned 
expansion 

Annual 4.2 4.225 4.05813 4.75613 5.22 1 4.492 
Depreciation 

11 included in irrigation 
12 included in trading hall 
'3 based on C (4 ha) and D (5 ha) after planned expansion 
4 inciuded in electrical supply 

3.4 Cold Stores 

There were wide variations in reported unit cold store construction costs. depending on the size, 
source and type of refrigeration equipment. All seem to be hctioning satisfactody, although 
the farm using modified containers is operating close to maximum capacity. 
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F,um Cubic Capacic (metres) ~ b s ~ u b i c  Metre (US$) 

E two 10 ft refrigerated containers 

3.5 Tractors 

Farm tractor costs ranged from US$0.30/m2 to US$l.jO/m'. The number of tractors per farm 
ranged from one to three. Although 50-70 HP tractors are required for pre-planting cultivation, 
these large machines have little value on a rose farm. None of-the farms were using tractors to - 
transport flowers from the greenhouses to the grading hall, although distances travelled by hand 
trolleys was often several hmdred metres. One farm was using donkeys for flower collection. 

3.6 Trucks 

One farm had contained start-up costs by hiring refrigerated transport from a neighbour. All but 
one farm had purchased second hand units. Farm costs ranged from US$0.33/m2 to US$2.83/m2 
for a new truck. All farms had purchased second hand pick up trucks. These were used mainly 
by rhe farm managers. 

3.7 Agrochemical Spraying Equipment 

Several farms had centraised spraying systems. In these ?stems, agrochemicals are pumped 
from a central poinr to rhe individual greenhouses. The operator connects a spraying hose to 
take-off connections throughout the farm. These systems are mvariably more costly than a 
mobile sprayer and have a serious limitation in that they are often less effective in maintaining 
high pressure at points distant from the central pump house. 

All farms use sulphur burners, ranging in price &om US$0.225im to $0.521111. 

3.8 Rose Plants 

All farms had purchased rose plants from Kenya at US$2.00 per plant. One farm has established 
a joint venture enterprise to produce plants in Uganda. Since this is the biggest capital cost 
in\-olved in setting up a rose farm, there are potentially large benefits to he gained from any price 
reductions uhich can be achieved. 
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Section 1: Production Costs 

n i e  operarional producuon costs were esrabhshed following d~scussions w~th f m  owners and 
managers. Only two farms had data from October 1995 to March 1996, the other farms having 
not completed a full export season. For these farms annual costs have been estimated. Annual 
production costs for the sample f m s  are shown in Table 2 There was a wide range in 
production costs which mged from a 1ew of US$66,798/ha to J high of US$105.865/ha. 

Farm Manager costs showed a wide variation from a low of USS3,600iha to a high for a 2 ha 
fann of US$30,000. Several farms reprted under-performance of past management. A manager 
vith a proven track record of rose -growing can command a total salary and benefits package in 
excess of US$70,000-US$80,000 per year. which is a significant part of the total operating costs. 
CIearIy, if this cost is spread over a large farm the unitha costs a x  substantially reduced. 

4.2 Management Structure and Farm Labour 

Most farms have similar management structructtlres. The foliowing is typical of the larger farms: 

rn Production Manager (Exphiate - European1Kenl;an) 

8 Field Managerls 

8 Field Supervisors 1-Uha 

m Field Headman 1 -Uha 

= irrigation Supervisor 

Spraying Supervisor + Assistant 

m Grading Supervisor + Assistant 

m Drivers 

m Security Supervisor 

m 1 Labour Controller 

m Labourers 25-45 per hectare (depending on variegv) 

Accountancy support varies significantly from farm to farm ghsn that some farms are part of 
larger and multi-enterprise businesses. 
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Tab le  2: Uga&dan Rose Farms' Production Costs (USSlm') 

A ( 5  ha) B (6 ha) C (2 ha) D (3 ha) E (5 ha) Averase 

Md~ager 14.400 10,000 30,000 4,000 3.600 

Field Manager 3,000 2,400 2,500 

Adii~.n~strat~on Staff 1.680 2,300 1,000 2.000 19.200 

Consultants 6.0@0 

Bu~liting Repairs 2,000 2,000 1,200 8,000 4,400 

Machmery Repairs 4.050 2,000 2,600 ,2 /2 

Soil 4naIysis 200 165 500 666 240 

Total Pmduction Costs 77.530 66.798 94.900 105.865 77.440 84.507 

Depreciation /3 42,000 42,250 40,580 47,560 52.210 

Interest /l 19,900 19,150 20,961 23170 23,868 

Unir Costs US CentslStern 7.187 6.93 9.20 l i .5i  1 1.29 
Sold (based on reported 
riel&) 

/ I  included in supervi~ors 
/2 included in building -airs 
/3 Fmms C and D depreciation based on planned expamion to 4 ha and 5 ha respectirely 
/4 Norionai interest based on 60% of capital borrond at 12% 

I 4.3 Labour Costs 
t 

Supen-isors earn from USS750 to US$1000 per year. Labour costs including food range from 
USS1.20 to USS1.60 per day. Total direct labour costs. including management. clerical and 
consdtancy support ranged from US$35,280h to US$50,400iha on the smallest fm. 
All ol.mers and managers report additional indirect costs caused by problems in labour 
management, including: 

m high turnover of staff 
m inexperienced staff and shortage of trained supervisors 
m low productivity 

Economics of Uganda Rose Prcduction p. 10 



4.4 Fertilisers and Agrochemicals 

Fertiliser and agrochemical costs ranged fiom USSl1,OOO to US$4i.OOO per hectare. .\!I farms 
send soil samples to Holland for analysis. the cost of these services varied from USS200 ha to 
US$666/ha. 

1.5 Power Costs 

Electricity and fuel costs average US$7,787/ha, with a low of US$4,800iha and high of 
US$I3,333/ha. 

4.6 Building and Machnery Repairs 

Greenhouse repair costs at US$1,200 to USS2,000 per ha may be expected to increase as the 
greenhouses age. Several managers report wind damage to structures. 

Several farms reported the high costs of machinery spares, in particular for tractors and road 
vehicles, although this is not a significant amount relative to other costs. 
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Section 5: Rose Yields 

With so few farms having more than one seasons experience of individual varieties there are 
wide variations in yield estimates. The leading farms have e~t~lhlishcd that under Ugmdan 
conditions varieties have the following characteristics; 

s Attainment of Dutch annual y~elds in 8-9 months 
1 Higher yields rhan highland Kenya or Zimbabwe 
¤ Shorter stems =higher yields 
1 Maximisation of yield is linked to production and 

management skill 

The following table shows the range of yields reported by farms. For many of these varieties it 
is probable that higher yields are attainable. 

Table 3: Ugandan Rose Variety Yields 

Variety Area (ha) Stems/m2 

Sasha 1 .O 300-320 

Konfetti 

Nicoie 

Jaguar 

Gabriella 

Frisco 

First Red 

Cream Prophyta 

Rumba 

Vanilla 

Golden Times 

Souvenir 

Saphir 

Versiiia 

Ambiance 

Nonnal Prophyta 

Rodeo 
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With most farms having both large flowred HT's and Sweethearts. average marketable per 
hectare yieids afe not comparable. A further factor is that some varieties. for example Ambiance 
have failed to perform under Vgandan conditions. 

The faiIwe of some varieties in Uganda in terns of yield, disease susceptibiiit!- ander low 
market prices provides further emphasis on the crucial importance of Ugandan rose trial$. (See 
also the parallel marketing study). 

Estimated marketable rose yieids for the five sample f m s  ranged from 1.36 million :a i.94 
million stems per hectare. 
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Section 6:  Marketing Costs 

6.1 Packaging 

Pill farms are importing cardboard cartons from Ken\-a. The landed Entebbe prices for cartons 
are reported .?s follows: 

Standard 11-14 kg 1.80 

Standard 12- 14 kg 1.60 

Standard 12-14 kg 2.00 

Standard 12-14 kg 2.40 

Standard 12-14 kg 2.80 

One farm is using the larger 17-kg carton at a landed Entebbe cost s f  US$3.20. Kraft bunch 
=.rapping paper costs around USS1.601kg, equivalent to US$O 04 per bunch. 

Aauauacks. Two farms are marketing through tie Netherlands Teleflowsr auction using 
aquapacks on a trial basis. These have a rental and additional freight cost of around 3 Dfl 
cents/stem. Reported premiums for aquapacks range from nil to 8 Dfl cents per stem. Since 
aquapacks etiminate the need for retrimmiig of stems in Europe (n3rmally 3cms of stem are 
removed) there is a weight advantage from aquapacks, offset by added water and a theoretical 
saving in auction preparation costs of Df12.4 cents for Sweethearts =d Df12.6 cents for HTs. 
Although the optimum technolo,ay still needs to be developed. this rs clearl) the way to go if 
prices for East African roses are to be increased relative to Dutch roses. 

6.2 Freight 

Air freight costs for flow-ers to the major European markets ( A ~ s t e r ~ ,  Brussels, Frankfurt and 
Paris) are US$1.70/kg to US$l.SOkg plus US$0.07 for handling ai Entebk. Other airport 
charges are US$15.00 Bond Fee and US$15.00 for the Airways bill. Tne British Airways freight 
rate to London for flow-ers is USS2.20ikg. Given a wide variation in flower weights per kg the 
following a\-xage countlweight ratios have been used in calculations. 

Pack Weight (kg! Pack Count (srems) Stem Le~g th  (ems) 

Economics oi Uganda Rose Production p. 14 



6.3 Marketing Costs 

Auction charges cover airport clearance, transpor&, preparation, bucket hire, tio11ey hire, 
commissron rtnd other charges. The total of these charges will of m e  depend on the safe price. 
Individual farm estimates of these costs are as follows: 

- - -- 

Farm Charges as % of sale price 

A 17-t 

B 15 

C 17 

D 16-17 

E 20-21 
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Section 7: Unit Costs Der Stem 

Analysis of individual farm unit stem costs is complicated by the differing proportions of 
Sweetkarts, Hybrid Ts and intermediate varieties. In terms of production costs per hectare, the 
Sweetkart varieties have a higher labour input but a much lower unit fieight cost component. 

Giventhat several farm have not completed a full export season, and for those estabbhed farms 
actual costs of short stemmed and long stemmed roses are not recorded separately, unit costs per 
stem, by varietal type have been estimated. The two farms selected for this detailed analysis 
grow both small and large flowered varieties. Labour costs for small and large varieties will 
differ, ie. the large flowered labour component will be around 2530% lower than for short 
stemmed varieties. However in the following examples the total farm labour costs (ie. all varietal 
types) has been used as the basis of the calculations. 

The costings include depreciation and an assumed interest component based on 60% of the 
investment borrowed at an interest rate of 12%. It should be noted that these corns exclude 
land pnrchase and land clearance costs. 

Table 4: Farm A Comparative Breakeven Unit Costs (large/medinnv'small flowered varietal 
tgpes, USSlhectare) 

L a w  Medium Small 

Stems Yield/mz 140 200 300 

Awage stem size ( m s )  55 50 40 

u s  % US% Ye us$ % 

Management & Labour 35,280 12.5 35,280 12.3 35,280 12.2 

Repairs Building and Machinery 6,050 2.2 6,050 2.1 6,050 2.1 

Communications 1,200 0.4 1,200 0.4 1,200 0.4 

Depreciation I1 42,000 14.9 42,000 14.6 42,000 14.5 

Packaging 13 8,540 3.0 10,400 3.6 10,200 3.5 

Marketing 17% 15 47,809 17.0 48,815 17.0 49,081 17.0 

Total Cost 16 281,229 100.0 287,145 100.0 288,71 1 100.0 

Break even auction price (US E) 20.09 14.36 9.62 

NL Guilder Cents 17 33.14 23.69 15.88 
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TtbteS: Farm B Comparative Breakeven Unit Costs (large/medium/small flowered varietal 
US%mectare) 

Stems Yield/m2 

Large Medium Small 

140 200 300 

Ave-e stem size (ems) 55 50 40 

US$ Yo US$ % US$ Yo 

Management & Labour 41,200 15.4 41,200 15.1 41,200 15.0 

Repairs Building and Machinery 4,000 1.5 4,000 1.5 4,000 1.5 

C-ications 

Depreciation /I 

Inrerest n 
Packaging 13 

Freig& 14 

Marketing 17% 15 

Total Cost 16 266,769 100.0 272,828 100.0 274,202 100.0 

Break even auction price (US $) 19.05 13.64 9.14 

X'L Guilder Cents Z 31.44 22.5 1 15.08 

.il See Table 1 for depreciation rates 
:2 Assumed 60% loan on capital at 12% 
/3 &&on cost USS1.80 fmm A and USS2.00 farm B. Krqf! paper US$1.60/kg8 4 centdbwtch 
14 Frpzht US$]. 7T,%g farm A and LSS1.85/kg farm B (Average 55cm = 29/kg, 50cm = 4O/Rg, 
40wn = 59/kg) 
;'5 Marketing costs including clearance andalt auction chargm 
i6 Breok men tot& clock auction so la  value 
17 U S I . 0 0  = NL Guilders 1.65 
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Section 8: Comparative Advantage 

Comparative advantage depends upon sevemt key factors which affect f a m  profitability. The 
most kporta~& of these is the calibre of management. High yielding, high quality rose 
producers seldom fail and these producers rarely have serious marketing problems. 

The exception to this rule is where the capital investment has been too high and the business is 
unable to senice its debt. Farm failures arise primarily as a consequence of production 
constraints, linked to poor management, but which are fiequentfy blamed on low market prices 
and maxketing constraints. 

In Africa rose projects linked to an established farming company producing coffee, tobacco, 
cereals, etc (such as those found in Zimbabwe) invariably have a major advantage in that they 
have s&stanWy lower i n k s t m c r e  and start- up wsts. The raew and independent rose project 
wili nonnally have much higher costs of building staffhousing. mads, oBce blocks and security 
fmeingand in instailing electricity and water supplies. Many of the early rose h s  in Kenya 
and in Central America had the further advantage of utilising Iow cost on farm timber for 
greedmuse construction. 

An additional common weakness of many new developing wm&y rose projects is that investors 
are advised to spend on the latest high cost technologies fTom the Netherlands or Israel, thereby 
sub-ally k m s h g  their capital costs. This can be a problem with some 'hunkey" projects. 

8.1 Capitsd and Annual Operating Costs 

The fogowing capital costs for Kenya, Zambia and Zimbabwe are based on individual country 
data and severat recent reports made available by the ;?DC, as well as personal observations. 

8.1.1 Kenya 

Capital Costs. The following costs are based on 3-hectare wooden structure with infmtmcture 
capacity to expand to 6 hectares. The project has capital costs of US$l,I37,750. (US$ 
37.925fm2 of greenhouse area). Office set up costs are excluded. 

Table 6: Kenyan 3 ha rose farm - capital costs 

Wrire Off Cost Annual DFL 
Period (US$) WriteOff 
(Years) fuss) 

Land - 125,000 - 
Greenhouses 10 105,000 10.500 17,850 
Inigation & Pumps 10 76,150 7,650 12,946 
Buildinss 20 1 19.000 5,950 10,115 

r ~ n l s  5 77 8CK) 4 560 7 757 
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Table 6: Kenyan 3 ha rose farm - capital costs 
- - - - -- - 

Write Off Cost Annual DFL 
Period (US$) Write Off 
(Years) (US%)  

Tools, Office Equip. 
Plastic 
Generator 
Communication Equip. 
Plant Materials 
Cool Area 
2nd Hand Vehicles 
Land Preparation 

- - - - 

Source: ABNAMRO BAXK, Netherlands 

Ann& Operatin? Costs. Anntaal production costs for the above Kenyan project are 
US$ 1,134,000 (US$37.8/m ) in year 1 inclusive of air .freight costs and US$1,198,000 in year , - 
2 (US$39.93/m ) iaclusive of air fieight casts. The annual costs take account of 2 diiectors and 
travelling expenses for the management to Europe. Analysis of annual wsts are as follows:- 

Table 7: Kenyan 3 ha rose farm - annual costs (%) 

% 

Air freight and markebg SO. 1 (air freight US1.7Skg) 

Labour costs inclusive of maoagement costs 14.0 

Depreciation (based on 3 year capital repayment grace period) 

Bank Interest @ 10% 

Production inputs 5.2 

Energylfuel 1.4 

Ottten 10.7 

Total ( Y r  2 US$1,198,000) 100.0 

8.1.2 Zambia and Zimbabwe 

Capital Costs. Costings are based on 3-hecrate metal framed greenhouses with inhstmcture for 
a 6-hectare project. The project has a capital costs of US$941,700 (US$3 1.39/square metrej. 
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Table 8: Zambiiimbabwe 3 ha rose farm - capital costs 

Write Off Cost Annual DFL 
Period @Jw Write Off 
0'-) WS$) 

Land 10,000 - - 
Greenhomes 10 180,000 12,000 20,400 

Irrigation & Pumps 10 52,000 5,230 8,891 

Buildings 20 106,000 5,300 9,010 

Other Tech. Materials 5 14,800 2,960 5,032 

Tools, Office Equip. 3 6,200 2,067 3,513 

Plastic 4 

Generator 10 

Communication Equip. 5 

Plant Marerials 5 

Coot Area 10 

2nd Hand Vehicles 3 

Land Fkparation 6 42,500 7,083 12.042 

Total 941,700 143,693 244,279 

Sowce: ABNAMRO BANK. Netherlrmds 

Annual Operatine Costs. Annual operating wsts in US$748,000 in year 1 (US%24.93/mp 
inclusive of air freight wsts and US%915,000 (US$30.5fm~ in 111 production and inc1usive of 
air freight costs. 

The project costings include a small senior mianagement expense but exclude any travel costs to 
Europe. Analysis of m u a l  operating costs are shown below: 

Table 9: ZsmbiaKimbabwe 3 ha rose fano -annual ntsts (%) 

% 

Air hi@ and marketing 6 l .O (air freight US2.3Skg) 

Labur costs inclusive of management costs 7 6 

Depreciation* 16.1 

Bank Interest 2.6 

Production inpun 5.2 

E n e r ~  fuel 0 9 

Others 6 6 

Total (Yr I US59 15,000) 100.0 
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8.13 Netherlands 

Capital Cost& In any comparative analysis of &can and Netherlands capital costs it is 
important to appreciate that the majority of Netherlands rose growers are family businesses 
which kave been established often for many years. Therefore comparatively few companies 
operate from a new holding. The following are the estimated minimum capital costs of building 
a modern rose farm in the Netherlands (excluding packhouses and inhstmcture). 

Table 10: Netherlands Capital Costs 1 hectare 

Glasshouse (basic structure) V d o  design 

Boiler heating and pipework 

Computer control/thennal saeens 

Hydroponics/substrate equipmeor 

Lighting 

Rose Plants 

Total 1.085,OOO 

Annual Operatin? Costs. Using Netherlands standard production costs prepared by the 
Netherlands Minim of Agiicula, the average producer has annual operating costs excluding 
greenhouse depreciation of US$38.751mz and depreciation and i n t d  costs of US$12.0/m2 
Giving a total annual cost of US%50.75/m2. At these costs the producer will be losing money 
unless he is achieving high yields of high quality. 

Table 11: Netherlands Rme Production Annual Costs (US$/ha) 

Output 560,000 56.0 

Labour Costs 

Plant Depreciation over 5 years 

Heating and Lighting 

Chemicals/fertiIizers 

Repairs maintenance 

Marketing Costs 

Total Costs 507,500 50 7 

This data pro~ides support to a uideIy held view in the Netherlands that approximately one third 
of rose growers are achieving reasonable profits, one third are breaking even and one third are 
in serious financial difficulw. 
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8.2 Uganda's Comparative Advantage 

8.2.1 Capita1 Costs 

If land and land clearance costs are excluded the wsts of establishing a rose farm in East .4f?ica 
appear broadly similar. A Netherlands rose nursery costs more than 3 times an East -can 
farm. 

Table 12: Rose Farm Capital Costs (US%lm3 

US$/m2 

Kenya 29.56 

Zambian and Zimbabwe costs are based on metal greenhouses and recent quotations suggest that 
current (1996) costs in Zimbabwe for metal would add a further US% 6.0 to USs8.0 per square 
metre to the costs shown above. 

8.2.2 Operating Costs 

With fieight costs influenced by stem length, marketing costs related to the sales price, any yie@ 
comparisons between countries are not straight forward. 

i 

Table 13 shows comparative operating costs for East A6ica and the Netherlands based on a yield 
of 140 stedsquare metre. 

Table 13: Rose Farms Annual Operating 
Costs (including freight, US%/m3 

Kenya 

ZambiaIZimbabwe 

Uganda A /I 

Cganda B /2 

Netherlands 
- - 

/i Based on achievement of average Ugandan I'BA prices 
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On the assumption that yields and quality are comparable in Kenya, Zambia, Zimbabwe and 
Uganda then the comparative operating costs per stem would be as shown in Table 14. The cost 
calculations have been based on yields of 300 stems/& of small flowered and 140 stems/m2 for 
large flowered varieties, using a combination of data from this report and AMRO Bank data. 
Netherlands costs are based on the average of 109 farms. Freight costs are based on Kenya 
US$I.7O/kg. Zambia and Zimbabwe US$2.35ikg and Uganda US$1.77/kg. 

Table 14: Comparative Unit Costs of Production (including air freight charges - 
large and small flowered varieties (US centslstem) 

Small f l o w e d  Large flowered 
3ao/m2 140/m2 

Kenya 

Zimbabwe 

U,wda A N  

Uganda B / I  

Netherlands 

/ I  Based on achieving average VBA &ton importprices 

Given the potential in Uganda to achieve higher yields than Kenya and Zimbabwe comparative 
unit cost advantage lies with Uganda. 

8.2.3 Margins 

Flou.er farm profitability is closely linked to yield and above all quality. Table 15 shows the 
1995 VBA average price @S Cents) per stem by country of origin for the varieties First Red and 
Frisco. 

At 1995 average VBA import auction prices of 16.4 US cents per stem for FRISCO the Ugandan 
prodiicer is EgHy competitive. However, in 1995, FRISCO wmigcments from Ugzcda 
averaged only 15 US cents, even at this value the Ugandan producer remains profitable with a 
theoretical margin per square metre of US$7.14 to US$9.48. 

If however the Ugandan producer had been achieving Kenyan prices then the profit margin per 
square metre would have been around US$16.00. Whereas the Kenyan producer would achieve 
a margin of US$I2.9 given his higher costs. 

In 1995 the average VB.4 import price for First Red was US 45.45 cents but the Ugandan 
average price was only US 32.1 cents, at t h ~ s  price the Ugandan producer would in theory make 
a margin of iJS9.74 per square meee. If Kenyan prices could have been achieved then the 
margin increases to US$lS.35. 

With shorter stem lengths for Ugandan First Red than Kenyan First Red, Uganda would have 
been unlikely to achieve a comparable margin to Kenya, this example does demonstrate the 
critical importance of achieving high and consistent quality. 
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Thus the full benefits of Uganda's low unit costs can only be realised if quality standards are 
high. 

Table 15: Comparative Rose prices by Source 
(1 995, US$/Stern) 

First Red Frisco 

Netherlands 

Kenya 

Zimbabwe 

Tanzania 

Zambia 

Malawi 

Uganda 

Israel 

India 

USA 

Average 45.5 16.4 

Source: VBA Nerklands 
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Section 9: TeehnicaI and Quality Issues 

9.1 Stem Length and Bud Size 

Under coditions of high temperature the number of stems will increase, but the 1- of 
indivkkd stems will be shorter and bud size reduced. Every effort must therefore be made to 
reduce greenhouse temperature. In this context greenhouse design is extremely importaut. 
Expehenml evidence in the tropics indicates tkd no plant should be more than 20 me* from 
a side or end ventilation opening to ensure maximum cooling, even in tall houses with 
continnous roof ventilation Some of the existing rose greenhouses are of dubious design which 
contributes to the problem of small bud size. 

9.2 Humidity and Disease Control 

High W t y  assists plant establishment and cooling during the summer. Many farms have 
therefore imtalled overhead sprinkler systems in addition to drip irrigation systems. The use of 
overhead misting will also discourage powdery mildew as well as stimulate crop growth. 
Powdery &dew is unlikely to be a problem if the relative humidity in the greenhouse is above 
75% dming the day. Providing the crop dries out bv late &moon other fungal diseases (downy 
mildew andl botrvtis) should not be a problem. 

9.3 P m i n g  and Bending \ 

Folloujing &e trend in Holland many growers are adopting the %edkg" technique. Whilst this 
systemhas benefits under the poor light conditiom of Northern Europe there are doubts as ro its 
validity in the tropics. 

In Holland &th experienced growers the system works, but in the tropics Red Spider Mite can 
become a very serious urub1em. Low level b e n k  arovides the ideal conditions for the oest and - a 

the dense canopy created by bending makes effective spraying impossible. RSM once 
established is both difficult to control and reduces yield. The pest can be effectively controlled 
environmmtally by creating a humid atmosphere, and keeping the foliage away from the soil. 
Dowry MiMew can also be extremely difficult to control where bending is practised. There is 
therefore jm urgent need to fully evaluate the advantages of standard y m i n g  practices as -nst 
the bending techniaue. 

9.4 FIssver Quality and Vase Life 

All the flower farm managements recognised the importance of high quality, and good post 
harvest handling. Although all farms claim to practice optimum post harvest handling s? stems 
there was evidence of some inappropriate practices on &I farms visited. Examples of problems 
observed were: 

m Access to houses and within houses is badly planned with long, narrow roadx~ays. 
This can result in damage during handling of blooms due to tired workers and an 

. increased infernal from harvest to srrival at the packhouse. 

\ 
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m With only hand carts and long distances to the packhouse the interval between 
harvest and arrival at the packhouse is too long. 

Aluminium sdphate is widely used as a post harvest bactericide but trials are 
required to establish if vase life could be extended by adoption of other post 
harvest chemicals. 

Rough handling of flowers in the packhouse leading to increased mechanical 
damage. 

Product f low through most packhouses were slow with considerable scope to 
reduce handling and thereby limit mechanical damage. 

An inmovement in wst harvest handline of flowers is essential if the overall qualitv and image 
of Ugandan roses is to be imuroved Some quality problems can also be attributed to the 
inadeqoacies of airport handling and cold storage facilities. Unless a complete cold chain can 
be mxiaained &om farm to market there is no prospect of Uganda achieving its full potential for 
rose growing. 

9.5 Variefal Selection 

Given the characteristics of the Ugandan climate the risks of failure with new varieties is higher 
than inmost other East AEcm countries. It is therefore essential that a continuous programme 
of commexcial trials is instigated with a wide range of new varieties. It is suggested that at least 
250 p h t s  of each new variety should be planted to ensure sufficient flowers are available for 
market scale trials. It is further recommended that trials should be concentrated on the best farms 
where management standards are high. 

In common with other new industries in other parts of the world there is an acute shortage of 
&inedand skilled rose managers and supervisors in Uganda. Although Uganda is fortunate to 
have several high calibre expatriate managers from the Netherlands. Israel and Kenya there have - - - 
been pzoblems on some farms where expatriate managers have lacked the necessary essential 
,I practical horticdtural skills". 

It was observed on several farms that there is an overdue emphasis on high technology. Most 
farms for example regularly send soil samples to the Netherlands and rely &@& on these 
recommendations. Soil analwis is an aid to crop management it can never be a substitute for the - 

basic horticultural production skills of reading the plant. Roses cannot be grown by the hook. 
there on be no substitute on a farm for the 'grower'. If Ugandan industq is to achieve irs full - - 

potential all farms have to develop these vew basic horticultural skills. 
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r Section 10: Training Needs 
i 

There is a requirement to establish a training laogramme for potential managers and supervisors. 
The programme should include the following components: 

a Basic physiology of the rose piant 

Rose propagation 

a Nutrition 

PNning 

Post harvest handling 

Farm planning and greenhouse design 

Principles of efficient labour arganisation and work shldy 

Labour m e m e n t  and motivation 

Identification of pests and diseases 

Establishing and monitoring pest and disease control systems 

Pesticide application technology and practice 
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Section 11: Conclusions 

1. The Ugandan climate offers the potential for higher yields than in neighbouring 
'Highland' regions of East &ca The Ugandan climate does however impose some 
climatic constraints, which unless countered by high calibre management can result in 
inconsistent quality standards. 

2. Low Ugandan unit production costs linked to a very competitive freight rate offer the 
potential for a 12 month export season. This potential can only be realised if consistent 
quality is achieved. In this context post harvest technologies have to guarantee an 
extended vase life of 8 to 10 days following harvest. 

3. It will be necesary to improve cold storage facilities and handliig of roses at the Entebbe 
airport before any signiticant expansion of the industry can be achieved.. 

4. There is a requirement for new rose farms to be better planned to offset climatic 
constraints. However, farm profitability will remain dependent on management skills. 
In this context experienced and practical horticultudists are essential within all 
management teams. 
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Introduction: 

In this discussion, I will focus on the overall experiences of the Ugandan co'krcial  rose 
grower, because we have all shared similar experiences in setting up and running our projects. 

Commercial growing of roses in Uganda is a very recent phenomenon, dating back only three 
years. Idthis short spell of time, we have seen a very rapid development of this industry from 
one project in 1993 to 12 pmjectsto date. There is positive indication that we could easily 
have 200 hectares of rose production in Uganda by the turn of &e century. 

t 

Rationale for investing in Rose Production in Uganda 
i 
r The basic motivating Eator for our investment in rose production, as it is with at? business, is 

to make a profit and impmw our well-being. Though we haw started later than some of our 

I neighbors and other camtries around the world, there has been a dramatic leap in investment 
in this industry in Uganda Some of the attributable factors for this are outlined bekrw: 

I 1. Peace and Political Stability 

This has been the paramount reason for us to even start think& about investment in Uganda. 
The ~ e a c e  ushered in bv the NRM in 1986 has restored our confidence, and that of financing - 

institutions, to invest and lend money for projects in this c o q .  

i 
j 2. The Good Climate 

I Uganda is natudly endowed with a climate suitable for y e a r d  production ofexcellent 
1 quality roses. This oSrs us a comparative cost advantage over other competing cowtries, 

many of which are compelled to ise machhzy to heat or coot the'i greenhouses in order to 
I simulate an ideal climatic condition. 

3. Land 

Suitable land for development in Uganda is readily available and is still reasonably priced 
compared with any other competing co- in the world. 

4. Labour 

There is abundant labour available at reasonable rates. Though Uganda still lacks indigenous 
skills in rose husbandry and has to employ expensive technical personnel from abroad, the 
major bulk of work is done by unskilled and semi-skilled workers. This offers an advantage 
over some competing countries which have to use expensive canputers and robots in their 
rose production, and also have very high labour rates 



5. Government Policy 

Since t 986, we have seen improvement in government qconomic policies which haw 
amacted investments to Uganda These include: 

The government foreign exchange liberalisation policy snd 100 percent fox&gn 
exchange retention policy. 

o The advent of the investment code and the Uganda Invessent Authority, w1.,i& has 
helped us greatly. 

The government tax policies that are wnducive for establishment of inv-ts in 
Uganda 

6. tnternational Support 

A s  an ACP country, Uganda benefits significantly &om lower tariff barriers than m y  of its 
competitors. 

International institutions such as USAID and FMO, etc, have also contributed greatly by 
providing grants for management, technical assistance and other support in estabEsbg and 
promoting non-traditional exports (ME'S) h m  Uganda. 

7. Establishment Costs 

The total establishment costs for rose projects in Uganda are vmxh lower than for many of 
our comgetitors For example, the cost to set up a one hectare greenhouse structrne in 
Holfand is about US$400,000, compared to h u t  US$75,000 kt Uganda. Even we 
must bear the added cost of aid&& it has been established k t  other cost factors w e i g h  
the *eight disadvantage. 

Rose Projects - Financing 

AH rose projects in Uganda have mainly been h d e d  in the folbwing ways: 

o Medium-term loans with interest, ranging between 12%14%. The major lenders in 
this sector have been DFCU, EABD, IFC, FMO, UDB, and PTA Bank. 

Owners' equity contributions 

0 Grants from agencies such as USAID and FMO for management and technical 
assistance. 
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Production Operations 

Area. The total area devoted to rose production in Uganda today is approximately40 
hectares. Roses are maidy grown in wooden greenhouses made out of Eucalyptus poles and 
timber. Only one projed is currently using steel structures. Roofing is by specialUV1- 
treated PVWolytherene sheetings, which are imported. There is some outdoor prcsduction a s  
well. 

Seasonality. P m d u d h  of roses in Uganda is geared to supply the European d e t s  
during the nine months between September and early June, when the European pduction is 
at  its minimum. 

Employment. ihe rose industry in Uganda directly employs over 3,000 p p 1 e  

Management. Produdon operations are usually handled by expatriate managas, who are 
respo~~~ib le  for overall crop management to ensure production of quality roses. ?BPy are 
assisted by l d  staff and periodical visiting consultants 

Transportation to the Market. Flowers are harvested daily a ~ d  kept in coklrooms at 
tbe farm before being dispatched in resgerated trucks for export by air through Entebbe 
Airpart. At the airport, Uganda Airlines/Enbas handles the product and is responsible for 
pallefising and loading onto the aircraft. The majority of farmers export 3-4 timesgm week 
aboard Sabena, GuffAir, Triangle Airlines, Das Air Cargo and lately, Air France sxl 
Alliance Aisfines. 

Pawrwork. At the airport. h4 in i ao f  Agriculture Plant Profeetion Departma issues 
ph$osanitary cer&ates~or every sh ipmei  Uganda Customs is responsible for processing 
all the necessary Customs export entries. Among the forms accompanying the shipment are 
the BOU, C D ~ ;  and U E P ~  E h 0 1  Certificate of origin. 

. 

Marketing. Marketing is mainly done k u g h  agents on a commission basis. ZFKse 
agents am responsible fog preparing and selling the product rh&y or through the Auction 
system in Holland. Some farmers export b t l y  to impoxters in Sweden, Holkd, the UK, 
France, etc. Reports are sent fiom the market by fix to every h e r  on a daity bask, giving 
the prices achieved and any quality comments on the particular shipment 

At a glance, the whole process seems to be ve~y  s m o d  and easy. However. I w d d  like 
now to share some of ttre experiences, diculties and obsem~tions gained fiom opeiating in 
the Ugandan rose industry. It is hoped thar sharing these e x p e r i m  will give riscto 
discussions and solutiors to some of the obstacles which stin stand in the way of gmwth. 
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Observations and Suggestions \ 
\ 

1. Financial Institutions Must be Educated About the Industry 

The lending institutions have to learn more about this new industry in order to mdemd it 
fully. They need to understmd that this industry is controlled by market forces in Europe 
nhich the Ugandan grower can hardly influence. Flowers are sold mainly (safefy) at 
Auctions which belong to co-operative societies which have to protect their o m  interrs~ 
first. The commissions and other charges levied by the Auctions are determined without 
consulting the exporter. 

Another major factor affecting the industry is the European weather. If cold weather 9s late 
coming to Europe, then prices for imported roses will remain low until the winter makes it 
difficult and expensive for the European grower to continue producing flowers. If the 
European winter is too cold, this can also reduce prices for imported roses b e a ~ l s e  thvl retail 
outlets' sales will be limited. It is only when the winter temperatures average f C to fjC that 
imported flowers, in general, fetch reasonably good prices. 

For example, in the iust-concluded season, the weather has behaved very unusually aad - 
caused very poor prices throughout the season. At the begining of the season in September, 
we saw a continued warm climate in Europe which meant continued supply of ffowers to the 
market by European growers. This increased supply obviously depressed prices, esprially 
for imported roses. Also, during our peak time of December to March, the winter was so 
severe (-OC) that demand for flowers in general was below usual levels, and p r i m  sutfered 
again. 

For these reasons, t@e lending institutions are requested to re-examine their current l d n g  
policies and consider the following: 

Be flexible to borrowers in hard times, especially as a result of bad marketing seasons. 

mowing a longer period of grace before commencement of loan repayments [for 
example three years) to enable projects to mature and reach optimum levels od 
production/size. 

* Reducing interest rates to the range of 8-10 percent in conformity with the 
international lendinglinterest rates. 

Carefully schedule loan interest and principal repayments to coincide with ?he 
projects' healthy cash flow period, ie. during the export season. 

2. Market Behavior is Difficult to Predict 

When we are making feasibility studies, many assumptions are made, but it is difficnh to 
cater for a11 circumstances and eventualities which may af f i t  the prices of the product. 
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The biggest costs for the Ugandan producer are still marketing c o b  {ranging from 17-21% of 
gross sales) and airfreight (US61.95kg). These rates are exorbitantlyhigh and accomt for 
aimost 40% of gross sales. 

3. Farms Must Operate at Optimum Levels 

Getting to optimum levels of operation as quickJy as possible minimizes a farm's cod of 
production because it leads to efficient use of personnel and infrastructure. Ex~eriencr in 
Uganda suggests that the optimum project size fdr a loan-funded project would not beless 
than 4 hectares. 

4. UEB Power Supply is Unsatisfactory 

The process of applying for and getting a power supply is long and cumbersome and &e cost 
is exorbitant. At times, investors have had to import their own transformers from abroad. 

After the power is installed, the main problems begin. 

0 Power is unstable, at times blowing up our machines without any fall-back position to 
WEB. 

0 Power supply is very intermittent and unreliable, with vexy frequent intempti- 

The UEB power tariff is very high because presumably the few people which E B  
can land on are paying for power consumed by people who are not billed or wka have 
illegal connections. By doing this, UEB is hurting its good customers. 

5. There is a Lack of Locally Available Skilled Manpower 

The floriculture industry is one of the few sectors in Uganda which lacks qualified, skiBed, 
and experienced local personnel. As a result, large sums of money are spent on expa* 
expertise who are, at times, unwilling to import knowledge to local staff. 

However, many projects have recruited local personnel to understudy the expatriak m e r s  
and some projects are now undertaking training progammes for their workers with the 
assistance of the USAID IDEA project. 

6. The Availability of Inputs 

In the beginning, growers had to import the whole bulk of required inputs from ahoad, such 
as fertilizers, chemicals, packaging materials, etc. This was time consuming and mstly and 
caused serious cash flow constraints to the projests, because the time it took to order a d  
receive goods required the grower to stock materials for at feast six months. 

This situation has now improved. Many foreign companies have now set up in Ugandaand 
are trying to cope with the importation of stocks generally required by the farmers 
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7. importation Procedures \ 

All the goods subjected to S.G.S. inspection are delayed. lhjs area should be opened up 
since there are other recognised inspection bodies which are more efficient. 

Initially. goods were often delayed at Nakawa Customs due to the long and laboriouspmcess 
of clearing. This has now been eased and the attitude of the customs officers has greatly 
improt ed this year. 

8. Airfreight Space 

Last year there was fierce competition between exporters for aimeight space due to very few 
airlines flying direct to Europe from Entebbe. This situation has improved with Sabena 
introducing more flights and new airlines coming in However, we are now being informed 
that some airlines are going to cut down on their flight fkquency from EBB. 

9. Cold Storage and Proper Handling Facilities 

There is  a lack of cold storage facilities at the airport, which is unfortunate since maisbin& 
a cold chain is essential to maintaining good quality\roses. As a result. goods are left in the 
open while customs export documentation is being processed. This greatly compromises the 
quality of our product. 

Recently, USAID approved funding for the construction of a cold storage facility at the 
airport, and we hope this will solve the problems of exporters of perishables. 

The handling of roses at Entebbe Airport teaves a lot to be desired. There is neither k 
necessary equipment, nor the trained personnel required to pmperly handle perishables. In 
addition, there is no shaded holding bay to keep the palIets before loading onto the aircraft. 
As a result, boxes are left open to sunshine and rain, which obviously has an adversedect on 
quality and, therefore, on the price of the product 

Investment shouid be made in improving these &ciIities at the airport as a matter of urgency. 

10. The Issuance of Phytosanitary Certificates 

All agricultural exports must be accompanied by a phytosanitary certificate in order fm the 
goods to be allowed into the importing country- In Uganda, these ~ r t ~ c a t e s  are issued by 
the Ministry of Agriculture. However, since the major bulk of exports are sent during the 
night, on many occasions there are no officials form the Ministry to issue the required 
permits. We have raised this matter with the Ministry and the situation has now impm5-ed. 

1 The Uganda Investment Authority Has Been a Great Help 

The UU has tirelessly facilitated our i n d m  in the following ways: 
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By issuing of inkeestntent licences and certificate of incentit=, whereby ail project 
capital inputs are *of taxes and duties. 

By granting concessiond tax holidays during the investment period. 

By processing work p'ennits for our expatriate st&. 

o By liaising with government bodies when w .  encounter problems. 

Without these facilities, these mse projects would be more of a myth than reality. We would 
like to commend the entire &of UIA for their transparency and objectivity when handling 
our issues. 

Contributions of the Ugandan Rose Industry 

I would iike to point out some of the significant contributions of the rose industry and its 
impact on the economy so far. In only three year, the rose indusfry has accomplished the 
following: 

Created over 3,000 n;?qr jobs in rural areas. 

Generated gross foreign exchange earnings of over U S 1 0  million dmSng 1996 into 
the economy. 

Developed I o d  expertise tfaough on-the-job training of local personnel in the 
spedalised skilfs of rose production and management 

Developed aidkight capacity dedicated to the tmpxtabn of horticultural products, 
which was initially lacking. 

Immved the Eves of rural women. Almost 85 wrcent of aH farm workers in the rose 
r 

industry are women. As a result of their employmenf income levels in villages 
adjacent to rose fams have increased, standards of living have Improved and we are 
also seeing more stabk homes. 

o Conhibuted to the development and widening of the government tax base by 
introducing a new cmp over the traditional export crops. 

* To a commendable extent, bas stopped d - t o - u r b a n  mi-n by providing jobs in 
the rural areas. 

0 Catalysed the development of commercial forest growing, ie Eucalyptus forests. 
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Summary 

In summary, I would like to make the following conments, observations and 
reconunendations: 

1. The Uganda Flowers Exporters Association (VFEA) should be supported and 
strengthened as a vehicle fer the developmenr of the industry in Ugnnda. 

2. Policies likely to affect the industry should k discussed with UFEA before being 
enacted, to avoid double standards and injuring the sector at such an infant stage. For 
example, we have already noted some negative effects of the VAT system on me 
flower industry, which we have now addressed and will put forward a memorandum 
to the Hon Minister of Finance for discussion. 

3. The CAA should make it a priority to improve on the infrastructure at the airpart and 
make an effort to get its stafftrained to professionally handle perishable prodmts. 

4. UEB must expeditiously solve the power problem as it is definitely going to influence 
industrial development in Uganda. 

The rest of my reconlmendations are directed io the rose grouers: 

5. Take utmost caution when choosing the varieties, in order to ensure good returns for 
your projects. 

6. Proper farm management practices should be adhered to, so that Uganda gains a 
reputation for good quality product. This will lead to better prices. 

7. In order to minimize costs, farmers should ensure that they achieve optimum levels of 
production as fast as possible. 

8. Workers' safety and environmental protections should remain our top priority k 
exploiting resources. 
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Uganda Flowers Exporters Association 

Objectives of the Associatioq \ 

Represent the interests of all the flower exporters in Uganda; 

Seek recognition, cooperation and supporI of the Government of Uganda, ~ 3 e m t  
government institutions and otha bodies; 

Seek recognition, cooperation and support of other exporters' associations linSica, 
and other international institutions connected with the floriculture industry~&wide; 

Promote flower growing and the floricultural industry in Uganda; 

Encourage, assist and support members of the Association to succeed in t h e w i n e s s  
enterprises and to help them acquire all the necessary information in the 
development of their flower export businesses; 

Encourage, promote and protect the interests of the members of the Associiifeonaud of 
other persons who are interested or concerned in the flower business by 
proper standards and business ethics are maintained throughout the trade d 2 0 h k e  
in consultation with the members of the Association such measures as are M& to 
achieve this objective; 

Discourage unfair competition without d l y  interfering in any way v&& 
individual members' initiative in trade; 

', 
Pro~note 6iendly relations and cooperation among the members of the Ass 

Provide machinery for consultation and negotiation between the Associat imd other 
organisations, Government and/or institutions concerned with the developmt ofthe 
floriculture industry in Uganda; 

Advise the Government fram time to time of developments in the f l o r i c u l t ~ ~ ~  industry 
both locally and internationally; 

Do all such things as are conducive for the better attainment of the objectives afthe 
Association. 



\ 

Uganda f?towers Exporters Association 

Present Membership 

Xile Roses, Ltd. 
Ziwa Horticultural Exporters, Ltd. 
Scoul Roses, Ltd. 
Victoria Flowers, Ltd 
Pearl Flowers, Ltd. 
Nsimbe Estates, Ltd. 
Mairye Estates, Ltd. 
Tropical Flowers, Ltd. 
NBA Roses, Ltd. 
Royal Fiowers, Ltd. 
Jambo Roses, Ltd. 
Equator Roses, Ltd. 



APPENDLX 111 

EUROPEAN MARKET PROSPECTS 
FOR UGANDAN ROSES 

APRIL, 1996 

Prepared by: 

Stephen New 
Agribusiness Development Centre (ADC) 

Uganda's Investment in Developing Export Agriculture (IDEA) Project 



BACKGROUND \ 

1. Ugandan production of roses for esport has increased from a zero base in 1993 to 32 
hectares under production in January 1996, with an FOB value of more than $5.0 
million in 1995. Production is expected to increase by another 25% or more in 1996. 

2. .%s a result of increasicy costs in the Netherlands and other European countries. the 
general opinion in the flower industry is thaf in the future, substantial production will 
shift from Europe to southern hemisphere countries such as Ugmda. 

3. The purpose of this study is to provide investors with an objective forecast of rose 
market trends in Europz for the foreseeable future, and to evaluate the potential for 
increased production in Uganda The study was carried out by the Agribusiness 
Development Centre, under the USAID-hded Investment in Development of Export 
Agriculture (IDEA) Project. The data and information was collected in Europe during 
the period January-April 1996. 

WORLD TRADE IN CUT FLOWERS 

4. Total world imports of cut flowers amounted@ US$3,568 million in 1992, up from 
US$2,5 12 million in 1988, an increase of 42% during the five >ear period. Wi& the 
introduction of the EU single market, trade data for 1993 onwards is not exactly 
comparable with previous years, but imports appear to have increased by at least 5% 
per annum for the period 1993-195. 

5. Developing countries' share of world trade in cut flowers has increased annually since 
f 988 to approximately 23% of total trade in 1994, valued at over $800 million. 

6. Gennany is by far the largest imprt market in the world, although its share of world 
trade has declined fiom 50% in 1981 to 37% in 1992. In 1994, Germany was the 
world's largest flower import market, worth approximately US$964 m, followed by 
the USA CUSS517 m), France (US$267 m), United Kingdom &JS$319 m), 
Netherlands (US$262 m), Switzerland (USS147 m), Japan (VS$191 m), and Italy 
(USS123 m). 

7. The Netherlands dominates world export trade in cut flowers, with exports valued at 
more than US$ 1.9 billion in 1994, representing 58% of world trade. Colombia was 
the next largest exportzr in 1992, with 14% of world trade, followed by Israel (4.5%), 
Kenya (2.6%), and Thailand (2.3%). Kenyan flower exports in 1994 totalled US$85 
million. Exports fiom Zimbabwe in 1994 were valued at $37 million. 

8. Roses account for more than 25% of world trade in flowers, with roses, carnations and 
chrysanthemums together accounting for around 50% of total flower imports. 



9. Cut flower consumption is increasing in all European countries. Per capita levels of 
consumption in 1994 were: Suitzerland ($log), Norway ($63), Austria ($49), 
Netherlands ($47), Germany ($44), BelgiurnfLux ($44), Italy ($38), Sweden ($38). 
France ($33,  Denmark (535), United Kingdom ($21), and Spain ($1 5). 

10. Per =pita rose consumprion in 1994 was: Germany (69 stems), France (53 stems), 
Switzerland (52 stems), BelgiumiLux (45 stems), Netherlanjs (44 stems), Denmark 
(39 sterns) and Italy (32 stems). 

EUROPEAN TRADE IN ROSES 

11. The total volume of EU rose imports increased from 1.76 billion stems in 1991 to 2.39 
billion stems in 1994, an increase over the period of 36%. 

12. The average market price of all roses on the Dutch auctions has remained relatively 
consrant over the past four years: 

1992 36 DFL mtslstem 
1993 39 cents 
1994 38 cents 
1995 37 cents 

The average price obtained in 1995 by First Red from Uganda, the main variety 
exported, was 53 DFL centdstem. 

EU Rose Import Market (millions of stems) 

Market 1991 YO 1992 YO 1994 O h  91-94 
Growth % 

farmany 1,179.8 672 1,143.0 62.7 1,2793 54.0 8.4 

Netherlands 173.0 9.9 243.3 12.9 526.8 22.2 204.5 

France 1653 9.4 172.1 9.4 221.6 9.4 34.1 

UX. 91.3 52 94.9 5.2 123.7 5.2 35.5 

Denmark 48.4 2.8 51.6 28 56.5 2.4 16.7 

Bclg/Lux 44.2 2.5 50.3 2.8 62.5 2.6 41.4 

rrafy 28.4 1.6 35.1 1.9 63.2 2.7 122.5 

Spain 19.5 1.1 35.2 1.9 20.6 0.9 5.6 

Ireland 4.3 02 4.7 0.3 9 5 0.4 1162 

Greece 1.0 0.1 1.3 0 1 13 0.1 jO.0 

Portugal 0.1 - 0.6 2.9 0.1 2800.0 

Total 1,755.3 100.0 1,823.1 1W.O 2,3862 I00.0 35.9 



13. \ Germany is the largest import market for roses, accounting for 54% of EU trade in 
1994. 

14. In 1994, the Netherlands supplied 65.4% of the EU rose market kith exports of 
1.561m stems. The next largest supplier %as Israel with 232m, f~llowed by Ken)-a 
~ 5 t h  197m, Zimbabwe (124m), Ecuador (?Om), Canary Isles (36m), Colombia (35m). 
Morocco (25m), Zambia (22m), Brazil (1 Tm), Tanzania (l5m), i'ganda (I 5m) and 
Mdawi (l4m). There were more than 30 countries supplying cur roses to the EU 
market in 1994. 

15. The Netherlands has a dominant market share in all the EU markets. 

Netherlands Share of EU Rose imports (% of volume) 

Germany 88.3 88.3 58 0 

France 74.9 802 95.4 

U.K. 65.3 60.3 56.0 

Denmark 94.9 94.9 97.5 

BelgiumlLwemburg 97.2 95.2 93. I 

I~AY 79.7 73.1 43.8 

spain 19.9 10.3 1 7 2  

Irehd 75.6 76.7 86.3 

Greece 90.0 93.9 85.9 

Portugal 77.0 52.8 58.0 

THE EXPANDING SUPERMARKET TRADE 

16. Suuermarkets are becoming a maior outlet for roses, aarticularlv in the UK. where - 
they are aggressively expanding sales of all cut flowers. Their market share is 
currently estimated at 26%, which is predicted to increase to 38% by the end of 1996. 

17. In Germany and the Netherlands, supermarkets control 10-15% of the retail market 
and this is expected to increase in future, but at a slower rate than in the UK. 

18. LK supermarkets maidy procure supplies through 3 major packers: Lingarden, 
Zweilcot and FIowers Plus. 

19. AU European supermarkets have procurement strategies which require consistent high 
quality and a guaranteed long vase life. They also have stringent conditions for 
supplies in terms of staff health and welfare and environmental protection. 



UGANDA'S COMPARATIVE ADVANTAGE 

20. Cost of production in the Netherlands is 50-100% higher than in East and Southern . 

African countries (see table on next page). Capital costs of greenhouse production are 
up to 300% higher in the Netherlands, which in practice excludes any new project 
investment in roses. 

21. Based on similar yield assumptions, Uganda has significant cost advantage over 
Kenya and comparable costs to Zimbabwe. In practice Uganda a achieve 5-1 0% 
higher yields than Zimbabwe under good management, due to clkiatic advantages. 

22. Although the Ugandan climate is hotter, more humid and less favourable for long- 
stemmed rose production than Kenya or Zimbabwe, Uganda has the potential to 
produce very high yields of small-flowered roses. These varieties account for more 
than 60% of the European market. 

Cornparatfoe unit costs of production, for large and smail-flowered varieties, including 
air freight - US% centsfstem 

Small-Flowered Large-Flowered 
300tsq m. 14Oisq m. 

(US centsfstem) (US cen&'stem) 

13.9 29.8 

ZmbabwdZmJia 12.3 26.4 

Nettierlands 21.8 34.7 

Costs shown m e  m average for each counhy 

23. Although Uganda cannot compete on quality terms in the production of very long 
stemmed roses, its quality is highly competitive up to 60-65 crn Gem length. Given 
higher yields in Uganda than Highland Kenya and Z i b w e ,  Uganda First Red 
producers have a potential competitive advantage in this range. 

Large Flomered 'First Red' Roses: Average Price by Source 
(1993-1995, Dfl cenwstem) 

Origin 1993 1994 1 995 

Netherlands 103 101 8 1 

Kenya 73 65 64 

Tanzania 67 67 80 

Zimbabwe 68 64 59 

Malawi 6 1 55 48 

Zambia 55 63 49 

Ueanda 60 53 



Lsrge Flowered 'First Red' Roses: Average Price by Source 
(1993-1995, Dfl centfitern) 

Origin 1993 1994 1995 

Israel 108 85 68 

Ecuador 8 1 70 65 

Swaz~land 39 

USA 69 69 

India 44 

Average 85 X 1 75 

Some: V.B A. Netherlands 

24. Uganda prices are below the average price of all imports but higher than some other 
A£iican suppliers. Ugandan First Red is discounted in price because of small heads but 
this is less significant for stem lengths up to 65cm. 

VARIETIES 

25. Varieties normally have a high price in their first marketing year followed by a 
gradual decline. For some new varieties, price decline can be dramatic. For example, 
in  1993 Rodeo variety debuted at 133 DFL centslsfem, and then dropped in year two 
to 41 DFL cents. 

26. Given that few new rose introductions ever make the top 20 listing, the risks of 
planting large areas of a new variety can be exceptionally high. It is essentiaf to test 
new varieties as early as posible to take advantage of high prices if they become 
popuiar. 

27. There are very wide differentials in price between the same variety &om different 
countries or suppliers. 

- 

Small FIowered Roses: Average Price by Sonrce (1993-1995, Dfl centslstem) 

Frisco Jaguar Souvenir 

Origin 93 94 95 93 94 95 93 94 95 

Netherlands 30 27 27 40 35 34 32 27 27 

Israel 33 29 32 43 41 39 36 34 29 

Zambia - - 49 47 39 

Uganda - 20 25 - 28 34 - 21 24 

Kenya 31 29 30 - 26 33 41 38 40 

Zimbabwe 32 23 20 25 20 55 - - 22 

Malawi 27 23 22 38 30 - 17 - 



Small Flowered Roses: Average Price by Source (1993-1995, Dfl cenWstem) \\ 

Frisco Jaguar Souvenir 

Origin 93 94 95 93 94 95 93 94 95 

Tanzania - - 27 24 - 32 29 30 

Ecuzdor 39 10 40 - 

Source: KB.A. Ne ther id ,  Note: Average t a b  info accouni the relatiire amounts 
supplied by each counhy 

SUPPLY AND DEMAND TRENDS 

28. Between 1991 and 1994 the EU market demand for roses increased by 5% per 
annum. If account is taken of the additional demand &om new and developing 
Eastern European markets, Europe absorbed an extra 130-200 million stems each 
year. This required an increase in production area of 70-100 hectares, and 
this trend should continue at least over the next 3-5 years. 

29. There is potential for production to increase by more than 150m stems/annum, 
through a combination of increasing yields and new production areas. This will 
inevitably cause downward pressure on prices and favour lowerast  producers such 
as Uganda The area under production in Holland wiIl either remain static or, more 
probably, go into slow decline. This will allow new production in excess of IOOha per 
annum to be takbn up by more competitive suppliers. East &can countries, because 
of their climatic advantages and relative proximity to the market, will be in the best 
position to take advantage of this. 

30. It is possible that oversupply will cause average rose prices to decline by up to 10% 
over the next few years. This will accelerate the trend towards increased production in 
countries where unit costs are highly competitive. However, there is no danger of 
average prices for smalllmedium-sized roses falling below the break-even levels (less 
than 20 DFL cents/stem) for well-managed farms in Uganda 

3 1. Worldwide plantings of large flowered roses are increasing at a faster rate than small 
flowered varieties. Given that the demand for large flowered varieties has remained 
almost constant at around 35%, there is a considerable risk that large flowered 
varieties will be more rulnerable to price pressures. 

QUALITY 

32. Quality and reputation are critical factors in determining price. The most important 
quality parameters are freshness, vase life, uniformity and consistency. The potential 
cost advantages referred to above in relation to Uganda cannot be realised unless high 



quality roses are delivered to the market. \ \ 

33. Whereas the average price of roses may decline, it %ill not be a consequence of an 
oversupply of high quality roses. The main problem facing the industry is a potential 
over-production of low to moderate quality roses. 

34 Be?cw z-+.eEge price returns indicate that some Uganda producers may not have the 
consistent quality needed to withstand price reductions without improven~ents in 
management. 

COXCLUSIONS AND RECOb..LMENDATIOKS 

35. The European market for roses should continue to expand at more than 5% per year. 
However, new suppliers have the potential $0 expand at a rate faster than this. This 
may exert downward pressure on prices and shift production eom high-cost suppliers 
in Holland to low-cost southern hemisphere growers at a rate of at least lOOha per 
annm. 

36. Uganda has the climatic conditions to produce very high yields of short and medium 
stem length roses (40 cm - 65 cm). In this stem length range, Uganda is 
internationally more competitive than other East African produces. Uganda's break 
even unit costs are Iower than all competitors. Rose market prices are unlikely to fall 
below Uganda's costs of production, providing quality standards are consistent 

Recommendations 

Concentrate production on high volume varieties and stem lengths which 
maginrise Uganda's competitive advantage and promote Uganda as a high 
quatity supplier of this type of rose. 
Increase production area to a t  least 200ha to achieve further economies of scale. 

37. M e  are wide differentials in price betwen the same variety fiom different country 
suppliers. With few exceptions, Ugandan producer prices are below the average for 
all suppliers and lower than some of its major competitors. This is due to inconsistent 
quality. 

Recommendations 

Improve farm management to raise production standards. 
Improve post harvest handling practices to maximisevase life and improve 
product consistency. 
Select and promote varieties which do well under Ugandan conditions 



38. The market price of all rose varieties &clines over time irrespective of overall market 
conditions. Initially, most new varieties command very high prices when market 
supply is low, and prices decline as supply increases. It is essential to select and 
increase production of appropriate new varieties as early as possible in their 
conunercial life cycle. 

Recommendstions 

m Instigate trials of all new varieties to assess yield quality, vase life, market 
acceptance and price. 

rn Develop close relationships with the leading rose breeders, ie. Kordes, Tantau, 
and De Ruiter and don't gamble on high priced introductions in the absence of 
triaIs. 

39. Dutch auctions will remain the main market outlet for Ugandan roses. However, 
airlines have under-utihed &eight capacity to the UK, where supermarket and 
multiple outlets have an expanding demand for roses, but are currently unable to 
identify suppliers who are able to supply consistent quality. Demand is primarily for 
the shorter stem lengths where Uganda has competitive advantage. 

\ 

Recommendation 

C a n y  out a detailed study of the UK market and the potential for direct sales to 
multiples. 
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In collecting rose production and market data for the Ugandan flOricu!tUre industry, a number of 
key strategic issues emerged. These need to be considered by investors, lenders, technical 
support agencies and Government. as part of their decision-making process, and in ensuring 
effective allocation of resources. This summary paper draws attention to the key issues and 
makes recommendations for appropriate action. It should !x read in conjunction with the two 
parallel study rep* prepared by rhe ADC: 

Economics of Ugandan Rose Production - April 1996 
European Market Prospects for Ugandan Roses - April 1996 

2. Uganda's Image And Reputation 

Import companies in Europe who handle Ugandan roses on a regular basis, reported that 
inconsistent quaIity was sometimes a problem. Small bud size of long-stemmed roses was a 
common criticism. Since the price obtained at auction is influenced by the reputation of both the 
country and the farm, there is a need to impmve performance. However, Kenya and Zimbabwe 
also at times attract comment for inconsistency. 

A more objective assessment of  Uganda's performance can be gained from comparative analysis 
of  auction prices. VBA countryt'supplier data reveals that Uganda's performance is below 
average for some varieties traded on the auction. However, in 1995 Uganda achieved higher 
average prices than Zambia, Malawi and India for 'First Red'; and higher average prices for 
"Frisco' than Zmbabwe and Malawi. The best Ugandan growers are obtainillg prices 
comparable to Kenyan growers. 

3. Does Potential Exist For Expansion Of The Greenhouse Rose 
Sector? 

The Ugandan climate is hotter and more humid than most of its competitors. These conditions 
offer scope to produce very high yields of small flowered roses of 45-65 cm stem-length. Uganda 
should be promoted as a high quality supplier of this type of rose. Critical to the success of such 
a strategy, however, are high standards of management and production expertise. 

I f  these standards are achieved, Uganda has significant competitive advantage over most of its 
international competitors. Unit production costs are amongst the lowest in East Afr;.ca, there is a 
high-yield potential for small-flowered varieties, and air freight costs are quite competitive. 

Climatically, the existing rose producing areas of Uganda are less favourable than some other 
East Afiican countries for production of long-stemmed roses. Higher humidity and 
comparatively high night temperatnres limit the range of these varieties s+%ich can be grown 
successfully for international markets. 

Potential therefore exists in the medium term to expand the sector, providing a fully integrated 
production and marketing strategy is adopted and appropriaie varieiiesare seiected. However, 
management and production expertise will have to be maintained at a consistently high standmcL 
and farms not accepting the necessary discipline will be at risk during periods of sustained low 
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prices. Priority strould be given to raising the productivity and quality of existing farm 
production. 

4. Market Growth And Demand 

Netherlands auction sales of roses were about $600 million in I995 and sales will probably 
continue to incrzase at a rate of abwt 5% per annum. Therefore, concerns as to the rate of 
European market growth are irrelevant in establishing if Uganda has the potential to expand 
production and compete in the international market place. In a market as massive as the rose 
market, the total size of the market will never be a constraint to development Ugamhn 
producers wiil succeedor fail solely on their ability to produce consistenent high quality roses at a 
competitive cost. Of course, marketing is irnportanL but no strategy can overcome the problems 
associated with marketing flowers of low or inconsistent quality. 

Competitive production costs are a potential advantage for Uganda, because world production of 
roses, at least in the shoa term, is likely to be greater than the European markets can accept 
without a decline in price. This provides the opportunity for Uganda to expand its production of 
roses at the expense of other higher cost producers. 

5. Identification Of Market Opportunities 

In undertaking the programme of market research a number of specific market opportunities 
were identified: 

Potential exists to increase prices by raising quality standards and improving product 
uniformity. 

The European market is currently, and for the forseeable h r e  likely to be 
undersuppllied with high quality, consistently graded roses. 

o The UK's two leading supermarket suppliers have expressed an interest in Ugandan 
short-stemmed roses, providing quality and vase life can be guaranteed. Cut flower sales 
to supermarkets are expanding rapidly in the UK, in comparison to Germany and the 
Netherlands, where growth is slow. 

Direct market opportunities exist in Gemany. With consistent quality, exchsive direct 
sales can give higher prices than Netherlands auction sales. 

All the Netherlands auctions, including the Teleflower auction, are accepting Ugandan 
suppliers, sabject to consistent q u a t i  standards and discipiined marketing. 

Potential exists with the Auctions to develop direct ales. 

o Direct sales through independent importers in the Netherlands are always possible. In 
practice the most reputabie companies are only interested in high quality producers. 
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6. Airport Facilities 

All the world's leading flower exporting countries operate fully integrated cold chain systems for 
flowers. On-farm cold stores; refrigerated transport from farm to airport; airport cold store 
facilities; and provision for farm refrigerated trucks to unload pre-palIetised cargo immediately 
prior to airline departure are essential components. Although individual farms have invested in 
good equipment. there is a need for much improved handling facilities at Entebbe Airport. 

For various reascns, airlines also claim that the cost of re-belling in Entebbe is higher than in 
other neighbouring countries. This acts as a barrier to dirt-ct charter flights between Entebbe and 
Europe. The situation should be examined by Government and airport authorities, in conjunction 
with airlines, to examine the possibility of reducing costs. 

7. Selection of Varieties 

Selection of varieties which are adapted to Ugandan conditions is essential for growth of the rose 
industry. Varieties should be selected for trial on the basis of their vase life, market potential, 
yield and suitability to the Ugandan climate. Identified candidate varieties should be included in 
on-farm trials at leading farms. Leading rose breeders (Tantau, Kordes and Meilland) have all 
expressed an interest in establishing trials in Uganda. Farm trial results should be made available 
to  all members of the Ugandan Flower Exporters Association. 

8. Quality Assurance 

A recommended code of post harvest handling practice should be established to raise Ugandan 
flower quality standards. It is suggested that the Ugandan Flower Exporters Association should 
investigate the possibility of establishing a Ugandan Quaiity Assurance Mark Only producers 
with full cold chain facilities and who agree to follow approved practices should be eligible for 
entry to the scheme. Under the scheme, a recommended code of good practice would be 
established. Initially, it is suggested that donor support should be sought for appointment of a 
full-time flower specialist to both draw up the code of practice, train the candidate producers and 
regulate the scheme for a period of 3 years. 

9. Workforce training programme 

Production of consistently graded flowers requires commitment and dedication &om the entire 
workforce. To achieve this requires implementation of saff training programmes for all workers, 
not just senior and middle management. Supermarket buyers in particular will only trade with a 
company when they are satisfied that the workforce are mined particularly in terms of health and 
welfare issues, agrochemical use, grading and packing s+mdards, and environmental awareness. 
The supermarket buyer cannot risk the publicity of beins associated with a company that exploits 
its workers or damages the environment. 

10. Establishing an Appropriate Marketing Strategy 

If an individual Ugandan farm has established a high quality standard of production, then there is 
no reason why the complete range of marketing options should not be available to that farm. The 
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foilowing are the implications of adopting each of the various marketing options. '\ 
10.1 Netherlands Auctions 

The advantage of marketing through a Dutch auction is that it enables a producer to grow a very 
limited range of varieties. The option of developing sales though the auctions' direct sales 
bureaus are also potentially attractive. Given Uganda's climatic constraints, the ability to market 
a very restricted range of varieties thrcu,oh the auction s) stem off'srs the prospes: of maximising 
yield and potentially increasing profitability. The other attraction of the auction system is 
security of payment. The weakness of the auction system is that when market conditions are poor 
prices can be very low, especially if the grower does not have an established reputation. 

10.2 Direct sales through a Netherlands ImporVExport company 

In any business there are good and bad importers, and the Netherlands flower industry is no 
exception. When selecting an importer, ask for names of his senders and don't be afraid to take 
up references. There are a number of highly reputable importers in the Netherlands, and these 
companies are often very selective in tenns of the quality of flowers they will accept. The 
advantage of  trading with a Netherlands-based importer is that they invariably have the ability to 
market a complete range of varieties and stem sizes. Many of the better companies will place a 
percentage of  each consignment on the auction, thereby providing the producer with comparative 
pn'ces. On balance, this is the simplesr marketing option butprofitability will be dependent upon 
sefecting the right company. 

10.3 Direct marketing in Germany 

Again, everything depends upon q u a t i .  German buyers are very quality-conscious, and 
variable quality will be  acceptable .to the better companies. Given consistent quality, a large 
importer will have the capability to market the entire farm production. Once esablished as a 
reliable and regular sender and if trading is on an exclusive basis, then prices are likely to be 
more stabie than the auctions. In general, prices will never achieve the auction highs, but in 
times of low auction prices there can be greater stability of prices in Germany. 

10.4 Direct Marketing to a British Supermarket 

Uganda has frequent direct flights to  London which are not fully utilised by rose exporters. The 
best opportunity in the UK is to sell to supermarkets through an approved packer such as 
Lingarden or  Zwetloots. Both companies have good reputations, and both suppEy most of the UK 
supermarkets. Both companies also have direct mail flower services serving the public. 
Lingarden is able to offer a complete marketing service to overseas growers. Initially, a putential 
supermarket supplier would have consignments marketed through one or more of  the 19 regional 
wholesale flower markets, or through a secondary wholesaler. 

For the consistent and high quality producer, supermarket sales offer the prospect of high volume 
sales and stable prices often on a long term basis. The other attraction of trading with UK 
supermarkets is that their pricing will be more stable than the auction or open market. The 
disadvantage of supermarket trading is that it requires considerable discipline cn the part of the 
producer, as supermarket buyers can be extremely demanding in their requirements. 
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introduction: 

Pre\.ious speakers at this conference have clearly demonstrated that Uganda has a 
comparative advantage, and a potential competitive advantage. in producing roses for the 
European market. Future growth prospects are also good. 

The pioneers of the Uganda rose industry haxe been able to address the technical, rnnrketlng, 
managerial and business aspects of rose production. Practicall) all have succeeded in their 
endeavours, which gives further credibility to the fact that Uganda can become a more 
significant player in the market, and that rose production in Uganda can make an important 
contribution to the economy. 

With this in mind, the technical professionals at the ADC, in collaboration with the Uganda 
Flowers Exporters Association (UFEA), have taken a close look at the future of the industry 
and its impact on the Uganda economy. This paper estimates the benefits to Uganda of 
further growth in the rose industry, and details the investments which will be necessary for 
such growth to occur. We see this as an important exercise to share with the growers, 
invesfors, bankers, planners and policy makers whose input and cooperation are essential to 
the success of the indusw. 

It should be noted thar the data presented in this report are "order-of-magninitude" estimates. 
Individual farm performance will differ, but we have attempted to talk in terms of industry 
averages or reasonably attainable performance. Also, note that in most calculations we 
assume greenhouse production of small roses such as Frisco and of larger-headed roses such 
as First Red variety, grown at high density to produce medium-length stems. 
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1. lndustry size\ 

For purposes of this exercise, we are using a 200 hectare (ha) industry. This is not an 
tinrealistic parameter. If we consider the number of firms already in the industry and rheir 
expansion plans, plus those investments that are in various stages of incubation and a few 
lncre new entrants, it is quite easy to arrive at 200 ha of roses in Uganda within the next fix e 
3 s x s .  

2. lndustry Concentration 

Given the economies of scale in rose production, the competitive nature of the business, the 
capital investment and managerial expertise required, we are anticipating (and 
recommending) that enterprises must be of sufficient size to benefit fiom these factors. We 
consider 5 ha to be a minimum size commercial rose farm, and some will conceivably be 20+ 
ha in size. 

With an average farm size of 10 ha, a total industry size of 200 ha can therefore be achieved 
w2th about 20 enterprises. 

3. Land Area Requirement 

The total land area requirement for 200 ha of greenhouse rose production is not larse. 

If we  consider that approximately another 50% of land is required for alleys within 
greenhouses, adequate spacing between buses  for air movement, packhouse and storage 
facilities, roads, other infrastructure, setbacks, unutilised areas, etc. then the total industry 
requirements are 300 ha. 

It is quite apparent that rose production is an intensive enterprise in terms of land utiIisation. 
Availability of suitable land is not a consbaint. 

4. Expected Production 

For purposes of illustration, we are using an industry average of 150 stems produced per m2 
per year. This equates to 1.5 million ste- Total production for 200 ha is then 300 
million stemdyear. 

If we consider that some 10% of stems are not marketable, and that some of the area will be 
under new plantings (even in a static situation), then the total marketable stems f h m  the 
industry would be about 270 million s tedyear .  

For a nine-month harvest season, the average production for Uganda would be about 30 
miIlion stems/month. 
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5. Market Share 

U'e nxiy think that production of 30 million stems/month of the particular varieties that can 
be produced in Uganda is a huge number of flowers to market. However, the total European 
market for roses is a b u t  220 million stemsfmonth and is increasing at a rate of 5% per 
annliiq. Therefore, production of approxin~ately 30 million stems from Uganda represents 
onlj &out 13% of the a%ailabie market in Europe (other markets are not considered here, bst 
do o13kr potential). This is similar to the current volume supplied from Zimbabwe aid 
Kenya. 

This amount of additional supply is not likely to have a price depressing effect because of the 
overall upward trend in the market for roses in Europe and the likely decline of European 
domestic rose production Uganda's competitive advantages (climate, freight rates, labor 
costs) will certainly allow it to achieve this market share if high standards of management are 
maintained. 

6. Value of Production 

The average auction price range for the type of roses that Uganda can produce competitively 
is US 15-30 cents per stem. This gives a potential market value (in Europe) of 
approximately US$59.4 million from 200 hectares of mature plants. 

Marketing costs represent about 20% of the auction price, or about US 4.4 cents per stem. So 
the net CIF price is about USS47.5 million. 

Airfreight costs are approximately US$16 per box, with an average of about 20 bunches (20 
stemdbunch) per box. Aimeight costs are therefore about US 4.0 cents per stem, or 
approximately 18% of auction price. 

The FOB Entebbe value is therefore approximately US 13.6 cents per stem. This gives a 
potential FOB market value of U S 3 7  million. 

Obv~ously, a US$37 million FOB industry is a significant export earner for Uganda, all in 
hard currency. 

7. Employment 

Direct employment on a rose farm is approximately 40 persons per ha in the field and 
packhouse, plus another 5 persons per ha involved in management, transport, etc. 

Therefore, a 200 ha rose industry provides direct employment for about 9,000 persons. There 
will also be the obvious employment multiplier effects as the senice sector expands to meet 
the needs of the indlstry. 

Rose production is gender-friendly. Employment in the Uganda rose industry today 
comprises about 75% women, and we do not foresee any reason for rhis to decrease. 
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Total earnings per rose industry employee (inclusive of salary, meals, and other direct 
benefits) are approximately US$100 per month for 1 1  months of the year. This 4 wates to 
US$] ,100 per year. Total earnings from employment are therefore almost US$IO million per 
year from 200 ha. 

8. Packaging Requirements 

As stated above, there are approximately 20 x 20 stem bunches per box, or 400 stems per box. 
Therefore, exports of 270 million stems per year from 200 ha would require 675,~WO boxes. 

Currently, a rose box costs approximately US$1.80, including duties. Annual expenditure on 
boxes would therefore amount to approximately US$1.22 million, which provides a 
significant commercial opportunity for local manufacturers. However, Government needs to 
review the duty structure on raw materials versus imported boxes, which currently seems to 
discriminate against local manufacture. 

9. Air Cargo Requirements 

As discussed above, the airfreight bill is about US 4.0 cents per stem. Therefore the total 
airfi-eight bill on 270 million stems is about US$10.8 million per year. 

Shipping 675,000 boxes over 9 months involves an average of 75,000 boxes per month and a 
box of roses weighs approximately 10 kg. Therefore, the average weight shipped per month 
is approximately 750,000 kg, or about 180 tons per week. 

Even with the anticipated increase in scheduled passenger flights, there will clearfy be a need 
for dedicated charters to meet the needs of an expanded flower industry. Up to 4 charters per 
week using DC 10s or similar aircraft would be required. 

One disadvantage for Uganda is the high cost of refueling at Entebbe, reported to 5e 25% 
higher than Nairobi. The exact causes of this need to be reviewed and action taken to reduce 
costs as much as possible. 

10. Water Requirements 

Water requirements for roses in Uganda are approximately 60,000 litershalday. 

One of Uganda's strong comparative advantages in relation to Kenya and Zimbabwe is 
having adequate land for rose production in the vicinity of Lake Victoria. Reservoirs and 
wells drilled in the vicinity of the lake are relatively shallow, reducing pumping costs. They 
are not prone to drying up during periods of drought and will have infinitesimal impact on the 
water level of the lake. 
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11. Investment Requirements 

Current investment requirements are approzinately US$3-400,000 to establish one ha of 
greenhouse roses, including associated infrastructure. Therefore, total investment 
requirements for a 200 ha industry are in ths order of US$60-80 million. 

Given that approximately 50 ha of productien are already established or funding is in place, 
there is approximately USS45-60 million in equity and medium-long tern loans required for 
the Uganda rose industry to expand to 200 h a  There is also the need h r  additional iiorking 
capital. 

12. Propagation Material 

The economic life of rose plants is about five years at maximum. Therefore, a 200 ha rose 
industry will require approximately 40 ha to be replanted each year. This amount of 
propagation material certainly justifies having local propagation services, providing 
commercial opportunities for specialist farms. It should also be noted that the success and 
exparsion of roses will certainly increase demand for other types of flowers from Cganda. 

14. Greenhouse Materials 

There is a considerable quantity of materials required to establish 200 ha of roses. The type 
of structure will determine the materials required and local component. 

Wooden structures require the use of treated poles and sawn trusses, both of which can be 
produced on a sustainable basis in Uganda. Specialist horticultural plastic needs to be 
replaced about every 3 years and this will also provide commercial opportunities for local 
manufacturers. 

15. Conclusions 

* Roses give the most attractive return on investment in agriculture in Uganda (30-40%) 
but require a high investment (at least $1.2 million for minimum scale enterprises). 

0 Expansion requires a small number of enterprises, a small area of land, there are good 
employment opporhmities, additional air cargo space is required, and there are other 
spinoffs. There is need for additional financing for this profitable industry. 

The market could absorb an increasz of production in Uganda to 200 hectares, which 
will bring in foreign exchange earnings of $37 million from roses. An additional $5- 
10 million could also be expected &om other flowers, driven by the success of the 
rose industry. 

This will bring substantial employment benefits. It will also provide significant 
commercial opportunities for local manufacturers of greenhouse construction 
materials and packaging. 
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UGANDA'S 200 HA ROSE INDUSTRY 

I .  SIZE 

2. CONCENTRATION 

3 .  LAND AREA 

4. EXPECTED PRODUCTION 

5. MARKET SHARE 

6. VALUE OF PRODUCTION 

8. PACKAGING 

9. AIR CARGO 

10. TRUCKING 

1 1. WATER REQUIREMENTS 

12. INVESTMENT REQUIREMENTS 

13. PROPAGATION MATERIAL 

14. GREENHOUSE REQUIREMENTS 

Short-medium tenn prospect 

Average 10 ha farm to benefit from 
economies of scale 

150% of area under production 

150 stems/m2, 90% exportable, 9 months 
production/yr 

270 million stemslyear production 

US 22 cents auction, 4.4 cents marketing, 4 
cents airfreight 

US 4.0 centslstem 
10 kglcarton, 75,000 cartonslmonth 

US%50,0001ha/5 years 

200 ha under production 

20 farms 

270 million stemslyear 
30 million stemdmonth 

13% of the European rose market 

US$ 59.4 million Auction value 
USs47.5 million CIF value 
US$ 37.0  nill lion 170D 

9,000 employccu 

675,000 cartons 

US$ 10.8 million airfreight bill 
750 tons/mo., approx. 4 chartersiweek 

12,000 cu.m.ll@day 

US$60 - 80 million 

USs4.8 million oer arinum 

USS2.0 million per iulnunl 
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ADC Commercialisation Bulletin #4 

1 

I 
FRESH CUT ROSES 

I 

! 1 / Production Method 

T he basic stages of rose 
production are: 

1. Land preparation, including bed 
preparation, soil fumigation, and 
drainage innallation. 

2 Planting of mse plants. Spacing 
depends on the bay width of the 
greenhouse and the variety 
produced. P laneD density is 
generally 60 to 70 thousand plans 
per hectare '4 bed support system 
may be needed (waden poles or 
reinforcing rods, with support wire 
stretched between). 

3. Care of roses. Regularlda~ly soil 
analysis (water content, salts, 
minerals, pH tevels), monitoring of 
humidity within greenhouses, 
application of fertilizers (usually 

ADC Commercialiation Bulletim 
are publtshed 6y the Agribusiraeu 
Dewlopmeni Centre ofthe USALP 
w e d  U g d ' s  Inveshnent in 
Developrng Export Agriculhm 
(ID- Project The bulletins 
provide potential investors wtih a 
quick refeeme to produchon and 
market chmacts1~r1cs for vmrour 
high-value aport crops. For 
additional technical deiads, 
contnct- 

Agri6usiness Development Centre 
pior 18, Prince Charles Drrw 

P 0. Box 7007 
Koloio, XlampaIa, Uganda 
Tel (2 56) 41 255482/83/68 

Fax (2561 41 250360 
Internet ideoprojec@usard g w  

July 1996 

through irrigation system - I 2 
'fertigation') a d  pesticides. Insects Varieties 
controlled by night t h e  operation of 
sulphur evaporators. -here are many varieties of 

4. Harvesting. Rcses gmw in 
flushes generdy spaced 28 days to 
60 days apart, depending on tbe 
variety and tempemme. Flushes 
can be evened out by sequencing the 
planthng and Iater the d g .  Pick 
at the exact time of peal OF''%. 

May need to be picked to four 
times per day, partialla* in warm 
climates. A flower not picked in 
optimum condition will not achieve 
Class I and d l  be discounted by as 
much as 20-30 percat Workers 
will need to be trained carefully on 
recognizing afien me flower needs 
to be picked (varies depending on 
variety) and how to pick Harvesten 
should use sharp rose shean and . mmd&ely in a bucket 
(cleaned every day and fitled with 3- 
4 lhes of water cimtaking 
bactericide). Trampat to 
Packhow. When zhe bucket is full 
take to the end of the row and place 
on mUey @rot& from the 
elements) with otha 6Ikd buckets. 
Immediately move to cold stoR 
(2'C) and keep there for at least 2 
h m .  

5. Sort flow= by quality and size 
awrd'mg to market specifications. 
Bunch flowers acmrding to market 
specifications ( 1 4  20s. 25~,5O~) 
and II& stems to same kn& for 
each bunch. Stand bunches in water 
ea in  with P-V~ and P* back 
in cold store before find p a c k 2  
ioto boxes with sleeves around each 
bunch (see below). 

6. Boxes shauld be pre-cooled and 
transported to the x i q m l  via 
refrigerated truck 

1 roses with new varieties 
developed contirmously. 

R, varieties can be divided into 
three groups: 

1. Hvbrid Tea Long and 
medim-stemmed, generally 50-120 
cm in length, larger flower and 
generally more ten&r man 
Floniunda, smaller yields, shorter 
vase life, higher prices. New 
,di ed roses 50-75 
, length are ob higher 
)-~eldiig with longer vase life. 

2. Floribunda Short- 
stemmed, 35-60 cm stem length, 
lower prices, higher yields, bener 
vase life. 

3. w. Often as much as 
6 flowers per stern, but generally 
uneconomical for Icmg distance 
sipping and a limited market (same 
for ,inis), 

top on the md 
in 1994, included: 

Large-Flowered: Madelon, First 
Re4 hphyta ,  
Jacaranda, Timeke, 
Vivaldi, Idole, 
Texas, Nobless, 
Sonia, Red Velvet, 
Escada 

~ ~ ~ l l - ~ l ~ ~ ~ ~ d :  Frism, ~ x i m o ,  
Motrea, Kiss, 
Mercedes, 
Lambada, 
Gabrielle, 
Souvenir, *pa, 
Jaguar, Carolien, 
Ri Safari 

Before deciding upon a variety or 
varieties for production, growers 



should anslyre the market and 
growing characterist~cs of each 
variety carefully. Some varieties are 
more suited to Ugandan growing 
condit~onl and some have a proven 
Gack rzccrd in the market. Newly 
introduced vaneties may earn high 
prices in the first year of production, 
but pfi'ces generally fall in following 
years. Tried and true varieties are 
the safest bet for a new producer, 
Also, choice of variety will 
significantly affect a f m ' s  cost for 
planting materials - not only for tbe 
planting material itsetf, but, often, 
for royalty payments to the breeder. 

Recently, new rose varieties (eg. 
Diadem, Rumba) suitable for 
outdoor production in Uganda have 
been introduced on the ma&& 
offering sisificant potential savings 
in greenhouse construction costs. A 
few Ugandan farms are producing 
Limited quantities of these varieties 
It is unclear at this point what the 
potential market demand for these 
varieties will be. 

3 
Yield 

T able 1 shows the top 
varieties produced in 

' Uganda and range of yields reported 
by local farms. 

4 
Time to First 

HawestiSeasonality 

T he fmt blooms appear about 
4 to 5 months from planting. 
It takes up to one year to 

reach full pmchdon. Peak y i c b  
coincide with the expolt season of 
October-April- Yield drops 10-20 
percent in the lam years of useful 
life (generally 6-8 years) of the rose 
plant 

5 
Pests and Disease Prevention 

owneb Mildew. Powdery 
Mildew. Grav Mold. high. 
Good ventilation, 'I) 

particularly at night, coupled with 
sulphur burners and appropriate 
fungicides, are essential. 

tder Mi Regular hspection 
of leaves followed by application of 
appropriate insecticide &ch as 
Ambush before majoe infestation 
M%m. 

M. Protect the heads from 
water which w~ll cause botrytis in 
the bloom; keep irrigation below the 
heads of the plants. Use sulphur 
burners and fungicide as required. 

Some pesticides and insecticides 
may be harmful to certain varieties 
of rows. Check with the breeder 
before applying chemicals or test an 
application on a mdl area of the 
variety before spraying the entire 
crop. 

6 
Fertilizer Requirements 

S oil analysis should be 
conducted regularly and 
levels of required fertilizer 

will vary depending on the nursery. 
If nutn'ent deficiencies are found, 
fertilizer applications will be 
requhed. Basic elements required 
are nitrogen, phosphorous, calcium, 
magnesium, and sulphur. 
Supplementary elements are iron, 
manganese, copper, zinc, boron 
(trace), and molybdenum (trace). 
Fertilizer applications are typically 
done through irrigation lines 
Cfertigation'). 

I 
I , I  Water Requirements 

2h.!zM 
Ugandan Rose Production and Yields by Variety 

YBjgY 4Ecz@& s?mhd 
First Red 13.5 130-140-200 
Cream Prophyta 3.3 220-240 
Rumba 3.3 120-140 
Frisco 3.0 330-350 
Konfetti 3.0 150-200 
Souvenir 2.8 , 290-3 10 
Gabriella 1.5 180-220 
Normal Prophyta 1.0 
Sasha 1 .O 
Nicole 1 .O 
Jaguar 1.0 
Versilia 1 .O 
Rodeo 0.8 
Vanilla 0.8 
Golden T i e s  0.5 
Saphir 0.5 

A rose farm will need a good 
irrigation system installed 
which typically also applies 

fertilizer to the crop. .4s with 
fertilirs, soil should be monitored 
frequently (daily) for moisture 
content Irrigation +ems should 
be designed to avoid spraying water 
on the heads of plants which will 
cause botrytis. 

I 

Along with water requirements 
during harvesting and packing, a 
rose farm is a high water consuming 
operation. Therefore, a large and 
reliable source of water should be 
available on-site. 
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million stems per year. 

In 1994, the Netherlands supplied 65 
percent of the EU market with 
exports of 1,561 million stems. fhe 
next largest supplier was Israel with 
233 million stems, followed by 
Kenya (197 million), Zimbabwe 
(124 million), Ecuador (40 million), 
Canary Islands (36 million), 
Colombia (Z4 million), Morocco (25 
million), Zambia (22 million), Brazil 
(17 million), Tanzania (15 million), 
Uganda (15 million), and Malawi 
(14 million). 

The European rose market is 
expected to continue to grow, with 
smail-flowered varieties maintaining 
their dominant markel share. Some 
industry so- estimate that 
demand will increase a further 150 
million stems per year over the next 
3 to 5 years. Coupled with an 
expected decreasimg Dutch 
production area, another 100 
hectares of production area will be 
required. East African countria 
&cause of their climatic advantages 
and relative proximity to the market, 
will be in the best position to take 
advantage of this. 

M ost sales through the 
Netherlands are 
determined using the 

auction system. Deductions from 
the sales price varies by the type of 
import system used. 

Dutch Auctioneers: clearing 
costs and transport to auction of Dfl 
1-3 per box i w s t  for store 
facilities; repacking at the auction of 
Df12-4 cents per stem; auction 
commission 7.2% (Auction Flora) 
with bucket hire and other casts 
about 10% ffcm the total selling 
price 

Table 2 
Average 1995 Rose Prices on the Aalsmeer Auction 

(US cents/stem by source for First Red and Frisco varieties) 

Netherlands 49.1 16.4 
Kenya 38.8 18.2 
Zimbabwe 35.8 12.1 
Tanzania 48.5 
Zambia 29.7 
Malawi 29.1 13.3 
Uganda 32.1 15.2 
Israel 41.2 19.4 
India 26.7 
USA 41.8 
Average 45.5 16.4 

I 

of sbipping directly to a wholesaler 
or supermarket, in which case only 
transport and clearing costs would 
be incurred. 

box + cost for store facilities; 
repacking of Dfl2-4 cents per stem; 
auction provisions of 7% from the 
sale price 

Sales through Import 
Companies: If sold diectly to 
exporters, wholesalers and 
supermarkets - clearing costs 
similar to  auction; 2-40/0 for 
repacking by importer; 5-10% for 
importer awunission. If sales are 
not direct, but through importerr 
add auction provision costs. 

Of course, an exporter has the option 

Flower prices vary depending on 
variety, quality, season, and source. 
Average 1995 rose prices (US 
centdstem by source) on the 
Aalsmeer Auction in Holland for 
F i  Red and Frisco varieties are 
given in Table 2. 

found that production area stands at 
aroiind 32 ha in 1996. Vganda w~ll 
be competing in the European 
import markets with suppliers from 
Afnca (many of which have been 
inmasing production also), the 
Ne&eriands, and South America. 
U-mdan production of roses dwarfs 
the 900 hectares under pmduction in 
the Xetherlands. While Dutch 
production is expected to fall in the 
fume, because of an kreasing 
inability to compete wirh lower cost 
suppliers, no one expeas it to lose 
its market dominance nos reputation 
for top quality to other supplien. 

I 14 

I Competition 

b a t e d  rose producrion area for 
leading African producing nations is 
provided below: 

Zimbabwe 200 ha 
Kenya 80 ha 
Uganda 32 ha 
Zambia 20 ha 
Tanzania 18 ha 
Swaziland 9 ha 
Malawi 6 ha 

A recent study on comprative 
production costs amon* rose 
producers in Zambia, Zimbabwe, 
Keaya, and Uganda sbowed that 
capital costs and unit costs of 

h p o a  Auctioneers (Tele 
Flower Auction): clearing and 
transport to auction of W 1-3 per u gandan production bas 

been increasing steadily. A 
m t  survey or rose farms 

production are lower in Uganda. 

15 



m 
Ugandan Rose Farm Production C o s ~  

19,200 25,900 17,000 21,666 26,400 

7,000 4,200 13,333 9,600 

BuildiigRvIachinery Repairs 6,050 4,000 3,800 8,000 4,400 

1,600 6,000 

42,000 42,250 40,580 47,560 5221 

19,90Q, 19,150 20,961 23,270 23,83 

I Cost of Production 

T able 3 provides estimates of 
production costs for 
Ugandan rose farms from a 

1996 survey. 

16 
Profitability 

u sing sample data for a fiw- 
hectare Ugandan rose farm 
and adding in the 

packaging, freight, and marketing 
costs, an estimate of farm 
profitability (USSha) can be made 
for various types of roses (see Tab& 
4). Note that these three costs ma& 
up more than 50 percent of total 

17 
Investment Requirements 

T able 5 giva  investment 
estimates mmpiled by ABN 
AMRO for a five-hectare 

Ugandan rose farm completed in two 
phases. The figures are illustrative 
only and will vary depending on 
project. Feaubil i  studies prepared 
for other potential Ugandan rose 
fanns show invesrment costs for 
developing a two to three-hectare 
Farm mging from USS1.3 million to 
US31.7 million. A recent study of 
Ugandan flower b s  shows 
investment costs ranging from 
USS26.55InP to GS33925/mz for 
two to six-hectare h s .  

The greenhouses in the example 
given in Tabfe 5 pe made from 

I wooden h u e s  with p l d c  coven. 
lfmetal greenhouses wax 
constructed, wsts would be 
significantly higher. Omer building 
Investment would inciude grading 

I and packimg area, pre-cuoling area, 
1 cold store, materials stwage, offices, I 

i pump room, workshop, store for 
fatilizers and pesticides, and staff 
-musing. Farm equipment 
requirements include drigeration, 
snlphur evaporators, irrigation 

I I squipment, spraying equipment, 
/ Iaboratory equipment, &foliating 
i rcachines, generators, aop support 
j kqeem, rose scissors, buckets, 

i 
I 
j 



Table 4 
Net Revenue for Sample Ugandan Rose Farm 

(USSha) 

Large-Flowered Srii.11-Fiowered 

verage stem size {crns) 

1,400,000 3,000,000 
Average Auction Price 0.32 0.16 

Revenue 449,400 492,000 

Production Costs 77,530 77,530 
Depreciation 42,000 42,000 
Interest 19,900 19,900 
Packaging N 8,540 10,200 
Freight L? 85,450 90,000 
Marketing /3 47,809 49,081 

otal Cost 281,229 288,711 
et Revenue 168,171 203,2891 

/ I  carton cosr esnmaterl at USS2.00, Kraft paper USSl 60 KSSO 04hunch) 
/2 Freight US1 85;Kg (overage 55cm=29/kg, 50cm=d0& -IOcm=59/Kg) 
N marketing costs including clearance and all auction c h a m  

, Table 9 
Investment Costs for a 5 ha Ugandan Rose Farm 

(two 2.5 ha phases,k~$) 

I Useful Life (Years) I Phase I (2.5 ha) I Phase Il (i2.5 ha) I Total Cost 

L a d  

Greenhouses 

Irrigation Pumps 

Buildings 

Other Tech. Materials 

Tools, Office Equipment 

Plastic 

Generator 

Communication Equipment 5 19,600 19,600 

Plant Materials 5 287,200 287200 574,400 

Cool Area 10 60,000 60,000 

2nd hand vehicles 3 48,900 48,900 

Land Preparation 6 85,700 20,000 105,700 

Total 891,300 476,800 1,368,100 



trolleys, gradi-?: eqiipnient, other hand ::ols, and vehicles (inckiing refrigerated tr;.c;'r. 

In addition to iznd costs, there may be a2ditional costs for land ciearing and grading, b i n a g e ,  consmction o f a e s s  
roads, and elere:czl and telephone instzI13;ion. Costs for planrLnz_ materials will vary widely depending on v a n 9  and 
whether pa)liirnt r,fio>alty to a breeder :s required. 

!t is clear t!ar capI-al insestment requirzzents for a reasonable-sized iose farm is quite iigh. A well-managed km, 
however, can artin substantial returns on this investment in only a shon period of time. 

NOTES: 


