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ABSTRACT

In this study an attempt is made to investigate
the marketing systems Tfor agricultural chemicals and
farm tools in Uganda, for the years 1984 to 1986.

The study focuses its attention mainly on two
aspects of the trade. First, it attempts to analyze
the structure of the agro-chemicals and farm tools
marketing systems. Second, the conduct of the market
is investigated in an endeavour to reveal the
patterns of the market behaviour.

The study is based -on primary data obtained by
interviewing Ffirms, institutions and farm supply

shops involved in either procurement or in-country

distribution of the inputs. The study covers parts
of eastern, central and western regions of the
country. The survey was carried out during the

months of February 1987 to April 1987.

Questionnaires were used to obtain data.
Secondary data have been used whenever they have been
available and found to be relevant. Analysis of data
has been done by cross-tabu lation.

The results show, Tfirst, that the public sector
has assumed a greater and growing role in the
procurement of agricultural chemicals than both the
private and cooperative sectors. The percentage
value of agro-chemicals handled by the public sector

was 25. 48 and 71 for 1984, 1985 and 1986
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respectively. The corresponding figures for the
private sector were 57,15 and 14 while the figures
for the cooperative sector were 18, 37 and 15 for the
three vyears respectively. On the other hand, the
private sector’s vrole iIn the procurement of Ffarm
tools has been growing while that of the cooperative
and public sectors has been declining. The results
show the private sector to have grown by 169 percent
over the three years while the public sector fell by
27 percent and the cooperative sector by 28 percent.
Second, the procurement systems are characterised by
a high degree of concentration and inequality,
indicating lack of competitiveness in the trade.
Despite this, no firms or institutions have

consistently monopolised the procurement of both
categories of inputs, over the three years under
study. Third, there 1is no uniform pricing system for
the 1inputs and actual pricing 1is based on speculation
emenating from the scarcity of these inputs. Fourth,
the study reveals lack of credit facilities, poor
transport infrastructure, haphazard procedures of
foreign exchange allocation, negative real interest
rates, limited working capital and poor market
information network as the main constraints in the
procurement and in-country distribution of

agricultural chemicals and farm tools.



Re-organisation of the marketing systems through
establishment of a national agricultural inputs
coordination unit may help to improve the efficiency
of the marketing and distribution systems. The
average margin (appendix 11) earned by licenced farm
supply shops is 37 per cent, while that for the
open market 1is 82 per cent. Thus establishment of the
inputs cordination unit may reduce the prominence of
middlemen and the growing role of the open market in
this trade , thereby reducing prices paid by farmers
for these 1inputs and creating incentives for adoption
of modern farming practices. It Is suggested that
the government adopt a foreign exchange al location
policy which reflects the sectoral-contributions to
both gross domestic product (GDP) and foreign
exchange earnings of the country. In addition, the
government should consider adopting a system of
direct and regular allocation of foreign exchange for
critical agro-industrial inputs producers. This may
alleviate the existing inputs scarcity as well as
reducing the high prices farmers have to pay for

these 1iInputs.



CHAPTER ONE

INTRODUCTION. THE PROBLEM AND OBJECTIVES OF THE STUDY.

1.1 INTRODUCTION
1.1.1 AGRICULTURE IN UGANDA *S ECONOMY

Agriculture plays a dominant role in Uganda’s
economy. This is in terms of its contribution to
gross domestic product (GDP), employment, government
revenue, and 1iIn provision of raw materials for the
country’s agro-based industries.

Inspite of a 30 percent fall in agricultural
output between 1970 and 1985 (Uganda Rehabilitation
and Development Plan 1987/88 - 1990/91), the sector’s
contribution to total GDP averaged 49.4 percent over
the same period (appendix 1). The data in appendix 1
indicate that on average the monetary subsector
contributed 21.2 percent while the subsistence
subsector contributed the remaining 28.2 percent.
While the monetary subsector decreased over the
years, the subsistence subsector was expanding. The
explanation to this trend is contained in Kuiklijk
Institut Voor de Tropen’s (KIT) report of 1984 where
it is asserted that most of the agricultural activity
takes place in the small holder subsector comprising
of over 80 percent of the population. These tend to
be more of peasant than commercial farmers.Other
factors that may have led to the decline of the

monetary sector include Uganda’s war with Tanzania



(1979), the expulsion of Asians who had controlled a
large portion of the monetary subsector and the
continuing war against insurgents.

It is revealed in appendix 1 that over 90

percent of the country’s population is based in rural
areas. In addition, KIT (1984) reports that

agricultural sector provides an income to as many as
93 percent of Uganda’s population. These two provide
evidence to the fact that agricultural sector’s
contribution towards provision of employment 1is very
high. Muthee (1986) goes further to support this
when he asserts that most of the production of cash
and food crops 1is under taken by small scale farmers
vho operate less than 2 hectares per household. In
1983, the traditional export crops (like coffee, tea,
tobacco and cotton) accounted for 20 percent of the
total cultivated land while the food crops covered
i+e remaining 80 percent (Report of the task force
on crop Ffinance, hereafter referred to as T.F.C.F.
report) These were mainly grown on small sca le
family farms as only less than one percent of the
total cultivated land was large scale estates. The
cash crops have for a long time formed a base for the
country s foreign exchange earnings. For example,
coffee current ly contributes over 95 percent of
Uganda’s foreign exchange earnings (Uganda

Rehabilitation and Development plan (1987/68-

1990/91) .



The actual contributions from agricultural sector to total
of exports from 1978 to 1985 are presented in table 1. The
suggests that the sector is the single foreign exchange earner

he country as it, on average, contributed 97 percent

1. COMPOSITION OF EXPORTS (F.0.B) 1978-85 IN 1966 PRICES

(MILLIONS)

1978 1979 1980 1981 1082 1933 1984 1985

LTURAL

S 342.60 434-60 343-60 244.10 345-70 364-70 386.20 375-00
10.60 510 2.20 2.50 0.70 2.10 6.60 2.30

[AGITC-

AL

S 97 99 99 o) 100 99 98 ®

Compiled from Background to the budget 1986/87.

Percentage figures are to the nearest whole numbers.



to total value of exports from 1978 to 1985. Given
the current shortage and strong need of foreign
exchange to rehabilitate the country’s economy, and
the need for food self sufficiency, it appears that
increasing the country’s agricultural production is
the appropriate solution.

The need to increase agricultural productivity
is Ffurther supported by the T.F.C.F. (1984) report
which states that the sector contributed
significantly to the growth of the economy during the
recovery period of 1980-84, accounting for 75 percent
of incremental growth in GDP. From the same report
42 percent of government revenue in 1983 ori gnated
from the agricultural sector. This together with the
fact that, in 1984, twenty seven per cent of the
government’s tax revenue was through agricultural
export taxes (KIT, 1984) reveal the 1importance of
this sector 1in generating government revenue. The
government’s ten point recovery programme stresses
the need to develop an integrated and self-sustaining
economy . This 1implies creating strong forward and
backward linkages between the various sectors of the
economy, and especially between the agricultural and
industrial sectors.

Currently, industrial activities are largely
agrobased; for example; coffee processing, cotton

ginning, tea-processing, cigarettes manufacture,



textile industries, edible oil, leather products
manufacturing, sugar refining and grain milling.

The structure of these industries implicitly
emphasizes the importance of the agricultural sector
in providing the necessary raw materials to them. If
the agricultural sector is to mantain its role as the
basic supplier of raw mater ials to industries, as the
major foreign exchange earner for the country, as a
major source of revenue and employment to the
major ity of the population, and as the major
contributor to realisation of increased GDP, it has
to be modernized. This 1in turn requires increased

use of modern Tarm inputs.

1.1.2. ROLE OF FARM INPUTS IN INCREASING AGRICULTURAL
PRODUCTION:

Economic  theory, on regard to agricultural
production, suggests that a farmer’s performance,
measured in terms of output per unit of land, will
depend on the quality and quantity of agricultural
inputs utilized (ceteris paribus) within the Tfeasible
region. In addition, a number of empirical studies
have been <carried out, in many countries, on the»
importance of agricultural inputs in both crops and
animal products production. Doude et al (1972)
stress the importance of fertilizers, in

combination with other inputs, in realising



increased agricultural productivity. In Uganda, KIT
(1984) and Michael Norsworthy et ai (1980) stressed
the unavailability of farm inputs as the major cause
of the drop 1iIn agricultural production. Tumbo-oel i
et al (1983) give continuous farming as the major
cause of soil fertility depletion and growth of
pests. Thus, as scarcity of land continues, the need
to wuse TFertilizers and pesticides grows. Muthee
(1985) found out that in some parts of Uganda it is
no longer possible to carry out shifting cultivation
due to land scarcity. Muthee (1975) suggests
solutions to such situations and goes further to
support his views by citing W.A Lewis and the
international labour organisation (1972) report.
Generally the need to increase use cf
agricultural inputs to be able to realise high yields
has been stressed. The forementioned studies suggest
that growth of crop production will come from more
productive wuse of existing resources, including
modern farm inputs like fertilizers, improved seeds,
agricultural chemicals, farm tools, extension
services and agricultural machinery. Similar
feelings are expressed by Kayondo (1975) and Paterson
(1980). The Uganda Government Rehabilitation and
Development Plan (1987/88-1990/91) underscores the
importance of agricultural inputs use as a means of

achieving the country’s economic recovery. The



achieving the country’s economic recovery. The
extent to which these inputs can be utilized at the
farm level depend, among other things, on the
existing marketing system that Ilinks the agricultural

sector with the wider economy.

1.1.3. ROLE OF A MARKETING SYSTEM IN AGRICULTURAL
DEVELOPMENT WITH EMPHASIS ON THE CHANNEL FOR
AGRICULTURAL INPUTS.

Marketing is defined as the performance of all
business activities involved in the flow of goods and
services from the point of initial production until

they are in the hands of ultimate consumers (Kohls et

§[» 1972). Hence a marketing system is the
organisation in which marketing functions are
performed. It helps to link a farmer with the rest

of the economy as it enables him / her to sell off
his/her surplus produce while obtaining inputs
required for his production process, as well as final
goods he does not produce but requires for his
consumption. Thus to provide enough 1incentives to a

farmer with intent to making him more productive and

integrated in the whole economy, three basic
marketing channels that he requires must be
harmoniously and simultaneously developed. These
are: -

(i) channel for his produce.

(ii) channel for consumer goods and services



that he requires but does not produce.

(iii) channel for farm inputs.

The channel for agricultural inputs is of
critical importance to a farmer since it is through
it that he acquires farm inputs so as to realise
surplus production which he may dispose of and obtain
the deficit consumer goods and services. The more
farm inputs become accessible to farmers, the more
the farmers can be said to be enlarging or enriching
their production resources. This change in the
quality and or quantity of existing productive
resources constitute progressiveness in agriculture.
Such progressiveness is realised through the adoption
of modern farming techniques, which in turn imply
that farmers become increasingly dependent on
agricultural input supplies. All this 1is achievable
only when farmers have at theirdisposal an efficient
economics supply system that meets their growing
demand for Tfarm inputs.

The existence of an efficient and flexible
agricultural marketing system makes it more readily
Possible to achieve a smooth transformation of the
agricultural sector in line with national

development strategies of any developing country

rwa, 1979). In addition, Mosher (1966) had earlier
identified what he called fiveessential requirements
that constitute a wheel for agricultural

development’. These are: markets forfarm products,



new farm technology, local availability of farm
supplies and equipment, adequate incentives for
farmers, and transportation Tfacilities. of these,

local availability of farm supplies combined with
adequate transportation facilities are essential pre-
requisites of a well developed marketing channel for

agricultural inputs. The 1importance of this channel

in Uganda, 1is reflected in the current rehabilitation
anddevelopment plan (1987/88-1990/91) which

attributes the decline in agricultural output to lack
of proper marketing channels and shortage of both
imported and local inputs, among other reasons.

The benefits of technical innovations in
agriculture, both at the national level and at the
farm or household level are summarized by Gorfield
(1979). These are in line with Uganda Government
policy of improving the welfare of households as well
as diversifying and increasing agricultural exports.
To realise these goals, it iIs however necessary that
there exist an efficient agricultural 1input marketing
system. Such a system should possess the fol lowing
characteristics.

@) It should provide farmers with access to a

wide range of agricultural inputs,
appropriate to the level of technology used

in their crops/livestock enterprises.
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> | shouti® make inputs available to the
farmer at or near the site of his or her

orop/livestook enterprise.

© It should make the inputs available on a
timely, if not continous basis, commensurate

with the seasonal nature of the farming.

@ It should be composed of a sufficient
number of suppliers so as to provide a
competitive environment for serving the
farmer’s needs at input prices which
reflect the real financial costs to the
suppl ier of commodity in terms of
procurement or manufacture, transport,
storage and sales.

In summary, improving the agricultural inputs
marketing system in Uganda, 1is very essential to
provide incentives to fTarmers to enable them adopt
modern technology in farming and thereby realise
increased crop production. This 1In turn necessitates
carring out a study to establish the nature of the

existing 1Inputs marketing system.

1.2 THE PROBLEM

Uganda’s agriculture 1is characterized by a low
level of input-output technology (T.F.C.F. report,
1984). Despite this lack of modern farming systems,

government policy 1is to realise high and
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increasing agricultural production which may then

alleviate the current foreign exchange shortages and
create food self-sufficiency. According to the
Agricultural Rehabilitation Report (ARP) of 1905,
production of the main food crops declined by 50
percent iIn the period 1976-1980 due to lack of  Dbasic
agricultural inputs, among other reasons. An
agricultural rehabilitation programme was therefore
launched with the objective of increasing food
production through procurement of basic agricultural
inputs and then encouraging Tfarmers to use them. The
objective of increasing agricultural productivity is
closely linked to the need for an efficient
agricultural input marketing system (see section
1.1.3).

Based on a preliminary survey carried out in
January/February 1987 and the existing literature on
marketing and distribution of agricultural inputs in
Uganda, the following were identified to be the major
problems facing the marketing and distribution
system:

First, there is lack of reliable statistical
information on the marketing and distribution of
agricultural inputs.

Second, there are serious shortages of
agricultural inputs at the farm Ilevel. The little

that may be availble is at times supplied out of
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season and at continually escalating prices.

Third, there 1is the absence of a well organized

input marketing system, reflected in lack of a
suitable network of distribution channels with retail
points as near as possible to the farmer.

Fourth and finally, credit is not easily
available at every stage of the marketing system.
Thus importers may lack local cover while local
distributors and farmers may lack funds to purchase
enough of the inputs.

In an attempt to overcome some of these
problems, it is therefore necessary to undertake
research in order to highlight the nature and scope
of these problems and thereafter offer suggestions as
to how the efficiency of the marketing system may be
improved. This study focusses on specific

agricultural chemicals and farm tools.

1.3 OBJECTIVES OF THE STUDY

The major objective of the study is to analyse
some aspects of agricultural chemicals and farm tools
marketing so as to reveal any existing major
imperfections and malfunctions within the marketing
system. This may be further stated in two broad
objectives as follows:

@ To ascertain the structure of the market

for both agricultural chemicals and farm tools in
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terms of market concentration, market transparency

and market

entry. Within the framework of this

objective the study also focusses on

()

(b)

(i)

Identifying market functionaries within
the marketing system.

Indicating procurement and distribution
channels as well as revealing both
procurement and distribution constraints.
Indicating sources of supplies, purchase
arrangements, sources of funds and terms
of sales.

To evaluate the market conduct of the
identified marketing functionaries. This
involves examining the buying and selling
behaviour of various marketing
functionaries. This objective may be
further sub-divided as fol lows: -
To examine the pricing system for these
inputs. Accordingly, factors affecting
the uniformity of pricing by the
different marketing functionaries and the
pricing formulae adopted by each category
of the marketing functionaries are
identified and discussed.

To identify factors leading to choices of
sources of 1input supplies and those that
determine the type of inputs stocked by

farm supply shops (FSS).



-
-
-

o/

14

To 1indicate sales promotion efforts taken

to attract customers.

To examine the foreign exchange
allocation policy and indicate how it
influences the availability and prices

paid by farmers for these iInputs.
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CHAPTER TWO

LITERATURE REV JEW

i
A number of empirical studies have been carried

out, in many countries, on agricultural marketing.
Examples of such studies include:- Hays (1975),
Kohls and Downey (1972), Ackello-Ogutu (1976), Orwa (1979)
Schmidt (19/9). In all cases the framework of

analysis adopted some or all the four elements

identified by Pritchard (1969) as necessary for

formulating a research framework for analysing
agricultural marketing systems in developing
countries. These elements are:-

©O) Market structure,
A set of economic theories relevant
to marketing,
(iii) 1he theory of effective competition, and

av) Ihe general theory of economic growth.

These are further discussed 1in chapter 3. The
forementioned studies have stressed the importance of
agricultural inputs and the need to make them
accessible to farmers. Despite this wide coverage of
agricultural marketing, very few studies have been
tarried out on marketing and distribution of

agricultural inputs in Uganda. These include Jaykay
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Agencies (1971). Mukasa (1964; and Muthee

1985, 1986). All these are publications which do
not provide the methodologies used in their data
analysis.

Jaykay agencies (1971 > and Muthee(1986) reveal
that Uganda used a considerable amount of
agricultural inputs and had a well developed inputs
distributions system. during the period ending in
1972. Accordingly fertilizer consumption was
estimated at 26.665 metric tonnes in 1969 and 1its use
had declined heavily during the period 1975-78. Both
studies disclose that distribution of agricultural
inputs was entirely in th> hands of Iprivate traders
nd cooperatives betore the declaration of economic
war in 1972. In this same period, most agricultural
inputs were produced in the country. Examples
include hoes at Chi 1llingt.on and IJGMA and fertilizers

lororo. lte dec larat ion of economic war in 1972
dismissed the original owners of most of the Ffirms
that were either 1involved in local production or
procurement and in country distribution of the
inputs. Accor r.lig to Mukasa (1984) and Muthee (1986)
‘his culminated into a situation of low input supply
as most Firms ceased operation. They Rive the

closure of Chi 11lington anil 1JGMA and *the subsequent
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clusure of Tororo single superphosphates factories as
supporting evidence. Appendices 3,4 and 5 indicate
that the dema)r)1"d for agricultural chemicals and farm
tools exceeded their supply. For example an average
of 159.40, 260, and 1120 tonnes of Tfungicides,
herbicides and insecticides respectively demanded
were not satisfied for tire years 1971 <o 1975. This
reflects the scarcity of these 1inputs characteristic,
of the period 1972-1979.

Mu thee (1986) further reveals that the post 1980
period in Uganda was characterized by heavy inputs
imports by the government, donor agencies, private
tiaders, and the cooperatives represented by Uganda
Central Cooperative Union ( 1JCCU). Table 2 indicates
that the government, got heavily involved in inputs
procurement and distribution which disrupted the

pre-1971 channels ol distribution.

Table 2:Percentage Values of Agricultural inputs Handled by
Government tinisj ies, Cooperative Unions

and__ Priyate Firms (1981-1983 Returns)

SECTOR 1981 1982 1983
GOVERNMENT 20. 7 39. 1 55.0
COOPERATI1VE 5.0 21.5 15.4
PRIVATE 74.3 39.4 29.6
TOTAL 100.0 100.0 100.0

-SOURCE: COMPILED FROM APPENDIX 23.
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The table demonstrates that government
involvement in marketing ot agricultural 1inputs was
significant contrary to *the pre- 1971 period when the
marketing was entirely in the hands of the private
and cooperative sectors. this increased involvement
by the gorverment sector reduced the participation by
the private sector.

Reports by Muthee (1905, 1986) and Mukasa (1984)
3= further to indicate that the nearest supply source
Nt inputs to farmers is at district major towns which
*re situated very Tfar from the majority of the
farmers. The reports give three major channels of

distribution during the post 1980 period. These are:

(i) inputs procured by government ministries
were distributed through government and

pro ject olf ices.

(ii) lhose procured by UCCU were distributed

through district Cooperative Unions and
J

primary societies.
\V *
(i) Inputs handled by private traders were

distributed through their agents, FSS and

sometimes directly to farmers.

Muthee”s (1986) report, in particular, indicates
that farm tools and agricultural chemicals formed the

largest percentage of agricultural inputs handled

during the period 1981-1983.
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Table 3 :PERCENTAGE VALUE AND COMPOSITION OF AGRICULTURAL. INPUTS

11981-1983)

CATEGORY OF INPUTS 1981(%) 1982(%) 1983(%)
TRACTORS AND EQUIPMENT/

PROCESSING EQUIPMENT 18 13 20
*0X-PLOUGHS 4 2 6
TOOLS AND OTHER EQUIPMENTS 34 25 39
CHEMICALS AND DRUGS 43 57 34
SEED 0.8 2 0.5
IMPROVED® LIVESTOCK - 0.5 0.02
FEEDS 0.15 - -
TOTAL™* 99.95 99.50 99.52
SOURCE: Muthee, December 1986: Strategies FOR

Improving Availabillty And Distribution OF

Agricultural Input s In Sou th Wester n
Uganda.
»Fhe Figures do not add up to 100% due to
Rounding
Mu thee’s repor ts a 1so iecommended that

government should discontinue physical handling 0f
.inputs and wuse their expertise and experience in
distribution to strengthen the existing cooperative
and private sector supply system. He points out that
Kenya’s agricultural inputs marketing systenm is

comperatively better streamlined than Uganda’s.
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This, 1in his argument, 1is attributed to the fact that
procurement and distribution of agricultural inputs
in Kenya 1is in the hands of cooperatives and the
private sector, while the government’s role has been
that of strenghthening the cooperative movement and
providing adequate incentives to private traders.
All these studies carried out in Uganda have revealed
that all agricultural inputs 1iImported to Uganda come
from Kenya or overseas. The 1imports by government
ministries were tendered to local firms or their
principals overseas. These 1included grants, loans
and limited imports for their normal institutional
activities. In additional to these tenders, however,
private Ffirms organised limited importation of some
of the popular input items using their own equity or
commercial bank loans and overdrafts.

The imported inputs were sold to farmers on a
cash basis, except for Mational Tobacco Corporation
[flov BAT, 1984 (U) LTD] which provided inputs to
registered growers on credit. This lack of credit
facilities to farmers 1is also expressed by Muthee
(1985). He emphasises that credit is not availed to
farmers rlespite the fact that there wused to be
various types of credit schemes for Ffarmers. He
gives as examples the precessive farmers scheme in
Lango, Masaka group farming Jloans, tea and tobacco

loans, ranching loans, package loans for maize,
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sorghum, groundnuts, and ef~ cooperative credit
scheme tor farmers. He states:- ‘"prior to 1971
default rates never exceeded 2 percent per annum but

after 1971 it rose to over 10 percent per annum.

Mi is performance is c mimendable considering the
situation prevailing in the post 1971 period and
demonstrates that farmers can handled credit if the
administration mechanisms are well organised™.
Onchere (1976) veals that in Kenya loan/credit
facilities are available in very small amounts and

a lew farmers. i"lis  situation is however
recommendable compared to the one in Uganda.

I he role of credit in modern farming has been
emphasised by a number or studies. Pischke (197/*),

havondo (19 <5) and Muthee (1975) have stressed credit,

as an essential ingrerlient. in making the impact of
agricultural inputs on pnuiuction to be better
realised. Indeed availabi) iiv of credit to farmers

provides mor,e inputs alld Isence higher yields while

credit to marketing agencies improves the ir
etiiciency both in procurement, and distribution. The
issue of availability ol credit to market
intermediaries in Uganda tins neverJ been tackled,

although if may be onr- of the major constraints that

obtain in the market for agricultural chemicals and

farm tools.

In their report, Tumbo oeri et al(1963) discuss
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the operations ol fertilizer market and identify
current importers and distributors of both fertilizer
and pesticides 1iIn Kenya. They point out constraints
that obtain in the market lor agro-chemicals in Kenya

and in particular noted that price control on

fertilizers was rather severe. Some recommendations
are made in the face or price controls that are
em"cared towards provision m effective incentives for
rural distribution. The report reveals how margins
mo shared between importers, main distributors and
stockists. The 1l1liCensing procedure for TfTertilizers
and pesticides are outlined. In the case of
fertilizers the licensing of 1imports tends to Tfavour
those with distribution network 1in rural® areas which
ar& geared to meeting the needs of small scale
farmers. for pesticides, an advisory committee
exists with its seer otaii.it in the Ministry of
A€rieu lture. The connin' ttee scrutinizes the
applications arid unlike the case of fertilizers, the
report states: "licences may be refused and
applications rejected if the cost of a product is
ensidered too high and where cheaper alternatives
are available*".

It is revealed in Mm same report that an
operating agreement exist:: between the world’s
largest chemical manufacturers or their subsidiaries

in Kenya and the distributing firms iIn the country.
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Accordingly, the distributing firms agree not to
import on their own account while the importing firms
undertake not to by pass the distributors by making
direct sales to farmers. The implications on the

channels of distribution are outlined together with

the different margins the distributors charge at
different stalges of their distribution process.

In summary, studies conducted on marketing and
distribution of agricultural 1inputs iIn Uganda have
t 1ied to reveal major constraints pertaining to farm
inputs marketing from the points of view of the
farmer. It is only Mukasa (1984) who investigated
tie available facilities for handling the inputs,:
main  sources of supplies and delivery time. He
administered his questionnaires to 9 firms with one
failing to submit it’s returns. A recent survey by
fthe author identified 29 firms and institutions
procuring these 1inputs. This implies that Mukasa’s
coverage was too small to provide a proper insight
into the existing operational constraints in th‘ie
market. Although Muthee 111985 and 1986) gives the
concentration of the market after categorizing the
firms and institutions into government, cooperative
and private sectors, he does not reveal the degree of
market competition (between the firms and

institutions), integration, transparency and market

entry.
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I'he foreinentioned studios have given very little
attention to market conduct in terms of pricing,
1"""tors determining sources ot inputs supplies to
7 nek ists, promotional efforts taken by stockists,
foreign exchange rates and allocation policy and its
impact on the inputs market behaviour. This study
attempts to cover the gaps left by the previous
studies, in addition to reviewing some of the major

r
issues put forward bv both liuthee and Mukasa. Unlike
most of the previous studies, this one focusses on
the various marketing intermediaries as the major
sources of the information that is utilized to fill
lie forementioned gaps. ihis is achieved by use of

tools discussed in chapter three.
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CHAPTER THREE

RESEARCH METHODOLOGY

3.1 CONCEPTUAL FRAMEWORK

it has been stated in Chapter two that most of
the recently conducted studies on agricultural
marketing have adopted what Pritchard (1969) referred
to as "four elements necessary for formulating a
research framework for analysis of agricultural

marketing systems in less developed countries™.

These are:-

Market structure analysis. T)f)]is provides a
model that may be used to asses the performance of1
*he agricultural marketing chain. The key elements
of this theoretical model are those of market

structure, market conduct and performance.

Market structure refers to those
characterisetics of organisation of a market which
influence strategically the nature of competition and
pricing within the market* (Bain, 1967). The
characteristics that. are most emphasised in this
study are:- degree of sellei concentration described
by the number and size distribution and by the volume
of inputs handled; two, market, transparency described
by the extent to which information on prices and
markets exist; three, the condition of entry which

reveals the barriers that may hinder entrance by new
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firms into the market; tour and lastly, the element
of market integration which 1iIs taken to mean the
existence of any systematic coordination between the
procurement and marketing (locally) of farm inputs
and also within the different Ilocal marketing levels
so as to sustain a smooth TfTlow of the inputs to the
farmers.

Ihe second element, market conduct, refers to
"patterns of behaviour which Ffirms follow in adopting
or adjusting to the markets in which they buy or
sell” (Bain, 1967). Important dimension of conduct
include the methods employed by each Ffirm in
determining prices and quantity of inputs procured,
and the sales proinot ion pel icy including the presence
dr absence of coer sive tactics directed against
ither established rivals e¢r potential entrants.

ihe third element, market performance. concerns

fhe economic results that Mow from the industry and

how well itperforms in terms of efficiency and
progressiveness given its technical environment
mBain, 196/). lhe first two elements form the core

el the analytical framewuil for this study, while the
third element 1is omitted due to limitations of data
availability.

A set ol economic  theories relevant to
marketing. "Foremost among these theories are those

of consumer demand, production and resource use,
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pricing and behaviour of the Tfirm” (Hays. 1975). The
economics of input marketing to which these theories
apply are the farmers” demand for agricultural
inputs, the price system that reflects these demands
back to producers or procurers and distributors, and
the methods or practices used in exchanging title and
getting the physical product from the seller to the
buyer in the form and the time and place desired.
This study utilises these theories of general
economics by computing mark-ups rcleceived by the
various marketing agents, including the open market.
Computation of margins which would have provided a
more realistic picture of the renumerations accruing
the various marketing agents has been made
impossible by failure to generate data on handling
costs, transport costs and storage costs. The study
therefore utilizes mark-ups to make i1nferences on the
efficiency with which the various marketing functions
are per formed.
iili) The theory of effective competition. The
basic atributes of the competitive market, according
fo Hays ((1975), implies that all buyers and sellers
have perfect knowledge of demand, supply and prices
and act rationally upon this knowledge. The
»
implications are that it all the buying and the
selling is carried out at a particular point iIn space

and at asingle instant. of time, then auniform
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price will prevail in lhe market. To be more
realistic this concept of a market must be expanded
to consider the fact that marketing 1is carried out in
space and over time. Such an expansion necessitates
an analysis of transportation and handling costs

between buyers and sellers at different levels and

locations, and storage <costs Tfor carrying the
commodity from one period to another. Due to
limitations ofdata on transport, handling and
storage costs, this study utilizes Ngumi’s (1976)
model for assessing pricing efficiency. the model
has four basic characteristics. These are:-

(&> a system of prices that changes with the
market forces of supply and demand;

<b) a net work of prices among geographically
separated markets whose differences are

equal to transfer costs;

© Price differences which overtime are
exactly equal to costs of transfering the
commodity from one period of time to
another;

@ price differences among forms of commodity
from such form of grade or class to
another.

iv> The general theory of economic growth. An

effective agricultural 1inputs or products marketing

system facilitates an optimum allocation of
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resources 1in agricultural production and is a direct
ntributor to total prodnot: as it increases place,

>im”N and form utility c¢t agricultural products (Hays,
'<J(le ®Yy implication a progressive and
technologically receptive marketing system can help
promote economic growth. Although this element of
litehand s (1969) analytical framework is not
in this study, for analytical purposes, it

keen emphasized in chapter one (section 1.1.2).

ine basic information and specific tools used in

analysing data for this study are outlined in the

sect ion below.

=— MAI EHJALS AND TQL,..; USi-M |M THE ANALYSIS

following aspects comprise the analytical

lismework of this stnrly:-

, Ir 1 to meet the requirements of the Tfirst

i tiyi. (1.3 (a)] the fTollowing aspects were 1investigated.

1 Quantities and values of th,e inputs that
wMF? handled by e toh of the major marketing
functional ies tnr the years 1984-1986.

j°r ma lh t ing func tionaries are
restricted to cover only those Ffirms or
institutions that directly or indirectly
import the inputs in addition to purchasing
from Hlocal manufacturers.
Major obstacles in both entering and

remaining competitive 1iIn the business.
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3. Knowledge of each cooperative or private
farm supply shop of existence of other farm
supply shops and prices being charged by
them.

4. The main sources of supplies, purchase
arrangements, sources of funds and terms of
sales for each TfTirm or institution handling

the inputs.

Using the above information and others, the
structure of the market is analysed. As an index to
determine the existing market structure both

concentration and inequality at procurement level for
agricultural chemicals and farm tools are considered.
"Concentration™ refers to the percentage of the
total transactions accounted for by the first four,
eight, twenty five and fifty largest firms and
institutions. “"Inequality"™ 1in this context refers to
the extent to which a small percentage of firms and
institutions control a large percentage of the total
transactions. “"Transaction™ 1is taken to mean the
annual volume (in value terms) of agricultural
chemicals or farm tools handled by an individual Ffirm
or institution. High seller concentration and
inequality reveal lack of competitiveness (hence
oligopolistic or monopolistic tendencies) while a low
concentration may imply tendencies towards

competitiveness, provided there are lower barriers to
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entry (Ackel lo-Ggutu, 1976 And Dain 1967). Normally
market structure determines market conduct (Bain,
1967) and it is through this relationship that the
degree of market concentration may be positively
correlated to the farces at work in any given market
sector for a given product Miller, 1955). These
market forces involve the number of sellers,
quantities of products (inputs) handled by each
seller and pi icp levels which prevail in the market.
Lorenz Concentration Curves for agricultural
chemicals and farm tools are therefore constructed
and Gini coefficients estimated to indicate the
levels of concentration and inequality that exist.
Leve Is of integration inthe market are taken as
indicators of market structure. ItLis within this
context that an at tempi 1is made to examine  the

relations of sollers iIn the market to each other, of
fhe sellers to tinF buyers, and of the sellers

established in the market to potential or actual new
entrants in the market. The information on these
issues 1is Cross-tabu lated and the discussion 1iIs then
based on percentages of responses indicating a given
behavior.

Second, to fulfill objective 1.3 (b) the
following 1issues are investigated:

1 - Prices charged by importers and Farm Supply

Shops (FSS).
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2 - Promotion or torts taken to attract customer.

3 - Factors influencing choices of sources of
input supplies lor cooperative and private
FSS, as well as those influencing types of
inputs stocked.

4 - Foreign exchange allocation policy and
procedures.

The information is then utilized to assess

market conduct. Using this information, mark-ups are

computed for all marketing agents.

3.3 THE SURVEY
3.3.1 DATA BASE:

The study utilizes both secondary and primary
data. Secondary data was collected from Ministry of
Agriculture and Forestry (MAF) and Bank of Uganda
reports. Discussions were also held with district
agricultural and cooperative officers.

An extensive list ol organisations that are
directly or indirectly involved in iImportation of
agricultural inputs was made with the help of Dr.
AM. Muthee (Agricultural secretariat, Bank of
Uganda) and Mr. W. Kalende (Marketing coordinator of
UCCU). A list, of cooperative and private FSS was
obtained us inig the report on business transactions by
marketing representatives during 198S/786  financial
year, Tor UCCU. This was tollowed by a visit to ten

randomly selected FSS in Kampala for the purpose of
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updating the list.

Using a designed questionnaire (appendix 8)
pr irnary data were col lectori from a random sample of
thirty one farm supply shops. A complete enumeration

those organisations involved in importation of
agricultural chemicals and Farm tools was undertaken,
using a designed questionnaire (Appendix 7). This
was despite the fact that there may have been some
individuals or firms which 1import these inputs but
could not be identified. These were, however,
assumed to be insignificant. The selection method

lor the samples are discussed here-below.

>.3.2 SAMPLING

Al1l major marketing functionaries that could be
identified were taken to be representative of Tfirms
Mid iInstitutions that directly or indirectly import
agricultural chemicals anti farm tools. these
totalled to 23. I-or the ease of farm supply shops

the study area (see appendix 6) was stratified into

firee strata namely:- Eastern, Western and Central
keg ion. Kampala district was taken on its own and
did not belong to any of the three stata. 1n
addition, Ncu 1lern Reg ion was omi lled due to

insecuri tve
With exception of Central region where only one
district was omitted (Luwero district), the other

regions or strata were further stratif ied into north
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f
and south. The north ot each Stratum was then
removed from the study area. This substratiiication

was due to limitations caused by lack of funds and
limited time.

Using sampling Without replacement; 9,6,6 farm
supply shops were randomly selected from Central,
Eastern and Western regions. The size of the sample
taken from each stratum (under study) was half of the
stratum’®s population (Farm Supply Shops that have
been operational for at least two Yyears). In
addi tion 10 farm supplv shops were randomly selected
from 15 farm supply shops in Kampala. This brought
the total number ol FSS under study to 31. The

results af this survey are discussed in chapters Tfour

and live.
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CHAPTER FOUR

STRUCTURE OF THE AGRO-CHEMICALS AND FARM TOOLS

MARKETING SYSTEM

In this chapter results that are deemed useful
in describing the market structure for the above
specific inputs are discussed. The Ffirst section

“.D) identifies the various firms and institutions

that are directly or 1indirectly involved in
procurement, primary distribution and production of
the inputs in the country. Marketing channel
structures are identified in section 4.2. Section
4.2 also reveals procurement and distribution

constraints together with possible suggestions to
their remedies. Section 4.3 focusses on market
structure by analysing the major variables discussed

under section 3.2.

4.1. MARKET FUNCTIONARIES AND THEIR CHARACTERISTICS.

For the purpose of this study, "market
functionaries” is used to refer to individuals,
institutions and Ffirms involved in the marketing of
agricultural inputs. The study has identified the”
following categories of market functionaries that are

involved iIn agro-chemicals and farm tools 1iIn Uganda.
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These include:
@ Government ministries. These 1import or locally
purchase inputs for use in their various projects

and for distribution to farmers.

((®) Donor aided projects under government
ministries. These projects are directly funded by
international donor agencies likeEuropean Economic
Community(EEC), United States Agency for
International Development(USA ID), and International
Development Agencies (IDA) but fall under specified
ministries.

© Bilateral and unilateral agreements on inputs
supply .

(@ Commercial firms and institutions, both Ugandan
and subsidiaries of multinational Tfirms.

(e Parastatals and large scale farming enterprises.
() Non-governmental organisations.

()] Uganda Commercial Bank - Agricultural
Rehabilitation Programme (ARP).

() Cooperatives.

In addition to handling agro-chemicals and farm
tools, each of the above categories also handles a
wide range of other agricultural inputs.

Direct government involvement 1is by the Ministry
of Agriculture and Forestry (MAF) and the Ministry of

Animal Industry and Fisheries (MAIF). Both
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ministries deal in agricultural chemicals and farm
tools, although MA IF is restricted in the varieties
of agro-chemicals it handles. The Ministry of
Rehabilitation (MOR) is also involved in procurement
and distribution of farm tools, mainly for returnees
in the Tformer disturbed areas. These include both
those who may have been rendered refugees to other
countries or those that may have been internally
displaced by wars. The government also receives
inputs from donor agencies like European Economic
Community (EEC), International Fund for Agricultural
Development  (1FAD) and United States Agency for
International Development (USAID). In addition there
are bilateral agreements between government of Uganda

and other governments on supply of agricultural

chemicals and farm tools. These include Finland,
Italy, United Kingdom, East African Community
Compensation Fund etc. Some of these inputs, and

especially those for specific donor aided projects,
are received through issueing tenders to private
comme rcial Firms.

Major commercial Tfirms engaged in marketing of
agro-chemicals and Tfarm tools 1include subsidiaries of
multinational companies and locally registered
Ugandan firms. The ones identified are: C1BA-GEIGY,
Pfizer (U) Ltd, Mayer and Baker, Farm Inputs U) Ltd,

Agromed (U) Ltd. Armstrad Shell (U) Ltd, Twiga
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Chemical Industries, Uganda Hardwares, Associated
Chemicals, Nile Chemicals and Industrial and
Agricultural Chemicals Ltd. Most of these firms have
regional offices 1iIn Nairobi. Ciba-Geigy and PFfizer
have offices for purposes of promotion. Neither
Company 1is involved in commercial activities such as
importation or wholesale but issue proforma invoices
to importing firms or individuals on behalf of their
parent companies. They therefore receive commissions
on these proforma invoices from their mother
companies.

Government parastatals and large scale farming

enterprises play a very limited role in input
procurement and distribution. These 1include Uganda
Tea Growers, agricultural enterprises, Uganda tea
corporation, Dairy corporation, B.A.T., Madvani Sugar
Ltd, Sugar cooperation of Uganda, National sugar
works Ltd., Coffee marketing Board (CmMB), Lint

Marketing Board (LMB), Produce Marketing Board (PMB),
K ibimba Rice Company and Cocoa rehabilitation
project. The parastatals, like CMB, PMB and LMB,
distr ibute no inputs to farmers since this limited
task is assumed by their respective crop growers
cooperatives. Questionnaires to Uganda Tea growers
corporation (UTGC) and Agricultural enterprises Ltd.

indicate insignificant provision of the inputs

through the organisations. Most of the other large
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scale farming enterprises receive their inputs
through tenders to private traders and cooperatives.
Non-governmental organisations covered by this
study are Uganda Red Cross and UNHCR The two
organisations procure inputs for the purpose of
resettling refugees or returnees. Uganda Commercial
Bank handles funds from the World Bank for financing
Agricultural rehabilitation programme (ARP). The

role of procuring inputs, under this fund, is done by

Crown Agents for various institutions like
cooperatives and agricultural enterprises which
qualify under the project. Cooperatives are
represented by Uganda Central Cooperative Union

(uccuy), which is the trading arm of the Cooperative
movement. At lower levels this 1is represented by
District Cooperative Unions and Primary Societies.
According to the marketing coordinator of UCCU, there
are 33 cooperative unions iIn the country with about
5,000 affiliated primary societies.

Local production of agro-chemicals and farm
tools is very low. As a consequence of the 1972
economic war and the subsequent civil strifes, there
is not even a single local source of agricultural
chemical inputs in the country. As for farm tools
there is Uganda Hoes Ltd., UGHA(U), and Uganda Bags

and Hessian Mills Ltd. Of the farm tools covered by

this study, the three supply Hoes, axes, slashers and
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gunny bags and are still not able to meet actual
demand. This 1is reflected in the large volume of
hoes, axes, slashers and gunny bags currently being
imported into the country. Appendix 4 further
supports this by revealing the deficits of these
inputs during the period 1971-1975.

The Fforementioned eight categories of marketing
functionaries can be further grouped into five major
categories, that are directly or indirectly involved
in inportation of agricultural chemicals and farm
tools. These are;-

i) Government ministries
ii) Donor agencies and bilateral agrements on input
supplies.
iii) Non-governmental organisations
iv) Private commercial traders

V) Cooperatives

From the survey results (appendix 2), the above
categories of marketing functionaries are

characterised by employment of highly qualified

personnel. Most government employees handling the
inputs are graduates and diploma holders in
agriculture or veterinary medicine. These were

initially employed for the purposes of promoting
extension services and collecting information on use
and demand of agricultural inputs, among others.

Inputs from donor agencies and bilateral agreements
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are handled by both project experts and government
employees, who happen to be graduates or diplomates.
A similar situation 1is revealed for non-government
organisations. Private commercial fTirms interviewed
employ at least one graduate at their head offices
and 66% of them have field representatives who are
mainly school dropouts. Non-proffessional employees
of the cooperative sector have benefited from past
training on both input use and office management.
This makes the sector to be better placed in handling
agricultural inputs than the private sector.

A second major characteristic of the marketing
functionaries is lack of much potential for holding
large stocks of 1inputs. Appendix 14 reveals that

only 32 percent of the interviewed major marketing

functionaries have at Ileast one bonded store. of
these, 71 percent own the store(s) and 29 percent
rent them. Ninety seven percent of those with bonded

store (s) have only one st(ore with an average capac ity
of 200 me tr:ic tonnes In addition to bonded stores,
73 percent of these Tfirms and institutions utilize at
least one unbonded store . Among these, 47 percent
own the stores with 53 percent renting them. Besides
the stores being of small capacity, they are used at
be low capac ity for most of the time. Wwh(Bn asked
about storage problems they  face, 27 percent

complained of insecurity, 14 percent gave lack of
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enough stores, 9 percent indicated that their stores
are attacked by pests and insects and this escalates
storage expenses, fourteen percent indicate lack of
incentives in form of continuous flow of inputs and
availability of foreign exchange as the major reason
why they don’t store. Although cooperatives claim to
have many stores, these are to be of very limited use
(in storing inputs) when they get diverted to their
original purpose of storing agricultural produce from

farmers .

4.2. MARKETING CHANNEL STRUCTURES.

4.2.1. PROCUREMENT AND DISTRIBUTION CHANNELS.

Except for manure, all fertilizers and

agricultural chemicals used in Uganda are imported.

These include herbicides, dewormers, disinfectants,
acaricides, Tfungicides, insecticides, and the various
types of fertilizers. Farm tools are both imported
and locally produced. Chart 1 shows an outline of

the marketing channel structures for these inputs.

Private importers or traders of these inputs fall

into three categories. These are;
() Large scale importers, who are subsidiaries or
affiliates of multinational Tfirms. Examples

of these include Ciba-Geigy, Pfizer, Mayer and
Baker, Shell, Wellcome, Twiga Chemical

Industries, etc.
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(b Large Ugandan companies which are local
representatives for 1international companies.

Unlike those in (a) above, they are wholly

owned by Ugandans. Examples include:
Armstrades() Ltd., Associated Chemical
Industr ies(U) Ltd., and Industrial and

Agricultural Chemicals(U) Ltd.

©) Small non-specialized traders who may import
any type of inputs if they can manage to
acquire the necessary fToreign exchange.
Distribution of these inputs, by private
commercial traders, depends on particular procedure
used to acquire them. Those delivered through

tendering arrangements are simply handed over to the

concerned institutions for further distribution
through their individual mechanism. Inputs imported
directly are sold to UCCU, individual cooperative

unions, private farm supply shops (FSS) and non-
special ized privat.e traders. Small importers sell to
FSS, directly to farmers and to non-specialized
private traders.

Unlike private commercial traders, the
government ministries have special committees to
coordinate and facilitate smooth distribution and
sales of the inputs. The MAF has two such committees
viz: the headquarters input:., allocation committee and

the district committee. The headquarter:;. committee



LS charged, among other duties with receiving,
storing, allocating and dispatching the inputs to the
district commi ttees. The Ministry of Transport

normally delivers the inputs from MAF central stores.

There are also committees at the county, sub-county
and parish levels in each district. Thus  from
ministry headquarters the inputs are distributed to
the district headquarters, then to sub-county and
finally to parish committees where they are then sold
off to farmers as cash basis. The county committee
does the liassing, cordination and allocation but
does not get involved in actual handling of the
inputs. Accordingly, 1inputs are allocated on Dbasis

of :

i) population per region and the available means to

transport them.

ii) Actual demand for and relative availability of
the inputs iIn the area.

Like MAF, MAIF makes an annual assessment and
budget for inputs for the entire sector. The inputs
are then imported in collaboration with local
suppliers, and subject to availability of foreign
exchange applied for to Bank of Uganda. According to
the marketing manager of Dairy Development
Corporation, MAIF handles 81. 1 percent of all non-

private sector livestock inputs while the Diary



. 46.

Development Committee handles the remaining 18.9
percent. Inputs received by MAIF are sold to UCCU
and FSS, except for those which require specialised
skills. These are distributed to District Veterinary
officers who then pass them over to their qualified
personnel at sub-county and parish levels. The Diary
Development Committee distributes 1its inputs through
the district veterinary officers (bv0) and milk
collection centres. These have been refered to as
specialised agents in chart 1. From the district
office, the inputs may take two or more weeks before
they reach farmers (Personal communication),
depending on transport availability and the existing
road network. The process is rather long,
considering the other lengthy procedures involved
before the ministries and the Diary Development
Committee receive the inputs.

Inputs from donor agencies are handed to the
respective ministries for normal distribution.
However, the I1FAD/ARP funded inputs are distributed
through cooperative unions. In particular, inputs
under ARP are delivered direct to the Zonal
warehouses at Tororo, Soroti and Lira and then
distributed to cooperative stores in the 174 sub-
counties under the programme. Sales from the stores
are then held on predetermined days under the

supervision of the county level staff of the



. 47.

ministries of agriculture (MAF) and Animal industry
MAXF). Unlike the MAF and MAIF, the ministry of
Rehabilitation (MOR) receives 1inputs and distributes
them free to farmers in the war-ravaged areas. These
inputs are distributed through the local resistance
committees and the ministry field staff. Inputs
received through unilateral and bilateral agreements
between foreign governments and Uganda government are
distributed by the relevant ministry through 1its laid
down distribution channels.

Most non-government organisations have head
offices outside Uganda. They receive their input
requirements directly without having to undertake the
lengthy procedures of obtaining foreign exchange from
Bank of Uganda. Their inputs are distributed direct
to the intended users (farmers), free of charge. The
exercise is done through their field representatives.

The cooperative movement 1is yet another strong
channel of input distribution 1in the country. This
is represented at the highest Ilevel by Uganda central
cooperative union (UCCU) which was formed 1in 1961 as
the movement®s trading arm. From the time of its
formation up to about 1975, UCCU provided its members

with the following benefits;

@) Member discounts were provided to district

unions and primary societies
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b) Members received interest on their membership
shares.
© Members were given priority over non-members in
access to scarce commodities.
Such benefits have been discontinued perhaps due
t the deteriorating state of the economy from 1975
o present. uccu has its four regional
representatives whose duties include assessing the
demand for agricultural 1inputs, providing technical
services to Tfarmers and distributing inputs to

district unions, primary societies and farmers

depending on who has pressed for an order. UCCU has
two options 1in procurement of agricultural inputs.
Under the first system tenders are offered to

suitable suppliers by a UCCU purchasing committee
based at its head office. The Societe Generale de

Surveillance( S.G.S.) representatives in Kampala make

recommendations to the committee as to who should be
given the tender on Dbasis of price quotations,
packaging and product quality. Under this option the
time for procurement of ordered 1inputs range from
less than one week to three months depending on the
source.

A second option for UCCU is to alert donor
agencies to her input needs so that funding may be
provided for specific commodities on the listing.
Procurement methods for these 1items vary with the

donor agency and the UCCU must therefore have
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knowledge of the several different procurement
systems to be able to obtain the inputs. whatever
option has been taken, inputs received by UCCU are
distributed either through the district cooperative
unions or regional representatives. uccu also
operates a farm supply shop in Kampala and other
major towns from where other private farm supply
shops (F.S.S.), private non-specialised traders and
to a less extent, non-professional petty traders
receive their supplies. It is from these F.S.S. that
farmers are then able to purchase their required
inputs.

Locally produced inputs are distributed through
appointed agents, retainers, UccCu, Cooperative
Unions, and government institutions. Once the items
are received by either channel, the distribution to
the end-user is then similar to the case of imported

inputs (chart 1).

4.2.2. SOURCES OF FUNDS AND TERMS OF SALES.

Most of the large importers derive their
receipts from filling tenders for government
requirements, donor funded projects®™ requirements and
those of large scale farming enterprises. In
particular the survey revealed that UCCU may use
government controlled foreign exchange or solicit

funds, from aid donors, for input: purchases.
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Appendix 15 reveals sources of funds, for major
marketing functionaries, for both importation and
distribution/operation costs. As for 1importation the

results reveal that 30 percent receive short term
commercial loans, 26 percent receive commercial Bank
overdrafts, 48 percent solicit funds from donor
agencies (like EEC, 1FAD, ARP, etc), 9 percent
receive credit from suppliers (consignment stock), 39
percent use own savings Tfor local cover to purchase
government controlled foreign exchange, and 4 percent
get long term loan from financing houses (Banks).
These results indicate that the largest percentage of
inputs coming into the country is through donor
agencies, Tollowed by those through private firms and
cooperatives” own savings. Given that both
commercial private firms and cooperatives utilise
funds from donor agencies and government controlled
foreign exchange, the results underscores the
importance of the two sectors In procurement of
agricultural inputs.

Regarding distribution/operation costs, appendix
15 reveals- that the government ministries (code nos.
16-23) use their votes in the treasury. Donor aided
projects under the ministries, however, have in
addition funds from donor agencies. of the
interviewed firms and institutions (appendix 15), 4

percent rely on institutions whose tenders they take,
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Ad percent utilise funds generated from own business,
13 percent utilise funds borrowed from private
Commercial Banks, 22 percent use donor agency funds,
4 percent receive bank overdrafts and another 4
percent are sponsored by other companies. The
implications of these results is that most of the
distribution/operation costs are met through own
generated funds.

The results (appendix 16) show that the terms of
sales have been cash only, cash and credit, or credit
only. A larger percentage (48 percent) of these
firms and institutions sell on cash only; 39 percent
sell on cash and credit and 13 percent sell on credit
only. Those inputs offered by non-governmental
organisations (codes 13 and 14) and the ministry of
rehabilitation (code no. 20) are free. These
organisations form 13 percent of the total number of
firms and institutions interviewed. Those firms and
institutions that indicated having sold on cash

ismd/or credit emphasized that credit is limited to a

few well established customers. The implication of
such results is that farmers with low incomes. which
may be irregular, have less accesibility to

agricultural inputs. This further explains the low

level of farming technology practiced in the country.
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A.2.3. MAJOR PROBLEMS ENCOUNTERED IN FINANCING

IMPORTATION AND DISTRIBUTION

Problems encountered in the above areas have
significant impact on implementation and efficiency
of the channels mentioned under section 4.2. 1. Those
experienced in Iimportation may make it difficult to
procure enough 1iInputs at the right time (season). As
a consequence, shortages are likely to be experienced
and this is likely to escalate prices. The following
are likely consequences of serious problems 1in both
financing importation and distribution of the

inputs :-

[)) Once financing importation takes very long
inputs will be likely to be available out of

season.

ii) Limited finances may lead to scarcity of inputs
and may reduce the intensity of competition by

being available to few suppliers.

-
-
-

o/

Scarcity of inputs (arising out of (i) and/or
(ii)) will escalate input prices and thereby
making them unreflective of the real financial
costs to the supplier of the inputs interms of
procurement, transport, etc.

A situation where (i) - (iii) prevail may

reflect an inefficient marketing system.
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4.2.3.1. IMPORTATION PROBLEMS
These are based on the survey results and the
percentage figures given in subsections (@) to @@

have been computed from appendix 17.

(a) FOREIGN EXCHANGE

Timely allocation of foreign exchange is vital
to procurement, as some items have considerable lead
times between ordering and receipt (section
4.2.3.2.J. The amount of foreign exchange has always
been 1inadequate, and importation of needed inputs is
always at less than optimal levels. Accordingly, 70
percent of the major marketing functionaries indicate
that foreign exchange processing procedures are
unnecessarily too long while 61 percent indicate
foreign exchange shortage as the major problem. Both
figures are indeed very high, suggesting a review of
foreign exchange allocation policies. (see section

5.5. ).

(b) INTEREST ON BANK LOANS

Currently, the official interest rate on bank
loans for business stands at 42 percent per annum.
Sixty six percent of private firms covered under this
study have given this rate as being too high to offer
any incentives to borrow. Coupled with lack of
enough wor king capital for Ilocal cover ttie firms are

incapable of import:i ng enough inputs to match the



existing demand. Government ministries complained of
delays in obtaining funds from the treasury Tfor local
cover equivalent and when obtained they are

insufficient (see also section 5.1).

(©) PROCESSING IMPORTATION DOCUMENTS
The time taken between obtaining an import

permit and opening of a letter of credit is viewed by

39.1 percent of major marketing functionaries as
being too long. On average it may take over one
month to have a final approval to import. Sometimes

invoices expire necessitating revalidation which may
involve price increases. Charts 2, 3 and 4 show
procurement periods and procedures involved under
International Development Agencies (1DA). It is
evident from the charts that donor agencies importing
under World Bank procedures take unnecessarily long
time to have the inputs procured. The general
concensus among these importers is that import

documentation procedures take very long due to:-

i) Infrequent meetings of committees in Uganda
Advisory Board of trade (UABT)/Ministry of

Commerce and Bank of Uganda.

ii) Lengthy local cover clearance ©procedures in

importers” own Banks.



CHART 2
PRUDENT SHOPPING UNDER ARF-ID CREDIT FOp ORDERS OF LESS THAN I'S$ 10.000

1£ months 1$ - 3 months 1- months
_________________ Hemmm o e e e
KEY: IDA = International Development Agency
AP. = Agreement to Reimburse
CA = Crown Agents

SOURCE: SECRETARIAT RANK OF UGANDA



CHART 3. PROCURE*IENT OF INPUTS UNDER ARP-I1DA CREDIT FOR ORDERS OF US$10. 00P-200 ,00P

Assessed needs
sent to IDA for

comments and

approval
. UCB undertakes o -
National normal  loan CA invites Receipt eva-
Assessment appraisal quotes froT" luation and
of Needs procedures at least 3 award of
suppliers__ tenders

SOURCE:

AR =Agreement to Reimburse

MOC = Ministry of Commerce

AGRICULTURAL SECRETARIAT - BANK OF UGANDA

UCB submits list - CA invites UCB importer
UCA_promotes Importers sub- of requirements CA forwards UCB/importer quotation apply to Min., i
projects to mit list or 1o CA for indent to approve from one re- of commerce for i
i i . i indent and o ] <n
importers requirements to I and UCB/importer in utable import licence &
UCB as loan apprarsa for approval return to CA P - 1
_ , indent prepara- supplier & nrc and B.O.U. for
anslicalLinn tions pare invoices form E
2-3 months 1-1 month
(URGENTLY NEEDED INPUT)
} Procedure 111
CA prepares con- UCB/importer UCB opens * - - = supoli
tracts and in- apply to MOC for L/C s/signs upplier -
voices and forwarit , import licence contract and gelfl%nges 23;22?21: c?g(;—
to UCB and to BOU for apply to IDA -1y
form E for AR rance up to
CA arranges destination
insurance and
inspection
1 month 1 month 11 months 4 3 months 1 - 1$ months 4
Key UCB =Uganda Commerical Bank IDA = International Development Agencey
CA =Crown Agents SOU = Bank of Uganda
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CHART 4: IDA CREDIT PROCUREMENT PROCEDURES FOR ORDERS OVER US$ 200,000

A.R.P. I.D.A. CREDIT NO. 1328 UG-pAP.T B - RECURRENT IMPOTTS - FLOW DIAGRAM

OVER $200,000

Importer submit list of requirements to
UCB ns loan application
(2] I
UCB undertakes normal loan UCB forward list or re-
appraisal procedures quirements to CA for apprai-
_sal_and_indent nren
1

CA forward indent to UCB

UCB approves loan i
¢ importer for approval

UCB and importer approve indent and

__return to CA

CA forward draft ICR tender notice + DOCS

to DA - UCB for approval

~ 1 -

Advise + issue of tenders to responsive
suppliers

1 ~
Receipt, evaluation and award of
tenders
A

CA Prepares invoices ¢ contracts and
forwarded to UCB

1 ~
UCB/importers nnply to M.O Commerce and

B.O.U. for necessary innort papers

UCB opens 1,/CS/ sipns contract
Also apply to IDA for agreement reimburse

1

IDA issues agreement reimburse
1 1

CA arranges insurance ¢
-
inspection where necessary

Supplier arranges d'e'l'iver%

Shipment and custom clearances
up tc dost ination

SOURCE: ACRICULTURAL SECRETARIAT - BANK OF UCANDA
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In the case of donor-funded projects (charts 3-
the process is complicated even further by
aditional banking procedures, and the World Bank
sistence on international competitive bidding,
us, there is need to have regular sittings by local
stitutions involved in import documentation and

>re flexibility on the part of donors.

i ) OTHERS

A number of other problems were aired by the

espondents but did not measure as the above (&) to

c). These 1include: fluctuations in exchange rates
“is-avis the need to finance extended credit
"acilities. This was indicated by 9 percent of the
Importers. A second problem is the refusal by the

Ministry of Commerce to use consignment stock. This
problem was cited by 4 percent of the

firms.and institutions interviewed.

<.2.3.2: SEASONALITY OF DEMAND AND IMPORTATION
PROCEDURES

Effective demand of most inputs 1is influenced by
cropping patterns in each of the three regions under
study. in most areas surrounding Lake Victoria and
some parts of Eastern and Western Uganda, there 1is a
bi-modal rainfall vregime, which makes it possible to
have two planting seasons. In the period between

January and March most farmers are preparing their
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land for the Tfirst crop season. Between March and
May, planting is completed and between April and June
weeding takes place. Harvesting takes place between
June and August. The second crop season starts with
land preparation in July to September with planting
from September to November and weeding from October
to November. Harvesting takes place from November to
January.

In the unimodal rainfall system, covering some
parts of Eastern region (and most of Northern
region), there is only one season with land
preparation from January to April and planting from
April to June. Weeding starts from April to July and
harvesting from July to December.

An analysis of annual sales of some farm supply
shops (FSS) in Kampala, Rakai, Mbale and Mbarara
shows this seasonality in demand, as illustrated in
appendices 20-22. In Kampala and Rakai, peak sales
for most items occur in March to May and September to
November. In the other months sales are usually low.
In Eastern Uganda (Mbale) there is a less but even
pronounced bimodal system and most of the sales are
in March to May. In the second season, the sales are
not as high, except for items used throughout the
year. In western Uganda (Mbarara), sales are similar
to those of central region (Kampala and Rakai).

Sales between seasons are negligible, unlike Kampala
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where sales continue throughout the year, as
purchases are made for other regions as well.

The forementioned seasonality in sales has
implications for the importation and distribution of
the inputs. Inputs have to be made available at
least two to four weeks before each planting season.
This means that they have to be available in January
and February, and July and August. As per charts 2-
5, lead times 1in Uganda for 1inputs are usually up to
six months. This implies that the importation
procedures for inputs to be used in the first season
of each year have to start in June or July of the
previous year; while those for the second season

should start 1in January or February of the current

year .
4.2.3.3.: DISTRIBUTION PROBLEMS

it is evident from appendix 17 that most firms
and inst itut ions do not exper ience any seric)Us

problems in financing distribution of agr icultui:al
cheimica ls and farm tools. This is demonstrated by
the following problems high lighted and the percentsage

of major mar ke ting functionaries indicating them.

(a) High motor running expenses - 30 percent

(b) Heavy hote 1, food, etc bills - 39 percent

© Inadequa te capita3l COupled with limited bank
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overdrafts and bank loans - 48 percent

(@ On the part of government ministries, the major
constraint was insufficient funds from the treasury.
Table 4 gives problems that FSS face in selling the

inputs to the TfTarmers.

Table 4: Problems Faced by Farm Supply Shops in the Sale
Inputs in the Study Area

PROBLEM PERCENTAGE
F.S.S.~*

Shortage of inputs/irregular supplies 61

High input prices 51

Poor location of business premises 3

High premise rents 6

Poor product knowledge 22

Lack of advertisement facilities 3

Inadequate capital 19

Availability of inputs out of season 16

High compe tition 9

Lack of storage fTacilities 9

Lack of courses for farmers on input use 9

Limited sources of supplies 6

Low turn-over of seasonal required inputs 6

Poor transport facilities 45

Fluctuationsin the value of the shilling 12

SOURCE: COMPILED FROM SURVEY RESULTS
*percentages do not add to 100 because many

FSS have more than at¥* probem.

of

OF
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From the table, the major problem facing FSS is
shortage of inputs and irregular supplies. This
shortage is .likely to be the source of the high
prices they charge farmers which then limits the
number of customers. Among other problems poor
product knowledge on the part of farmers, poor
transport facilities, and inadequate capital for FSS
owners stand to be very limiting problems. These are

reflected again 1in table 5 below:-

Table 5: SUGGESTIONS ON HOW GOVERNMENT COULD ASSIST

FSS TO OVERCOME THEIR PROBLEMS

PROBLEM
PERCENTAGE OF
FSS*
Seek credit facilities for them 17
Improve on transport infrastructure 61
Avail more foreign exchange for importers 32

Organize continuous course for FSS and farmers 438

Sustain continuity of imports 29
Get more involved 1iIn input procurement 16
Allow FSS to import directly 16
Subsidise and control 1input prices 12
Control premise rents 6
Ease 1import documentation procedures 3

SOURCE: COMPILED FROM QUESTI ONAIRE RESPONSES.

¢Percentages do not add to 100 because many
FSS have more than one suggestion.
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The suggestions given 1in table five are aimed at

achieving four major objectives. These are

(@ Making capital accessible through provision of

credit facilities.

(b) Easing transportation of the 1inputs by improving
transport facilities. This 1is by way of repairing
roads and providing vehicles to cooperatives and
private FSS on credit basis, thus enabling them to
have greater access to both farmers and major

marketing functionaries.

(© Providing product knowledge both to farmers and
enterprises in the business, by way of organising
regular seminars on product use and benefits that
would accrue from their use. This is particularly
important for agricultural chemicals which may prove

disastrous if misused.

(d Availing more inputs by making available enough
foreign exchange to this sector as well as trying to

sustain regular supplies.

4.2.4.: MAJOR SOURCES AND DELIVERY TIME FOR IMPORTED

INPUTS

The major sources of agricultural chemicals and
farm tools, through private importers, include Kenya,

Europe, India, Japan, China and Australia. Tnputs
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imported by the government and non-governmental
organisations were mainly from Europe and Kenya under
the East African Community compensation fund. This
study could not unveil how much of the inputs came
from each country due to data limitations.

Delivery time, for the inputs, ranges from three
@ to thirty two (32) weeks after a letter of credit
has been opened for the local Ffirm or institution
(chart 5). Deliveries from Kenya take three to six
weeks except for those items financed under the East
African Community compensation fund and IDA credits,
which take twenty ((20) to thirty (30) weeks. Items
from Europe take six to twelve weeks while those from
India, Japan and Austral ia take up to thirty-two
weeks. Chart 5 thus demonstrates the TfTact that

importation of these inputs takes quite a long time.

4.2.5.: SOURCES OF SUPPLIES. PURCHASE ARRANGEMENT AND

DISTRIBUTION FOR FARM SUPPLY SHOPS

Table 6 gives the major sources of input
supplies to FSS. From the table, UCCU is the major
supplier of both agricultural chemicals and farm
tools. It supplies to 93 per cent ot the FSS. This
is followed by Associated Chemical Industries (35%),
Wellcome W Ltd (B2%). Shell (@) Ltd (32%), Twiga
chemicals (29%) and the inter-FSS purchases (29%).

The other sources indicated include: open market



purchases (22%), Local producers (16%), MAF %),
CIBA-GEIGY %), USA1D/ARP loan schemes (6%),
Magric(U) Ltd (6%) and Industrial and agr icultural

chemicals (3%) , in that order.

Each FSS has more than one source of its
supplies. A1l the private commercial firms taken
together cover more supply shops (FSS), TfTollowed by
uccu, the inter-farm supply shop purchases, 1local

producers of farm tools, MAF and donors, in that

order.

Table 6: Major Sources of Supplies of FSS in the Study Area

SOURCE PERCENTAGE OF FSS THAT

RECEIVE AT LEAST A PORTION
OF THEIR SUPPLIES FROM
RESPECTIVE SOURCES **

Vool

Associated Chemical Industries
Uellcome(V) Ltd

Sell@U) Ltd.

Twiga Chemicals

Farm Supply Shops (Kampala)
Open Market

Local Producers

MAF

CIBA-GEIGY

USAID/ADB/ARP Loan Schemes
Magric(U) Ltd

industrial and Agricultural Chemic

BBRLEHES

OOCDO?GJ@BB

SOURCE: COMPILED FROM QUESTIONNAIRE RESPONSES.
*"'Percentages do not add to 100 because most FSS
have more than one source of its inputs.
According to the survey results, most farmers
buy their inputs on cash. Two cooperative FSS

indicated that they sell some inputs on both cash and

redit to members while the rest 93 percent of the
sell their inputs on cash only. One would expect
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the FSS to get most of their supplies of agricultural
chemicals from the Commercial Chemical firms. The
prevalent situation is however different due to lack
of an efficient distribution network. For example,
UCCU may purchase from the chemical firms and then
sell to FSS or individuals may be better informed of
the time the chemicals arrive in the various Tfirms
and then purchase them to resell to FSS through the
open market.

In summary, the results reveal lack of
integration between those who import the inputs/local
producers and the retailers. Presence of market
integration 1is in form of such arrangements as credit
facilities, established sources of supplies and any
other form of agreements between the buyers and
sellers that streamline marketing procedures. These
are Blacking 1in agricultural chemicals and farm tools

market in Uganda.

4.3.1. DEGREE OF MARKET CONCENTRATION

The annual volumes of agricultural chemicals and
farm tools, for each firm or. institution, (earlier
referred to as major marketing funct ionar ies) were
computed for the years 1984, 1985 and 1986. The
composition of these bodies was such that 12 were
private commercial firms, 2 were non-governmental

organisations, 8 were government departments/donor
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agencies, and one (1) was a representative of the

cooperatives (UCCU). The firms and institutions were

given serial numbers (Appendix 19) from 1 to 23.

all the years, it was observed that few of the firms

and institutions handled the 1inputs (appendix 9).

For each year, however, there were more firms and

institutions involved in procurement of agricultural

chemicals than farm tools.

The four firm/institution concentration ratio

for agricultural chemcials and farm tools are

computed from appendix 9 and presented iIn table

below:-

Table 7. Four firs/institution_concentration_ratios_fgr_Agri”cul_tural
Chemicals and fara tools

Year Aﬁriqultural Para tools The four fira/institutions & a1 of

Cheaicals total nuaber of firas aul insitutions
interviewed
(1) () Agricultural Cheaicals(z) Para tools(Z)
B 905 99.3 ¥ 500
% 838 984 il 44
1% 798 81.7 Y 310
SORE Cogpuied froa survey results, Appendx 9.
From the table (7), the four largest firms and
inst itut ions accounted for 92.5 percent, 88.

percent, and 79.8 percent of the total value

agricultural chemicals handled in the market for the

years 1984, 1985, 1986 respectively and for the

sample districts. The four largest TfTinms and

inst itutions formed 36 percent, 31 percent and
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percent of the total number of firms and institutions
interviewed, for the three years respectively. The
corresponding figures for the case of farm tools are
93.3 percent, 98.4 percent and 87.7 percent with the
four firms and institutions forming 50 percent, 44 .4
percent and 31 percent of the total number of firms
interviewed, TfTor the three years respectively. The

results (table 7) suggest that, for both agricultural

chemicals and farm tools, a small percentage of the
total number of firms and institutions control led a
larger percentage of total transactions. This

in effect implies inequality in the distribution of
trade among the major marketing Tfunctionaries.

When Lorenz concentration curves are used,
absolute equality 1iIn the distribution is expected if
and only if 50 percent of the traders control 50
percent of the transactions, 10 percent of the

transactions are 1in the hands of 10 percent of the

traders.
Using this concept charts 6, 7 and 8 are
constructed using the results 1in appendix 9. It is

seen there from that approximately 50 percent of the
total volume of agr icultyural chemicals was in the
hands of 6.5 percent, 11.3 percent and 12.1 percent
of total nurnber of Tfirms and iInstitutions for the
years 1984, 1985 and 1986 respectively. The

corresponding percentages for farm tools are 14
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chart 6

THE LORENZ CONCENTRATION CURVE

SOURCE : Annendix 9

THE LORENZ CONCENTRATION CURVE
For Farm Tools, Mrkt. Systen 1984

Cumulative 7 of No. of Firms

SOUr.CF Annendix I*
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chart 7

THF, LORENZ CONCENTRATION CURVE
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z

Cum.

Cumulative 7, of No. of Firms
SOURCE: Appendix 9

THE LORENZ CONCENTRATION CURVE
For Farm Tools, Mrkt. System 1985
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SOURCF: Appendix 9
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X CHART 8: THE LORENZ CONCENTRATION CURVE
For Agric. Chem., Markt, System 1986

SOURCE: Appendix 9
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percent, 8.1 percent and 12.1 percent. These figures
suggest that there was 1inequality in the distribution
of volume of both agricultural chemicals and farm
tools handled among the major marketing
funct ionar ies.

The above visual observations from the Lorenz
curves can be further supported by calculating the
Gini coefficient using the following formula:-

S
R = <Pk-i- gk - Pk- gk-I>- 10,000

Where P and q represent the cumulative percentages of

traders and volume traded respectively (Audic. s. et

g, 1961). K represents the order of arrangement of
the cumulative percentages. The cumulative
percentages are taken from appendix 9. The results

are presented in table 6 below:-

Table 8- Gini Coe fficients for Agricul tural

Chemicals and Farm Tools Market

YEAR AGRICULTURAL CHEMICALS FARM TOOLS
198" 0. 72 0.69
1985 0.69 0. 79
1986 0. 65 0.67

SOURCE: Computed from Appendix 9.

Figures in table 8 are on a scale of 0 to 1,
where O depicts no inequal 1ty and 1 complete

inequality. In all cases the coefficients are close
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t 1. This suggests that the markets, for both types
of inputs, exhibit oligopolistic tendencies (or lack
of competitiveness). The survey results

indicate that a few firms/institutions control

a large proportion of thf market share.

To analyse the degree of market <concentration
further, the Tfirms and institutions were grouped into
the private commercial sector, cooperatives, non-
government organisations and government ministries.
The percentage value of agricultural chemicals and
farm tools for each group or sector were then
computed as shown in table 9:

From the table ©below, it is shown that the
approximate percentage values of agricultural
chemicals handled by private commercial firms were
57, 15 and 14 for 1984, 1985 and 1986 respectively.
The average percentage value for the three years was
28.7. This 1indicates that the role of these Tfirms
has continuously been declining. The corresponding
approximate figures for government ministries were
2, 48 and 71 for the three years respectively. The

average percentage value for the three years was 48.
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Tdde & Agricultural_chedcals_and far« tool5 handled_bY_the Various

sectors (1984 - 1986) in US 9).

IX sectorlPrivate N !Govt ! ITotal | of Total 1 ByZ By | B
X. Siras ministry by priv. N Gov't Coops
___Mné&utsXj
19BAga Chel. 27885733 5 1119996871 896,875 | 4885577.2! 57.08 2% 1836
- 1 '
it toos!1 6717500 15,002 785,61 5,841,250 112.605,785.6! 1326 040 534
) | | i 1 %
I%!iﬁgidéhéa-ili,me,omA I507I9507 013 902625, 0558362 TA66 83 3%
f i - < q
IFarc tools! 1.710,5000 118252451 8731875 i1l 62480951 1400 1000 7600
19861AgT0-chexc 326,1404 16,647905 1139996281 937373821 1400 710 1500

IFan tools 12995, 704, 31332,002.712,496,943.812,702,500.0! 8527,186.8! 3500 300 2200 3300

SORE Compued froi survey results.
- No inputs were handled.

Fe. ND - Non-governiental organizations.
Sovt - Governnent

Qs - cooperatives.
Priv. - Private firas.

Ago-chet - Agricultural chenicals
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The trend suggests that the public sector has assumed
growing and significant role in agricultural chemical
inputs procurement and distribution. The approximate
percentage values handled by the <cooperatives were
18, 37, and 15 Tfor the three years respectively. The
average percentage over the years was 23.3. Although
the data could not establish whether the role of the
cooperatives has been 1increasing or decreasing, they
indicate that the sector has been handling less than
the public sector. The actual role of the
cooperative sector has been as small as that of the
private commercial sector.

The average Tfigures suggest that over the three
years the public sector has handled more inputs
followed by the private sector and then the
cooperatives. Similar observations were made by
Huthee (1986) when he considered the procurement and
distribution of agricultural inputs in Uganda.

with regard to farm tools, the private
commercial sector approximately handled 13 percent,
14 percent, and 35 percent; the public sector handled
about 40 percent, 10 percent and 29 percent; the
cooperative sector handled 46 percent, 76 percent and
33 percent for the three years respectively. The
averages over the three years for each sector were
20.7 percent, 26.3 percent, and 51.7 percent

respectively. Thus, on average, the private sector



handled less than the public sector which also
handled less than the cooperative sector. The data
shows the private sector to have grown by 169 percent
over the three years while the public sector Tfell by
27 percent and the cooperative sector by 28 percent.
This, therefore, 1implies that the private commercial
sector is gaining an upper hand in the procurement
and distribution of farm tools. This may be because
these inputs are regarded as most essential by
farmers, their demand is relatively inelastic, they
require less capital outlay, and at least some are
locally manufactured. Thus the private sector finds
it more profitable and easier to undertake trade in
these inputs than in agricultural chemicals. Non-
governmental organisations handled 3 percent of total
value of farm tools in 1986 which were meant for
returnees in the war ravaged areas. An analysis of
the composition of total agricultural chemicals
handled by all Tfirms and institutions interviewed is
made in table 10. This helps to reveal which type of
agricultural chemical is dealt in more than others.
From table 10 below, herbicides (42%),
insecticides (22%), and acaricides (20%) were the
agro-chemicals most imported in 1984. The
corresponding agricultural chemicals for 1985 were
insecticides (36%), herbicides (24%), acaricides

(16%) and fungicides (15%). The trend was reversed
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Table 10: Composition of agricultural chemicals
imported by all interviewed firms and

institutions (1984-1986).

Agro-chemicals 1984 1985 1986
Herb ic ides 42 24 19
Insect icides 22 36 21
Fung ic ides 5 15 15
Acar ic ides 20 16 37
Deworme rs 1 1 0
Di sinfectants 0(0.04) 0(0.38) 0
Fertilizers 7 5 4
Total 97 97 96
SOURCE: Compiled from questionnaire responses.

NOTE: Figures do not add up to 100 because of

rounding-up to the nearest whole numbers.

in 1986 with acaricides [31%) forming the highest
percentage Tfollowed by insecticides (21%), herbicides
(19%), and fungicides (15%) . Assuming that the
composition of agricultural chemicals imported by any
firm r institution 1is determined by its previous

year experience on what is demanded most, it can be

concluded that herbicides, 1insecticides, acaricides
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and to a less extent fungicides are the agro-
chemicals most demanded by Ugandan farmers.
Importation of fertilizers has been declining over
the years 1in addition to being very small by volume.
The importation of dewormers and disinfectants has
been insignificant over the years.

Appendix 10 indicates that on average the volume
of agricultural chemicals imported, by category, by
the private sector has been declining. The trend is
opposite for the public sector, except for the case
of fertilizers. The cooperative sector depicts sharp
fluctuations, falling over the years 1984-1985 and
increasing 1in 1986. This situation may be attributed

to:-

)] Lack of funds and shortage of capital for the

private sector.

i) Increasing donor-aided projects and bilateral
and unilateral agreements on supply of inputs, which
were handled by government ministries (MAF and

MATF).

i) The UCCU which is the sole importer of inputs
for cooperatives had a problem in vraising Tforeign
exchange to import inputs due to lack of local cover.
However, the union increased its role in handling
inputs under donor agencies and bilateral agreements

from late 1985 through 1986.
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To analyse the importance farmers attach to the
various types of agricultural chemicals further, FSS
were asked to indicate those items for which they
experience quick and slow sales. "quick sales™ was
used to cover those items that are sold off within 3
weeks of acquisition while "slow sales”™ covered those
taking more than 3 weeks. The results are summarized
in table 11 below. It could be hypothesised that the
rate of turn-over is directly proportional to the
importance farmers attach to the use of the inputs,
especially as turnover depends on the frequency of

purchases made by the TfTarmer.

Table 11: Relative turn-over rates fTor selected inputs
INPUT % OF FSS INDICATING % OF FSS INDICATI N(
QUICK SALES SLOW SALES

Farm tools* 61 39

Insect ic ides 57 43

Fungicides 90 10

Herbicides 59 41

Acar ic ides 52 48

Fertilizers 52 48

SOURCE: Compiled from survey results.
¢Although included, they ae not a type of
agricultural chemicals.

Table 11 goes further to demonstrate that
farmers attach a lot of iImportance to fungicides,
herbicides, 1insecticides, acaricides and fertilizers.
Except  for fertilizers, the other —categories of

agricultural chemicals had been shown to be highly
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demanded by farmers relative to dewormers and
disinfectants. The existence of very poor storage
facilities and the poor marketing of farm produce in
Uganda require greater use of fungicides and
insecticides. Similarly farmers require farm tools
like hoes, axes, pangas, and simple crop sprayers to
be able to realise high output through increased
acreage. This need 1is further strengthened by lack
of such farm implements Ilike tractors and the nature
of farming systems, where most Tfarmers operate small
scale farms. The very high relative turn-over rates
for this farm tools indicates the extent to which
these inputs are in short supply. Shortage and high
costs of labour have necessitated increased use of
herbicides. There 1is thus need to increase the flow
of these inputs into the country.

4.3.2. MARKET TRANSPARENCY

Market transparency which iSs synonymous to
market information, affects the intensity of
competition. IT buyers or sellers do not have proper

knowledge about market conditions, the intensity of
competition is low despite a sufficient number of
market participants to ensure competition.
Information on prices and markets for agricultural
inputs is very vital, especially for those marketing
functionaries that have to import the input.

The private commercial Tfirms have no problems

regarding information on the quality and prices of
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inputs that they deal in. Some of them are
subsidiaries of multinational companies (74%) while
others are local representatives of European based
firms (26%) that produce the inputs. Thus they get
their price quotations from their mother companies.
The subsidiaries of multinational companies sell the
outputs of their mother and sister companies while
the local representatives of European-based firms
take orders for the firms they represent and then
earn a commission.

Apart from having knowledge of quality and
prices of the inputs from sources, 82 percent of
these firms carry out continous market survey to find
out what prices their competitors charge, prices in
the open market and FSS before they fix theilr prices.
Eighteen percent, however, indicated that there 1is no
serious need for such surveys since Tfarmers will
purchase their 1inputs at whatever prices. To  these,
prices are strictly based on prevailing economic
circumstances, not Tforgetting their Tfixed mark-ups on
these inputs.

The cooperatives, represented by the UCCU, and
the government ministries do prudent shopping. The

UCCU gets information on prices and qualities oOf
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these inputs through the SGS Ilocal representatives in
Uganda. These are very knowledgeable on market
conditions overseas. Government ministries go
through the Central Tender Board (CTB) which
advertises tenders requiring price quotations and
sources of the inputs. Through this method the
choice is made from a wide range of suppliers. None
of these institutions 1is bound by existing input
prices when they are setting their selling prices
(see section 5.2). This in effect reduces their
knowledge of prices charged by other firms or
institutions for the same items.

Inputs from donors are either distributed by
government ministries or UCCU (see section 4.2.1).
The donor agencies purchase inputs through
international competitive bidding (ICB) and could,
therefore, be regarded to be quite knowledgeable
about market conditions at input sources. Their
knowledge of prices in the domestic market 1is limited

by the fact that they are not involved in actual

distribution.

A close look at FSS purchase and sales prices
indicate that they have very little information on
prices in the market. Results in appendix 11, for
example, indicate that the purchase price of
dudubitoke in Kampala ranges from UShs. 27,000 to

UShs. 34,000; Gramaxone (a litre) ranges from UShs.



11.000 to UShs. 17,500; and fenitrothion (a litre)
ranges from UShs. 6,500 to UShs. 9,000. The selling
prices for the same 1items in Kampala range from UShs.
35.000 to UShs. 39,000; UShs. 18,000 to UShs. 20,000;
and Ushs. 11,000 to UShs. 12,000 for the three
commodities respectively. This trend is also
observed for the other commodities and for any of the
other regions covered by the study. The ranges in
supply prices suggest that FSS are not knowledgeable
on the cheapest sources of their supplies.

Similarly, the fact that FSS in the same locality
charge different prices and they all manage to self-
sustain in business implies lack of adequate
knowledge, on the part of their customers (who are
mainly farmers), on these price differences.
Assuming the farmers to be rational 1in their purchase
decisions, they would be expected to purchase  from
the cheapest source which would consequently even-out
the selling prices. The situation, however,
maintains a status quo as the pricing of the inputs
is based on speculation and scarcity of the items

(see section 5.3).

Ne3.3. Market entry

Barriers to market entry reduce the threat of
potential competition and therefore hinder marketing
efficiency. Schmidt (1979) gives sources of barriers

to entry as: limited knowhow, capital requirements.
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institutional restrictions, and non-competitive
actions of established traders. Uganda®s situation,
however, requires addition of "foreign exchange
availability” to the forementioned sources. Market
entry is then analysed on the basis of the given
source of barriers to entry.

Agricultural chemicals are dangerous products
once misused. Thus a minimum knowhow would be
expected in this business. Trade, at low levels of
this business, 1is by FSS which have relatively large
scale of operation or by non-specialized traders
whose scale of operation is likely to increase as
their actual participation in the business increases
or the petty traders in the open market. All these
are directly involved in advising farmers on the use
of these inputs and hence would require some basic
knowledge on their use.

The actual situation, however, reveals 1imi ted
knowhow on the part of the traders. Responses from
FSS ind icate (figures computed from appendix 18) that
23 percent of them employ graduates in agriculture
(one gradua te fOr each FSS), 29 percent employ
dipiomates of agriculture (on average one di pj oma te
per FSS); 39 percent have high school drop-outs with
17 percent of these employ ing four to five of them
and the rest employing one each; 32 percent of the

FSS have one to two empl oyees who have attended
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curses at district farm iInstitutes (DF1) and 16
ercent of FSS employ one diplomate in cooperative
Ksiness management, each.

The above results demonstrate that FSS have
imited knowledge in input use and business
lanagement. Despite this limited knowhow, local
trade in agricultural chemicals and farm tools seems
to be mushrooming, perhaps due to the high margins
acruing to the business (see section 5.2.6). This
tends to indicate that contrary to what is expected,
entry into the business (at local level) is not
restricted by lack of know-how. Furthermore, when
FSS were asked to indicate who advises farmers (their
customers) on input use (appendix 18) 32 percent gave
MAF and MAIF extension staff while 71 percent gave
their sales staff. This Ffurther demonstrates that
farmers are not getting proper information on input
use and helps to explain the low level of input-
output technology characteristic of the country"s
agriculture (T.F.C Report 1984).

A second consideration in explaining market
entry is capital which appears not to be a major
impediment to market entry. Most of the
I Multinational Tfirms producing agricultural chemicals
are already represented on the domestic market. None
°f the local representatives is willing to accept a
competitor, representing the same Tfirm. Importation

these inputs also requires substantial capital and
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most would be willing entrants into the business are
likely to be impeded by local cover which is already
a major problem for the existing firms and
institutions (see 4.2.3.1.). Thus, while capital is
an important constraint as far as importation of farm
tools is concerned, the non-competitive actions of
existing firms totally restricts entry in the
importation of agricultural chemicals. In regard to
the domestic component of the marketing system,
capital is not a major impediment to entry as
exhibited by the high number of market participants.
In addition existing FSS have relied more on their
own savings for their business than credit. The
survey results show that 53 percent of cooperative
FSS ever received credit, with 30 percent of thenm
receiving short term (6 months) credit from banks
and 70 percent receiving credit iIn terms of inputs
from UCCU. Twenty seven (27%) percent of private FSS
received credit from friendly businessmen and non
from banking institutions. This, further
demonstrates that capital can not really prevent a
trader from entering the domestic component of the
market .

Among major problems facing importers of
agricultural 1inputs are shortage of foreign exchange,
the time taken to process the little foreign exchange

there may be, and institutional restrictions in the
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form of processing import licences (see sections
4.2.3.1 and 5.5). Since all agricultural chemicals
and a large proportion of farm tools are imported
(see section 4.2.1), the ease with which the existing
importers have access to foreign exchange will

determine the extent to which other traders would opt
to enter the agricultural inputs market. Due to
limited availability of foreign exchange, however, it
has proved difficult for the existing firms and
institutions to import as much as they would
otherwise wish. Consequent 1ly, this has tended to
limit entry for new Ffirms into this business.

In addition, the ever rising level of iInflation
see section 5.1) combined with the unnecessary long
time taken to process foreign exchange will tend to
lower the real value of the local currency equivalent
which the importers have to deposit in their
commercial banks as they apply for the foreign
-~change. As a result, investors may tend to invest
in those bus inesses where the returns are reali sed
much  faster. The implication, therefore, is that
there are 1ljkely to be few investors who will be
willing  to invest in the marketing of  the
agr icultural inpu ts . Similar observations and-

ications arise for the case of issuing of import
llcences. The two tend to tie up money which,

Desides losing its real value as inflation rises,
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would otherwise have earned a profit. Consequently,
they remain major impediments to entry into the
agricultural inputs market. However, since FSS do
not import, the two factors of lengthy procedures of
processing import licences and foreign exchange will
not limit entry into the domestic component of the

market.
4.3.4_: SUMMARY AND CONCLUSION

In this chapter, the following conclusions and
observations are arrived at:

First, there are five major categories of market
functionaries that are directly or indirectly
involved in importation of agricultural chemicals and
farm tools. These are: Governm(]ent ministries, donor
agencies and bilateral agreements on input supply,
non-governmental organisations, private commercial
traders, and cooperatives. These categories are
characterised by employment of  highly qualified
personnel and lack of much potential for holding
*£rge stocks of iInputs. The various channels through
which these marketing functionaries distribute the
inputs are outlined 1in chart 1.

Second, it is revealed that these firms and
Irstitutions derive funds for importation of the
Inputs from donor agencies (48%), own savings (G%),

snort term commercial loans (30%), commercial bank
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overdrafts (26%), and long term loans from financial
houses  (4%). Thus the biggest percentage of inputs
coming into the country are through donor agencies,
and private Ffirms and cooperatives own savings.
Given that both private firms and cooperatives can
solicit funds from donor agencies, the results stress
their importance 1in the procurement of the inputs.
The funds to meet both distribution and operational
costs are generated from: own business (48%), donor
agencies (22%), Mloans from commercial banks (13%),
institutions whose tenders they take 4%, bank
overdrafts (4%), and sponsors from other companies
(4%) - The costs are, therefore, mainly met through
own generated Tfunds. It is as a result of this that
a large percentage of these firms and institutions
48%) sell the inputs on cash, with credit Dbeing
limited to only a few well established customers.
This suggests that farmers with 1low and irregular
incomes have less access to the inputs and
explains the low level of farming technology
practiced in the country.

Third, the major iImportation constraints racing
these firms and institutions include: - inadequate
foreign exchange and lengthy procedures of processing
the little there 1is, high nominal and negative real
interest rates that discourage borrowing and lending,

and the lengthy procedures of processing import
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documents. Their distribution constrains include:
high motor running expenses, heavy hotel and food
bills, inadequate capital coupled with limited bank
loans and overdrafts, and inadequate vote given to
government ministries for handling agricultural
inputs. These suggest the need to increase Tforeign
exchange allocation to iImportation of the inputs,
ease the institutional restrictions on 1issuance of
import licences and foreign exchange and avail credit
facilities with reasonable terms.

Fourth, analysis of seasonality of demand and
importation procedures suggest that the importation
procedures for the 1inputs to be used iIn the first
season of each year have to start 1in June or July of
the previous year while those for the second season
should start 1in January or February of the current
year . This considers the fact that the inputs are
imported from Kenya and overseas. In addition,
delivery time for these inputs range from 3 weeks to
N weeks after opening a letter of credit. The major
suppliers of inputs to FSS, 1inorder of size, are
given in table 6. The results reveal lack of
entegrat ion between those who import the inputs,
iocal producers and the retailers.

Fifth, the survey reveals that a small
Percentage of the total numbe r of firms and

institutions control a large percentage of total
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transactions. However, no few Tfirms consistently
(over the years under study) controlled this large
percentage of total trade. This suggests inequality
in the distribution of trade among the major
marketing Tfunctionaries and lack of competitiveness.
When the firms and institutions are (grouped into
government, private and cooperative sectors, the
government sector assumed a greater and growing role
in procurement of the inputs (table 9).

Sixth and lastly, there exists a poor market
information network. This 1is mainly in terns of input
prices and sources of the inputs on the local market.
In addition, the following were 1identified as the
major obstacles to free entry into the market:-
institutional restrictions in the form of procedures
and time involved in issuance of import licences and
foreign exchange, 1inadequate foreign exchange and to

a less extent, inadequate capital combined with

limited credit fTacilities.
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CHAPTER FI1VE

CONDUCT OF THE AGRICULTURAL CHEMICALS AND FARM
TOOLS MARKET
The Chapter tries to correlate the data obtained
with the two major components of patterns of market
behaviour stipulated by Bain (1967). These are:-
i) The price policies of the enterprises, whether
acting individually or collectively.

ii) The process or mechanism of interaction, Cross

adaptation and coordination of the ©policies of
competing sellers 1in any market. The word "input”
where used will be restricted to agricultural

chemicals and farm tools.

In an attempt to achieve the above, the first
section of this chapter 1identifies fTactors affecting
the uniformity of the general pricing system. The
second part gives a brief analysis of the pricing
formula practiced by various institutions in the
market. These -include Government ministries, donor
projects, UCCU and Cooperative Unions, Uganda

Hardwares Ltd. (UHL), Associated Chemical Industries,

FSS and the open market. Implications of the pricing
system are also included. Under this section, the
efficiency of the pricing system is briefly
considered, basing the arguments on theoretical

factors necessary fTor an efficient pricing system.

The chapter includes analysis of factors determining



-94-

the sources of supplies and input stocks for FSS and
the sales promotion efforts taken by these shops to
attract customers. The last section considers the

foreign exchange allocation policy and its

implications on the input market.

5.1 FACTORS AFFECTING THE UNIFORMITY OF THE GENERAL
PRICING SYSTEM
Based on the survey carried out (March - April,
1987), the following factors were 1identified as being
the major sources of lack of a uniform pricing system

for 1inputs in Uganda.

a) Most of the inputs are imported and the
foreign exchange rate is therefore an important
determinant in pricing. During the years
between 1981 and 1985, the Uganda shilling was
floating with two exchange rates 1in force, a
lower one for priority items and a higher one
for luxury items. The clasification of items
and other related issues are clearly spelt out-
in exchange control circular no. 40 A (1982).
At the time of this study a TfTixed exchang;)rate
(US$ 1 = UG. Shs. 1408) with a parallel market
rate (USs$ 1 = UG. Shs. 16,000), ten times
higher existed. This implies an implicit
subsidy on inputs since theoretically they are

supposed to be purchased at the official
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exchange rate. The large difference in the
exchange rates implies a serious shortage of
foreign exchange to meet the input supply
requirements. Such a shortage is then
reflected in the scarcity of these inputs that
also causes their prices to continuously
escalate. Thus attempts to subsidize the
inputs through overvaluing the foreign exchange

rates are self-defeating.

b) Most of the inputs are brought in under
donor projects and bilateral arrangements and
their pricing is done without any serious

economic criteria (see section 5.2.2.).

c) Some inputs, especially farm tools, have
been distributed free by government and non-
government agencies (see section 4.2.1). The
same inputs have found their way to the open
market which affects any rational pricing

mechan ism.

@ The existing high nominal interest rates
(42%) have a dramatic effect on prices as many
enterpreneurs either borrow or would borrow
from banks for establishment, working capital
or local cover. However, lenders consider not
only nominal rate of interest but also the real

rate of interest. These are related by the
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following formula (Peter Timmer, et aj", 1984 ):
annual nominal
rate of interest)

Real rate of interest = annual rate of

inflation

The annual rate of infation in Uganda has been

in the range of 150% - 300%. This implies that

real interest rates have been negative, and
accordingly this favours borrowers while
discouraging savers and dwindling lending

capacity. <A likely consequence of this is the
rationing of credit implying that traders will
seek for other means of financing their
business. This diversity in sources of
finances constrains any attempt to have a
uniform pricing mechanism. In addition, while
some traders consider nominal interest rates
when deciding to borrow, others focus on the
real interest rate. The Ffirst category is thus
automatically discouraged from adding to their
working capital, through borrowing, by the#high
nominal interest rate. The second category is
limited in the amount of credit they can get by
the dwindled lending capacity of financial
institutions resulting from negative real
interest rate. The overalLimplication is that

there will be scarcity of the items traded-in
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(in this case - agricultural inputs) which then
limits attempts to have any uniform rational
pricing mechanism. In Uganda, for example,

savers have been hedging their money on fixed
assets like land, buildings, vehicles, etc,
which is contrary to the situation in Kenya
where the real interest rate 1is positive (about
2%) and many private business communities
borrow from financial institutions for their
business expenses. Thus the high nominal

interest rates and negative real interest rates
in Uganda have contributed to the existing
input scarcities and tended to put input prices

too high for ordinary farmers.

e) The 1irregularity and inadequacy in inputs
supplies have resuM sal iIn some speculative
elements being introduced in the pricing
formulae. These formulae are further

highlighted in the next section.

S.2 PRICING FORMULAE CURRENTLY PRACTICED BY THE

MAIKEJ ING FUNCT jtINAR 1ES

Ther»r* are many categories of marketing
tunctionar ies in the studied market (see section
y=1). This section attempts to analyse the pricing
formulae practiced by the major ones, separately.

Only one private commercial Ffirm (Associated Chemical
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industries) has been 1included, since the remaining
rave a common TFformula ot adding 15% - 20% handling
.hdrges to their c.i.i. (cost, insurance and freight)
impa la price. The formulae are given under

subsections 5.2.1 to 5.2 .6.

-=2.1. GOVERNMENT MIN ISTRIES

With the exception of Ministry of Rehabilitation

wti.h gives inputs freely, the other ministries apply

the formu la below:-

armers” price = c.i.f. Kampala price + Handling
Charges. The Ministry of Agriculture and Forestry

Ar = charges 15 percent while that of Animal
industry and Fisheries charges 20 percent as

landli ng charges.-

e—«2 DONOR AIDED PRUJECTS
lhe Coffee Rehabilitation Project (CRP) was
Hr RL jn 1983 to supply inputs to coffee farmers,
inputs were col looted by UCCU from Kampala and
ec 1 ibufed to Cooperative Unions. The price formula
was to charge 20 percent on the Kampala c.i.f.
r>ce. lhe agricultural reconstruction project
nter national Development Agency Credit 1328 - UG
1DA) is part of IDA credit for the
shabi litat ion of agricultural sector. The eligible
3erprises include Government Ministries,

-perat.ive unions and private firms in the
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agricultural sector. The cost centres considered in

the pricing schedule are:-

(i) i.f Kampala price of item, say X. ...le
(i) Add procurement fee 5% - 7.5%
(aiinn) Add, payment for 1import licences
(iv) Add, clearing agents fee,l% of c.i.Tf
values
w) Add, custom Charges/taxes
(vi) Add, storage charges/costs
(vi i) Add, handling and local transport costs
2
COST OF GOOD X in Kampala ...... Px
(viii) Add, profit margins for distributing
enterprises to come up with total
cost at selling point... ... ... ... ... ...... Px ’
Farmers®™ price per unit = Px3

Quantity of Good x.

The above formula has two advantages relative to
the other distributors. First, it considers many
cost centres (separately) to come up with a realistic
depot price of the 1inputs in Kampala. Secondly, the
profit margin allowed to the various up-country
distributors is Tflexible and reflects the differences
in costs of distribution incurred by the different
agents. There 1is, however, no follow-up mechanism to
ensure that the inputs are sold to the farmers at the
agreed prices. Unlike the other donor agencies, the

agricultural development project (ADP) uses a similar

Notej Px Bx and Rx are prices of item x at the

corresponding stages of the pricing.
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formula to that of MAF (see section 5.2.1).

5.2.3 UGANDA HARDWARES LTD. (UHL)
UHL has adopted a different pricing formula from
other distributors which differentiates districts

into three market categories based on distance from

Kampala. Category I covers areas 100 km from
Kampala, category Il is for those areas 101 to 300
kms and category 11l is any area above 300 Kkms from
Kampala. UHL has been distributing hoes which they

imported from China at a unit price of US $1.90
(UG.SHS.2,675.20). This was relatively a lower price
compared to MAF hoes that were imported at US $2.10
per hoe (UG.SHS 2,956.80). The computation of
farmer’s price of a hoe (table 12 on next page) is
used to illustrate their formula.

The table shows that the landed cost calculated
by UHL 1is UG. Shs. 3,485.60. This cost is already at
c.i.f Kampala price plus 30 percent handling charges
and is equivalent to farmer's price for MAF
distributed hoes. The parastatal sets its gross
margins at 45 percent, 30 percent and 5 percent for
categories 1 to Il1l1 respectively. This 1is to ensure
that those agents who distribute inputs to areas very
far from Kampala pay less for these inputs to UHL.
The difference in these percentages covers part of
the transport costs as the other part is taken care

of by the difference in the percentage of agents-”
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TME 12 QCBIING (F G BRAND HIES BY UH.

@ (ENTRES QNERGRY | CAEGRY |1 CAEIRY I

c.if. Kapda price (B\ 190) 287520 267520 267520

Licence Comvission, 0.5 1340 1340 1340
Brk Coaitient fee, T/ 2880 26.80 2680
Other Bark charges, 17 2680 26.80 26.80
Fnance charges, 40Z for 6 aonths 53510 535.10 53.10
Clearing charges 12800 12800 12800
L%ﬁgegﬁaw & s o 8030 8030 80N

. 348560 348560  3485.60
Quoss Margins, 451, 307, S 156850  1,045.70 17430

50410 453130 365990
Recoienced selling price ((H) 510000 455000  3,700.00

's aargins, 307, 457, 07, 104600 156900 244000
of LH landed cost.

Recoiiended agents' price 60000 610000  6,100.00
Retailer's largins, 177 of UH
I cost 59250 592.50 59250

Recaiiended Retailer's Price 6,70000  6,700.00  6,700.00

RE  UAA HFOWRES LD
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margins (next page). The UHL depot price thus ranges
from UG.Shs 3,700 (US $ 2.62) to UG. Shs 5,100 (US $
3.62). Therefore, a hoe imported at US $ 1.90 has

already increased by 37 percent to 89 percent before

leaving the depot. The tempation 1in this case is for
UHL to sell more hoes under category 1 and ]| to
maximise gross margins. Traders on the other hand

may pretend to be buying hoes which they will retail
in areas covered by category 111 and then sell them
from areas around Kampala, which are under —category
I. This way, they will have bought at the lowest
price and sell at the highest price, thus making
maximum profits and depriving farmers (in far away
places) of the inputs.

The agents®™ margins are set at 30%, 45%, and 70%
for categories 1-111 respectively. This 1is based on
the assumption that those who sell off in far away
districts need more incentives to cover their
transport costs and have a reasonable margin. the
agents” resale price is set at UG.Shs 6,100 (US $
4.33) or 128% above the Kampala c.i.f. price. This
encourages the agents to keep most of the hoes in
category 1 and Il as they can then maximise profits.
Retaillers sell at UG.Shs 6,700, allowing them a
margin of 17% of UHL landed cost regardless of

distances travelled from farming communities to the

agents®™ shops which are in major towns. the farmer®s
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recommended price 1is 150% above the Kampala c.i.f.

price .

5.2.4 UCCU AND COOPERATIVE UNIONS

UCCU uses three pricing formulae depending on
whether the inputs are imported, donor inputs or
local purchases, as indicated 1in appendix 12. It is
the only organisation which considers the source to
be vital 1in determining the price to be offered by a
farmer. Donor inputs are costed and distributed
through UCCU"s established channels. Local purchases
are from other importers and Ilocal producers of the
inputs.

Many unions purchase inputs from UCCU and are
allowed 10% margin, but in most cases margins range
form 10%-25% and in extreme cases may be as high as

90% above UCCU price (appendix 11). Inputs imported

by cooperative unions using the ARP-IDA credit scheme

(supervised by Uganda Commercial bank - ucB) are
priced using the formula developed by UCB. In such a
case, the Tfarmer’s price = ex-UCB price + (20% - 25%)

union mark-up; where the ex-UCB price is the priFe of
the item at the union®"s premises, and hence the cost
of the 1item to the unions at their selling points.
The ex-UCB price includes transport cost, storage and

handling costs and the 20% - 25% mark-up 1{isS a pure

profit to the union.
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5.2.5 ASSOCIATED CHEMICAL INDUSTRIES.

Associated chemical industries is a Ugandan
company specialising in importation of chemicals and
knapsack sprayers. They represent various overseas
companies and have a list of general distributors who
purchase from the company. Their cost formula is
indicated in appendix 13. it is noted that they have
built into their pricing formula elements likely to
affect prices, e.g. bidding charges, insurance costs,
SGS charges,and advertising charges. Some of these
cost centres considered make the formula unique or

different from those other formulae forementioned.

5.2.6 PRICES AT FARM LEVEL.

It has been shown that the pricing formulae
analysed in the chapter assume that the farmer gets
his inputs at Kampala landed cost plus (10% - 25%)
handling charges. The analysis on some major inputs
show that the farmers pay more than what 1is otherwise
recommended (appendix 11).

From the survey results (appendix 11) the price
of a hoe in FSS ranges from UG.Shs 6,500 in Kampala,
UG.Shs 10,000 in Tororo to UG.Shs 16,500 in western
Uganda. Open market prices range from UG.Shs 9,000
to UG.Shs 16,500. Gramaxone prices range from UG.Shs
12,500 in Rakai to UG.Shs 23,000 in Kampala. Open
Tarket prices range from UG.Shs 18,000 to UG.Shs

~1.500. Di thane M-45 prices in FSS range from UG.Shs
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8,500 to UG.Shs 15,000, while in the open market it
ranges from UG.Shs 10,000 to UG.Shs 15,000. The
trend is similar for all items analysed in appendix
11. The mark-up for FSS ranges from 3% to 100% over
the supplier’s price but in some cases it may go
higher than this; e.g. Ambush and C.P. 15 spray pumps
sold iIn Rakai district fetches 118% and 194% mark-ups
respectively. To analyse the distribution of mark-
ups received by FSS, each mark-up in appendix 11 is
taken as a unique statistical observation and then
grouped into classes of size 11. Each class
represents a group of mark-ups within that range.
The number of mark-ups in each class 1is computed as a
percentage of the total number of mark-ups in
appendix 11 and the results presented in table 13.

From the table, seventy six (76%) percent of the
time the mark-ups are between 3% and 35%, with  the
majority of these fal ling between 25% and 35%. This
range in mark-ups 1is none the Iless too high compared
to the recommended 10%-25%. This 1is worse for those
cases where the FSS are in the same location.

The open market margins over the suppliers”’
Prices range from as low as 6% to as high as 358%,
both figures inclusive. The distribution of this
range is presented in table 14, which is constructed

Jsing the method employed for table 13.
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Table 13: PERCENTAGE DISTRIBUTION OF MARK-UPS
RECEIVED BY FSS, FOR THE MAJOR ITEMS IN

APPENDIX 11.

CLASS % OF MARK-UPS
IN THE CLASS

3-13 11
14-24 29
25-35 36
36-46 8
47-57 8
58-68 4
69-79 3
80-90 2
91-101 4
102 + 1
TOTAL 0™ >

SOURCE: COMPILED FROM QUESTIONNAIRE RESPONSES.

*Figures do not add up to 100 due to rounding.
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Table 14: DISTRIBUTION OF OPEN MARKET MARGINS OVER

THE  SUPPLIERS®" PRICES.

CLASS % OF MARK-UPS IN
THE CLASS
6-35 7
36-71 42
72-107 24
108-149 14
150 + 11
TOTAL 98*
SOURCE: Compiled from questionnaire responses.

*Figures do not add to 100 due to rounding .

Frori table 14, the mark-ups are more often
between 36% and 107%, with the majority Tfal ling
between 36% and 71%. Thus a trader selling in the
open market enjoys a mar k-up, on average, of 33% to
72% over and above those enjoyed by FSS. This IS no
surpr ise since the input distribution system does not
provide any privileges to FSS as opposed to open
market hawkers. . A close look at appendix 11 reveals
that there is no uniformisuppliers” price and even
shops in Kampala quote different suppliers” pc ices
for simi lar iterns. The survey also revealed that
most traders in the open market operate withlOUt any

trade 1licence .
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5.3: THE OVERAL IMPLICATIONS OF THE PRICING SYSTEM.

This section looks at the effects of the pricing
system to both traders and farmers. Each formula
that has been given in section 5.2 has some
implications for the traders and farmers.

The Tormulae that add a Tfixed percentage margin
to c.i.f. Kampala prices is simplistic and not
sufficiently flexible to cope with exigencies of a
rapidly changing price situation. Such a formula is
likely to be incapable of covering replacement costs
and traders are unlikely to abide by it The
formulae encourages traders either to formulate their
own prices that are likely to cover their
distribution costs or to withdraw from distributing
the inputs. The first alternative will make prices
too high for farmers, while the second alternative
may lead to serious misallocation of resources e.g.
if cooperative unions withdrew from distributing
inputs under donor aided projects, the project
officers will have to take over the responsibility.

The formula by donor-aided projects like ARP-I1DA
formula, is an improvement over the government and
ADP  formulae that add a fixed percentage mark-up to
c.i.f. Kampala prices. This 1is because it takes
care of transport, handling and storage costs which
tend to be greatly affected by the existing

inflationary trends. The 5% difference 1In margins to
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be charged by cooperative unions, primary societies,
etc. is unrealistic. This ought to be TFflexible
enough to reflect the differences in distance of the
distributing agents from the source. The donor aided
projects formula, on the other hand, allows
distributing agents to fix their own margins which
are likely to reflect the differences in distances
from the source. This encourages the traders to
distribute the inputs deep, in the rural areas, as
they would be assured of covering their costs.
Farmers may, however, remain exploited through
imposition of unrealistically high margins by some
traders since there is neither competition in the
market nor any Tfollow-up mechanism to ensure that the

retailers stick to the agreed upon prices.

Like the cooperative unions and primary
societies, fixes a percentage margin A7%) for
retailers. Such Tformulae are likely to discourage

distribution of inputs deep in the rural areas and
the retailers are likely to be <“open market hawkers”’
who will then charge the farmers, in rural small
markets, about 100% mark-up. It has been shown that
UHL"s pricing formula provides the parastatal an
average net profit of UG. shs. 929.50 per hoe while
the agents who transport the hoes get an average of
UG. shs. 1685 per hoe (table 12). This is

unrealistic compared to the increased costs incurred



by the agents. Transporation has been cited by 45
percent of FSS as a major constraint in selling of
inputs (table 4). Similarly, major inputs
distributors gave high running expenses (30%) as
leading to inefficient input distribution (section
4.2.3.2). All these suggest that UHL gets very high
profits relative to the agents who have to meet the
high distribution and operational costs. This
0
further& implies that the parastatal’s formula is
biased by offering UHL such high profits, when the
parastatal does not incur distribution costs.

The consequences of such a bias is encouragement
of non-movement of goods outside Kampala region.
Where they are moved, it is likely to be dominated by
"open market hawkers” who will then sell the inputs
at much higher prices. Such prices may be too high
to be afforded by ordinary, non-progressive Tfarmers.
This also suggests that i1f the formula is to work it
would require heavy administrative inputs interms of
monitoring the flow of the hoes to rural areas.

Taken together, all the fTorementioned inputs
pricing formulae (section 5.2) form what one may call

the inputs pricing system in Uganda“. The
efficiency of this pricing system can be assessed
basing the arguments on Ngumi (1976)°"s model which,
according to him, can be used for any market

category. Based on the model, the inputs pricing
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system in Uganda appears to be 1inefficient. The
following provides evidence as to the inefficiencies
by highlighting the deviations between the model and

the actual situation in the country.

a) Traders in the same locality charge
high as over 50 percent differences in the
price of similar items. For example a litre
of Ambush costs UG.SHs 15,000 in Bukola FSS and
UGShs. 8,000 in West Mengo cooperative society
FSS while both FSS are in Kampala. The
percentage difference in the price charged is
about 76.5%. Similarly one kilogramme of
pencozeb costs UGShs. 6,900 in pet shop (FSS)
and UGShs. 11,000 in Bukola FSS. These two FSS
are again found in Kampala and yet they charge a

price difference as high as 59.4 percent.

b) The formulae by major distributors indicate
that for similar items, from the same source,

the Kampala landed costs will differ.

c) The price differences among
geographically separated markets are not
anywhere equal to transfer costs. For example,

no transfer costs can explain why a litre of
ambush costs UGShs 15,000 in Bukola FSS
(Kampala) and UGShs. 12,000 in Tukole

Kangurumira FSS (Jinja) given that Jinja is 150

as
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kms from Kampala and Kampala 1is closest to the
source of the input. Similarly Dithane M-45 1is
costed at shs. 12,000 1in Famous distributors
(Kampala) and UGShs. 10,000 in South Bukedi FSS

(Tororo) yet the two are 300 kms apart.

d) The pricing system appears to be speculative
based on scarcity of the items. Thus they do

not reflect market forces of demand and supply.

In summary, the major input distributors
pricing formulae suggest that farmers should be able
to get their 1inputs at Kampala landed cost + (10% -
25%) handling charges. On the contrary, FSS which
include cooperative unions and primary societies,
sell the inputs to farmers at prices far above those

worked out by those distributors.

5.4. ANALYSIS OF FACTORS DETERMINING SOURCES OF
SUPPLIES. INPUT STOCKS AND SALES PROMOTION

EFFORTS.

This section is based on questionnaire responses
from FSS and is divided into three subsections.

These are:-

i) Factors determining sources of input supplies
ii) Factors determining input stocks for FSS.
iii) Sales promotion efforts taken to attract

customers to the FSS
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5.4.1. FACTORS DETERMINING SOURCES OF INPUT SUPPLIES.

TABLE 15: MAJOR PARAMETERS IN DECIDING ON SOURCES OF

INPUTS SUPPLIES.

PARAMETER % OF FSS
Fair prices 40
Availability of the inputs 16
Transport costs 12
Quality of inputs 12
Whether UCCU has the supplies 9
Credit facility arrangements 7
Extension officers® advice 2
TOTAL 98*

SOURCE: Compiled from questionnaire responses.

¢Figures do not add to 100 due to rounding.

Table 15 indicates that most FSS do prudent
shopping by comparing prices and quality of the items.
Price is the major parameter (40%), although it is
limited by the availability of the items (16%). An
important observation is that the FSS (9%) will Tfirst
consider UCCU as their source before turning to the
other major distributors. This suggests that UCCU is
the most favoured source since no other specific
distributors are mentioned. It also suggests that

UCCU may be the cheapest source given that price is
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their major parameter in the decision-making.
From the same table, one can conclude that the

FSS owners are rational 1in deciding on input supply

sources. This is illustrated by the order of the
major TFfactors; i.e., price, availability, transport,
quality, etc. It is noted also that among their
operational and distribution costs, transport is

given highest <consideration, an indication of the
importance of infrastructure in determining the
interactions of market functionairies and hence

market conduct.

5.4.2. FACTORS DETERMINING INPUT STOCKS.

Table 16 (next page) helps to bring out those
factors upon which FSS base their choice of what type
of inputs they stock in their shops. The table
indicates that input stocks are determined mainly
according to farmers” demands, which take into
consideration seasonal requirements (561%).

Although  farmers* demands measure highest in
deciding on input stocks for FSS, they are also
guided by their previous sales records (13%). This
helps to indicate that personal experience, 1iIn terms
of both rate of stock turn-over and profitability,
will always determine what a trader deals in. As
indicated earlier (section 5.4.1) scarcity of the

items may limit the flexibility of the traders in
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table 16: FACTORS DETERMINING TYPES OF INPUTS  THAT

ARE STOCKED BY FSS

Farmers®™ demand 51
Availability of items 11
Area of operation 6
Previous sales record 13
District agricultural officers® advice 6
Requirement by primarysocieties™ 5
Current market prices 5
Availability of funds 2
New business opportunities 1
TOTAL 100

SOURCE: Compiled from guestionnaire responses.

*Given by cooperative unions only.

whatever decisions they take regarding input
distribution. Other parameters that are considered
include”™ requirements as per area of operation 6%),
advice from agricultural officers (6%), requirements
by primary societies (5%), availability of funds or
working capital (2%), and existence of new business

oppor tunities .
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5.4.3. SALES PROMOTION EFFORTS TAKEN TO ATTRACT

CUSTOMERS.

TABLE 17: SALES PROMOTION EFFORTS TAKEN BY FSS TO

ATTRACT CUSTOMERS.

EFFORT TAKEN % OF FSS TAKING
THE EFFORT

Advertising 32

Lowering prices relative to other FSS 29

None 11

Offering quick services/using a
nice language

Offering regular customers credit

Stocking enough

N N ()] ©

Visiting progressive fTarmers

N

Observing quality

Increasing society"s membership* 2

TOTAL 99

SOURCE: Compiled from questionnaire responses.

*Only cooperative union FSS

Table 17 gives promotion efforts taken by FSS to
attract customers. The table iIndicates that FSS
compete for their customers, mainly, through

advertising (32%) and price cutting (29%). There is
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a possibility, however, that some of these FSS may

claim to advertise while they actually do not. If
this hypothesis remains true, then price cutting
remains the major form of competition they adopt. An

important observation is that 11% of these shops wake
no promotion efforts, an indication that scarcity of
the inputs has reduced the intensity of competition
to very low levels. When these shops were asked why
their prices differ, they advanced reasons presented

in table 18.

TABLE 18: SOURCES OF VARIANCES IN FSS PRICES

REASON % OF FSS
GIVING THE REASON

Varying transport means and costs 25

Different sources of supplies and hence

different purchase prices 36
Varying rents/storage costs 11
Handling costs differ 6
Wages paid to workers differ 3

Some FSS have access to credit while
others do not 6

There are so many kiosks dealing in the
selling of 1inputs 14

TOTAL 101~

SOURCE: Compiled from questionnaire responses.

¢Percentages exceed 100 due to rounding.
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From the table, it is evident that due to
existence of so many sources of supplies with each
source having its own prices makes farm supply shops
to sell at different prices. This 1is again reflected
in table 15 where the FSS stress comparison of prices
as a major parameter in determining where they
purchase their input stocks. Other reasons advanced
for these differences 1in prices include; varying
transport costs (see also section 5.4.1), existence
of so many privately owned kiosks, different
storage/rent costs, handling costs, etc. While it
may be argued that existence of so many privately
owned kiosks would lead to more competition and
therefore fairly uniform prices, the situation is
different. The kiosks purchase their inputs from
established FSS and because inter-FSS purchases are
high (table 6) this aggravates the scarcity of inputs
in FSS. Consequently, the FSS speculate when setting
their prices. It is due to different levels of these
speculations that prices will then vary from one FSS
to another.

In summary, poor infrastructure, scarcity of
inputs, existence of so many middlemen, lack of
credit facilities and limited working capital are the
rogjor Ffactors affecting the behaviour of FSS and

hence the patterns of behaviour of the entire market.



5.5. FOREIGN EXCHANGE RATES FOREIGN EXCHANGE
ALLOCATION POLICY AND THEIR IMPLICATIONS

In the first part of this section, an attempt is

made to analyse the effects of overvalued exchange

rates on the availability of foreign exchange. The

second part focusses on Uganda“®s foreign exchange

allocation policy and its imolications on the

availability of agricultural inputs.

5.5.1 EFFECTS OF OVERVALUED EXCHANGE RATES ON
AVAILABILITY OF FOREIGN EXCHANGE
Uganda®s foreign exchange rate is overvalued by
nearly 1036% (section 5. la>. The more a country®s
exchange rate is overvalued the less it tends to
export and the more it imports (D. Salvatore, 1983).
This is illustrated in chart 9 below. The analysis
assumes country "A" to represent all the countries
which receive Uganda“®s exports and at the same time
export to Uganda. It is assumed that the foreign
exchange involved in the transactions is in the
United States (US) dollars (¥). The analysis also
assumes the notion of ceteris paribus, so that it is
only exchange rates affecting level of exports and
imports.
In the left panel of chart 9 below, SM™ is
Country "A""s supply curve of imports to Uganda
expressed in Uganda Shillings (Shs) when the exchange

cate is R = Shs 16000/% 1, and DM®" is Uganda®s demand
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chart 9. EFFECTS OF OVERVALUATION OF EXCHANGE RATES

ON LEVEL OF IMPORTS AND EXPORTS.

UGANDA'S IMPORT MARKET IN SHS. UGANDA'S EXPORT MARKET IN SHS.

curve for 1imports in Uganda Shillings (Shs.). With
DM* and SM® equilibrium is at point "B", where the
domestic price of the imports is and the quantity
Oof the 1imports at Q . This 1is the equilibrium at
the real exchange r::;lte as reflected by  forces of
demand and supply £or Tforeign currency (&) in the
open market. When the government overvalues the
foreign exchange rate ( so that one shilling becomes
equivalent to more foreign currency, $) to R = Shs

1400/%1, country "A""s supply curve of imports to

Uganda in terms of Uganda Shs. rises (shift
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downwards) to Srn"”. This 1is because, at the new rate,
each shilling that country "A” "s exporters earn in

Uganda is now 1036 percent more 1in terms of dollars

($). The new equilibrium is at point N, with imports
becoming cheaper and increasing in volume to
Q - This is on assumption that the demand for
m2

foreign currency (Dm*), which reflects the demand for
imports, remains constant.

In the right panel of chart 9, Dx" 1is country
*A""s demand curve for Uganda’s exports expressed in
Uganda shillings at R = Shs 1600/US$1, and Sx-© is
Uganda®s supply curve of exports in Shs. With Dx" and
Sx" equilibrium is at point C, with the domestic
price of exports at Pxl and quantity of exports at
Qx1l. When the government overvalues the foreign
exchange rate to R = Shs 1400/%1, country *A""s
demand curve falls (shifts down) to Dx" and the
equilibrium is at point E. The domestic price of the
exports falls to Px2 and the quantity of the exports
to Qx2. The fall in demand is because each dollar
(%) is now worth 1036 percent less in terms of Uganda
shillings.

In general, therefore, Uganda®s imports tend to
increase due to lower domestic prices and this
reduces foreign exchange reserves. On the other
hand, her exports are reduced thereby Jlowering her

foreign exchange earnings capacity. The consequence



of the two effects, taken together, is the increased
unavailability of foreign exchange due to the
overvaluation of the country®s foreign exchange rate.
It is in this respect, that the country®s foreign
exchange for importation of agricultural inputs is
inadequate, leading to scarcity of the inputs and
unfair pricing. In comparison, Kenya“®s foreign
exchange rate (which 1is overvalued by 20%-25%) is
more realistic and consequently Kenya gets more

inputs relative to her needs than Uganda.

5.5.2: FOREIGN EXCHANGE ALLOCATION POLICY AND 1ITS
IMPLICATIONS

In Uganda, the amount of foreign exchange
allocated to any sector varies monthly depending on
the revenue from coffee. According to information
available in Research department of Bank of Uganda,
50 percent of total foreign exchange earned goes to
debt servicing, 20 percent to petroleum products, 25

percent to ministries and 5 percent to misee llaneuos

expenses. Thus, it is the 5 percent that forms
direct allocations for importing, travelling,
servicing exports, remmittances, etc. From this 5
percent, an allocation of 50 percent goes to direct

imports and 40 percent of this (1% of total monthly
foreign exchange earned) goes to importation of

agricultural requirements. These may not be



confined to agricultural inputs, implying that direct
allocation to importation of agricultural 1inputs is
less than 1 (one) percent of total monthly foreign
exchange earned.

The Ministries of Arriculture , \nimal Industry
and Forestry, and Rehabilitation may also direct part
of their allocation to purchase of agricultural
inputs. Nevertheless the amount that goes into
direct purchases of agricultural chemicals and farm
tools remains very small.

Government policy, in agriculture, stresses
increased agricultural production through adoption of
modern agricultural practices with special emphasis
on utilisation of modern agricultural inputs. This
is in line with the fact that agriculture -earns 95
percent of total foreign exchange Tfor the country.
Given the meagre allocation of foreign exchange to
boost the availability of agricultural 1inputs and the
existing overvalued foreign exchange rates, one would
conclude that the sector has been underrated. Such a
situation is unrealistic and suggets a critical
review with special emphasis on sectoral balance.
Policy guidelines are thus drawn (chapter six) for
the concerned to alleviate the exsisting malfunctions

in the marketing and distribution of agricultural

inputs .
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CHAPTER S1X

SUMMARY AND POLICY RECOMMENDATIONS

6.1. SUMMARY
This study revealed the following main points:
First, that the firms and institutions handling

agricultural chemicals can be grouped into private

commercial firms, cooperatives and government
departments. All donor projects are directly or
indirectly supervised by government departments.
Simi larly, inputs coming into the country under
bilateral or unilateral agreements are handled by
government departments. All the agricultural
chemicals, except for non-manufactured ones like
manure, are imported from Kenya andoverseas.

Delivery time takes from three weeks to thirty two

weeks after a letter of credit has been opened for
the local firm or institution. Farm tools are both
imported and Jlocally produced, directly or indirectly
takes from three to thirty two weeks after a letter
of credit has been opened for the local
firm/institution. Farm tools are, 1in addition to
what happens to marketing of agricultural chemicals,
partly locally produced.

Second, that for whatever channel of
distribution, a portion of both categories of inputs

wl"l reach the open market before reaching Tfarmers.
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In connection with this is the fact that these inputs
are scarce and their prices are mainly based on
speculation. This speculation is caused by excess
demand coupled with uncertainities 1in the open market
dollar value and arrival of next consignment of the
inputs .

Third, that with the exception of government and
donor- inputs, all the others are financed mainly
through own-savings. That 1is to say, only in very
insignificant instances are the private commercial
firms and cooperatives able to raise funds through
seeking credit or loan facilities. Consequently
sales of these inputs are mainly on cash-basis.
Shortage of foreign exchange and 1its unduely long
processing procedures, high nominal and negative real
interest rates, and the 1long time taken to process
importation documents are the major constraints in
procurement of the inputs.

Fourth, poor infrastructure is a major
hinderance in the local distribution of the inputs.
This is in addition to lack of adequate operating
capital and absence of credit/loan facilities. Farm
supply shops are of the opinion that to ease
distribution of these inputs in a bid to make the
marketing more efficient, three issues need strong
consideration. These are:- avail credit facilities,

improve transport infrastructure and increase foreign
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exchange al location quota for those agricultural
inputs.

Fifth, that the marketing system for both
agricultural chemicals and farm tools is such that
the inputs were concentrated in a few hands. That 1is
to say, only a few firms and institutions controlled
a much bigger share of the traded volume, there by
suggesting lack of competitiveness 1iIn the trade. When
the firms and institutions were grouped, government
ministries and donor agencies under them assumed a
greater and growing role in procurement of these
inputs. Lack of competitiveness in the market can
be tied to shortage of foreign exchange and its
allocation procedures. If foreign exchange was
enough or the little that was available had been
allocated evenly over all registered importers of the
inputs, some element of competitiveness would have
been assured. On the contrary, the procedures "have
tended to favour a few firms or iInstitutions, every
year, while 1ignoring the majority.

Sixth, that there exists poor market
transparency. That is. information on prices and
markets for these inputs (domestically) is lacking.

~his iIs despite the existence of large number of
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farm supply shops characterized by very low intensity
of competition. The study also reveals lack of
market integration, vertical or horizontal.

Seventh, there are no serious barriers to free
entry in the domestic component of the market, except
for capital constraint. As far as importation of the
inputs is concerned, the major constraints to free
entry are: non-competitive reactions of established
firms, institutional restrictions in the form of
lengthy procedures involved 1iIn issuance of import
licences and foreign exchange, inadequate foreign
exchange, and to a less extent inadequate capital
combined with Jlimited credit Tfacilities.

Eighth and lastly, that there is no uniform
pricing system for these Iinputs. All the formulae
practiced by the major firms and institutions show
lack of Fflexibility to the existing inflationary
trends and can thus be regarded as unrealistic.
There appeared to be some distortions in the
marketing system in the form of unreasonable profits
being earned by some middlemen. This has the effect
of unnecessarilly raising the prices paid by farmers.
In general, the study reveals pricing inefficiency in

the market and general marketing inefficiencies.

6-2 POLICY RECOMMENDATIONS
Based on the results of this study. the

following recommendations are proposed for policy
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action :

First, the assumptions of significant roles in
input procurement and distribution by government
departments (section 4.3.1) should be discontinued.
This is because such a role tends to divert the
energies of public servants and government resourées,
particularly in the Ministry of Forestry and
Agriculture, away Ffrom much more important tasks of
agricultural research, extension, sector planning and
monitoring. Thus the government sector should
concentrate on:-

i) Testing agricultural chemicals with intent to

banning importation of those found to be harmful

to humans and/or the environmeAt.

ii) Issuing positive lists of agricultural
chemicals found to be effective and safe if. used
properly. In this connection, government should
play a leading role in the training of private
traders and farmers on correct application of

particular agricultural chemicals.

iii) Disseminating information to the relevant
persons on the existing markets and prices of
agricultural inputs. It should thus create
incentives, for both the private and cooperative
sectors to become more involved in the

procurement and distribution of the inputs. To



-129-

bring distribution centres close to farmers,
both the cooperative and private sectors should

be encouraged to open up more retail points

close to TfTarmers. It is the role of the
government sector to ensure security and
political stability which would induce the
bus iness common ity to invest more in such

ventures.

iv) Repairing the existing road network and
providing all those other amenities likely to
improve transport infrastructure and eliminate
any unnecessary rules and regulations which may

hamper business operations.

Second, in the event where private firms are
unable to open retail points at and beyond district
levels, there is need for them to get integrated with
the existing FSS and primary societies. This
requires providing the FSS and primary societies with
credit facilities, allowing them to sell the inputs
on a commission basis, and any other measures or
agreements likely to create close collaboration
between the Tfirms and FSS.

Third, there is need to review the current
foreign exchange allocation policy with a view to
realising increased flow of these agricultural
inputs. This requires a review of the present quota

system so as to have the allocations reflect the
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actual contributions of the different sectors to
gross domestic product (GDP) and export earnings of
the sectors. Similarly, consideration should be
given to adopting a system of direct and regular
allocations of foreign exchange for critical agro-
industrial input procedures. In the long-run this may
greatly alleviate the exsisting scarcity of the
inputs. The current Bank of Uganda foreign exchange
procedures for scrutinizing importers granted
allocations should be further tightened to ensure
that these importers actually use allocations for the
authorized imports. Commercial Banks should explore
more TfTlexible approaches to the problem of importers
presenting 100 percent of the local cover for Tforeign
exchange at the time of allocation. That is, credit
facilities should be easily availed to pr ivate and
cooperat ive importers so that lack of local cover
should not limit the volume of inputs they would
otherwise have imported.

Fourth, as long as scarcity remains, there is
need to properly coordinate and monitor agricultural
inputs flow in the country. The major objective
should be elimination of unneccessary middlemen who
strive on lack of market information thereby making
the input prices too high for farmers whose produce
prices are government <controlled.. This may be

ach ieved if the office of the commissioner for
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inputs (MAF) in collaboration with agricultural

secratariat (Bank of Uganda) could come up with a

working method aimed at performing the following

principle functions:-

a) Monitor and compile, on a continuous
basis, information on the volumes and prices
(cif) for agricultural inputs entering the

country. With such information, the unit should
come out with a suitable National pricing
structure for aid, privately or otherwise
imported inputs and locally produced inputs so
that subsidisation in any of the categories does
not distort the true picture in working and

competition. It is hoped that with a national
pricing policy, differences in the prices of
basic inputs supplied by different agents and
the resultant movement between markets would

cease.

b) Regularly assess the actual input flows
against government sectorial planning priorities
to determine if situations of over or under
supply existand to issue regular situation
advisories to government, donor agencies, and
private sector input suppliers on such

s ituat ions .
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c) Monitor the in-country distribution of these
inputs with respect to end-user destinations: -
Margins for dealer costs, including
administration, handling, transport, and profit,
and major problems 1incured in the distribution

networks.

d) Conduct detailed analysis on the technical,
financial and economic costs and benefits of
input use in improved technical packages. This
should be done in collaboration with government
ministries of MAF and MAIF, uccu, and the
private input suppliers. The unit should then
issue regular advisories to Bank of Uganda and
the Tforeign exchange allocation committee on the
findings.- Such information would be helpful in
achieving the second policy recommendation which

is an foreign exchange allocation policy.

e) Look into possibilities of improving market
integration. The unit should encourage the
importers and in-country agricultural inputs
distributors to draw up operational contracts or
agreements. These should aim at making sure
that no single importer is allowed to sell to
end users and or unlicensed middlemen while the
in-country distributors are prohibited from

importing the inputs. Such operational
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3grooiftgnts exist in the marketing of pesticides

in Kenya (Aloys Tumbo et al, 1983).

Fifth, there is need for the marketing Boards
(LINT MARKETING BOARD, COFFEE MARKETING BOARD, etc)
to look into possibilities of providing inputs to
their farmers on a credit-scheme basis. B.A.T., for
example, provides inputs to tobacco growers on credit
and recovers the repayments from farmers® crop sales.
The inputs are provided through their district
tobacco growers cooperative unions. Thus, the
suggestion is for the other marketing boards +to
emulate their B.A.T. counterparts. This may be quite
feasible for tea growers, cotton growers, coffee
growers and commercial farmers of traditional crops
like sim-sim, cowpeas, maize, sorghum, etc. This
policy suggestion should be temporal and should not
operate in a situation where enough agricultural
inputs can be either imported into the country or
locally produced.

Sixth and Jlastly, it has been shown that real
interest rates in Uganda are negative and that such
a situation reduces the capacity to lend. Although
nominal interest rates are high the government
monetary policy should desist any attempt to lower
nominal interest rates to avoid dwindling lending
capacity. This is because any attempt to lower

nominal interest rates without proportionately
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lowering the level of inflation, will result in more
negative real interest rates. Thus, the government
monetary policy should be directed towards reduction
of inflation. If this could be accomplished, real
and nominal interest rates would be reduced leading
to more stable financial markets. Also as a broader
economic policy, more realistic foreign exchange
rates should be aimed at so as to reduce the shortage
of foreign exchange. This would make exports of
agricultural products more competitive and increase
returns to the producers (farmers), assuming that the
increased revenues were reflected back to them. In
summary, it seems that a combination of realistic
exchange rates and sound monetary and fiscal policies

are necessary conditions to put the input marketing

system in better order.
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PERSONNEL DIRECTLY

APPENDIX 2

INVOLVED IN HANDLING

AGRICULTURAL [INPUTS.

AGRICULTURAL STAFF

IFIELD REPRESENTATIVES!

=

FIRM OR | G6RADuATEs |[DIPLOMATS 10® LEVEL

INSTITU-I

TION |
CODE |
NUMBER 1

1 1
2 45
3 30*
4 30*
5 13
6 6
7 2
8 1
9 1
10 1
11 la
12 1
13 2
14 3
15 1
16 2a
17 4
18 5
19 8
20 3a
21 la
22 12
23 1
SOURCE:

SEE KEY NEXT PAGE.

1
| TO
JA ” LEVEL
- 110
9
13
1 5
1
> 6
4
4
1 3
2
3 2
18
15 219
la
12
5 b
2

COMPILED FROM SURVEY RESULTS.

ABOVE
LEVEL

1 A"

30
30
30
22
13

DAO’S
DVO*S
DVO’S
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KEY TO APPENDIX 2

VETERINARY MEDICINE

Not trained 1in either Agriculture or
Veter inary.

Management of Cooperative Unions and
Societies are subjected to continuous
training on agricultural input use
and general management at their

respective District Farm Institute

(OFI ) .



(TONNE)

ANONIUH
SULPHATE

amgnium
SULPHATE
nitrate

UREA WITH
< 4572 N

UREA WITH

452 N

OTHER NiTRO-
6ENOUS FERTI-
LIZERS N.E.S.

SUPPER
PHOSPHATES

OTHER
PHOSPHATIC
FERTILIZERS

POTASS1C

FERTILIZERS

FERTILIZERS
N.E.S.
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appendix 3. [ETILIZERS [BWND A\D SUFRLY 1971 ; 19

DEMAND
RECIEVED
UNSATISFIED DEMAND

DEMAND
RECIEVED
UNSAT IF | ED DEMAND

DEMAND
RECIEVED
UNSATISFIED DEMAND

DEMAND
RECIEVED
UNSATISFIED DEMAND

DEMAND
RECEIVED
UNSATISFIED DEMAND

DEMAND
RECEIVED
UNSATISFIED DEMAND

DEMAND
RECEIVED
UNSATISFIED DEMAND

DEMAND
RECEIVED
UNSATISFIED DEMAND

DEMAND
RECEIVED
UNSATISFIED DEMAND

ORE AAWNG UNT, MP 197,

1971

1,500
771
729

l.ooo
1,720
280

i,000
i,260
260

i.oo0
826
174

4,000
3,934
66

2,500
895
1,605

100
63
37

2,000
1,596
404

18,000
16,092
1,908

YER

! 1972 ! 1973 ! 1974 1 1975
i 1,500 1,500 : 2,000 : 3,000
! 674 ! 230 5 923 ! 500
! 826 ! 1,270 1 1,077 ! 2,500
| G—
2,000 : 2,500 : 2,500 1 2,500
1,145 ! 2,331 1 506 ! 1,505
| 855 ! 169 ! 1,994 L 995
[ !l
1,500 ! 1,500 i.soo ! 2,000
iso 205 : 2 I 1,500
11,320 : 1,295 ! 1,498 ! 500
i I 1
1,000 i 1,000 i l,o00 ! 1,000
1,945 ! 5501 203 1 -
I 945 ! 450 ! 707 : i,000
1 t |
4,mo : 5,000 : 5566 ! 6500
1 3,107 ! 2,224 | 1,844 350
| 893 ! 2,776 ! 3,656 ! 6,150
i t i t
2,500 : 3,000 : 5,000 ! 6,600
920 : 2,000 : 1,972 F -
| 1,580 : 1,000 ! 3,028 ! 6,600
H i i | | II 1
iso iso 200 200
) 38 91 31
112 ! 59 1 197 t 200
! Py
3,000 : 3,000 : 4,000 : 6,500
2,992 ! 1,420 ! I 350
! 8 ! 1,580 ! 4,000 ! 6,150
i | by b
15,400 114,000 110,300 ! 4,000
1 9,238 14,471 ! 4,348 | -
! 6,162 ! 9,529 ! 5,952 1 4,000
Il | i | » * .

ARG

11,900
{ 620

. 1,280
1

11,280
1 1,441

g: 859

! 1,500
! 630
870



iPPENDIX 4:

year

1 HOES

1971
1972
1973
1974
1975

1971 -
~ve rage

2 RANGAS
1971
1972
1973
1974
1975

1971 -
Average

SOURCE : PLANNING UNIT,

1975

1975
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DEMAND SUPPLY
1,500,000 121,407
2,000,000 238,209
2,500,000 900,000
2,900,000 457,787
3,600,000 890,000
2,500,000 521,581
1,000,000 823,190
1,000,000 246,910
1,500,000 108,410
1,500,000 61,834
2,000,000 205,300
1,400,000 289,129

MAF 1976.

DEMAND AND SUPPLY OF JEMBES AND PANGAS 1971 - 1975

UNIT 1 % CHANGE OVER
PRICE PREVIOUS YEAF
(PER UNIT)

4.25 -

4.50 +6

6.70 +49

16.25 +143%
21.50 +32%

° g4 +63

2.40

2.50 +4%

5.00 +100%

5.90 +18%

12.50 +112%

5.66 +59%
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appendix 5: REQUIREMENTS AND AVAILABILITY OF BASIC CHEMICALS (1S71

TYPE

}

1

'
FUNsCIDES  [BVAD 1247 S W
(TONNE) RECEVED 19 ! a
UNSATISHED (BWRD ! 188 % 88

-1

herb lcidees” Il ehand :_41) I 41)
(TONNE) RCEVED 'y, B
UNSATISHED [ARD 190 } 2”5
INSECTICIDES D 110 l N00
(TONNE) RECEVED I 473 [ o4
UNGATISHED (BND | 62 | 10%6

SOURCE:  Planning Unit NP 19%

YEAR

Eeb Yss s

BRE 908 8u8

RS

g
5
E
S
5

BHE =88

2000

1975)

ARG
1971-75

3140
20
15940

200

148

1120
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APPENDIX 7.
QUEST IONNAIRE FOR IDENTIFIED MARKETING FUNCTIONARIES

CONFIDENTIAL

Name of Firm/Ministry

Address

SECTION A: Available Personnel and Facilities for
handling the Procurement, and Distribution

of Agricultural Inputs.

A. 1: Personnel

Duty Number of Staff

e .g Administration

Management/Coordination

Sales

Field Respresentatives

Agricultural Staff ___.__. Graduates

Diplomates

A. 2: Storage

Bonded Stores Location Capacity Rent



Othsr stores

State problems experienced in storage, and
also your future plans 1iIn storage ( e.g- new

stores and their capacities)

Transport

a) Own transport Type Capacity Number

b) Hired Transport Type Rates/km Normal
Distances

covered (k
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c) State problems experienced in transport and
future plans for 1improving your transport
(e.g purchase of new vehicles, types and

capacity)

A. 4 Finances

a) Source of funds for iImportation

b) Source of Tfunds distribution/operations

c) Terms of Sales



-150-

d) State problems encountered in Tinancing

importation and distribution.



ShtJTION M. |

AElcui iORALIMLITILIIMDLE O d EJIILIH Sj ASLJIELLILMS

[HF L handi.fd_purtwg thf u § roe o v ar$ INPUT rROCURTHEH
| 1984 J Im 1986 e T I\/}ajre) .Chagnels lFJ(?O,?ng?jKT
. . | i of Distribu-  Unit Price
!QuanntyiJ Vthée i!tenant| tv VgLuse Ouar Vg#]ue owchase  Tain églrieépate o stribu- 4 95, [ohs
. . S - il?
(a) | (a) D) A,QE,{{QE Safe il
| —----
I t oo R i ——
» I -
' i
’ 9
! %
< |
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(1)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

O
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Do you operate retail outlets ? YES/NO....

If yes, which specific areas do you cover?

Are you resticted to any area of operation ?

Give reasons advanced for such action

What is your feeling towards new entrants into

this business ?

Do you prefer customers who come to purchase

directly from you or those to whom you deliver

the supplies ?

Can you please give a reason for your answer

For how long have you been in this business ?

Is the business personal or you share with

others ? specify

Do you know other traders who deal in the same

business ?

If yes, do you know their sources of supplies?



(xi)

(xii)
(xix)
(xiv)
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How then do your selling and purchasing prices

compare ?

How do you obtain information on your

competitors ?

What do you consider to be your major

problems in this business ?

How do you consider the government can help
you to become more successful in your

business ?
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APPENDIX 8
CONFIDENTIAL
QUESTIONNAIRE FOR COOPERATIVE AND PRIVATE FARM SUPPLY

SHOPS

Date of INTETrVIieW e, 1987

1. FARM SUPPLY SHOP PARTICULARS

L. Name of Supply ShOp e
ii. Owner of Supply Shop e
iii. Respondents Name and Title .
iv. District ..o TOWN e Street. ..o
V. Date when opened .
Vi . Number of people employed: Total .

Category No.



ITem
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I'l. PROCUREMENT AND DISTRIBUTION.

-List the

provide the

- e e

=e

major

other

INFUl procurerrent:

Purchase!
Arrange-!
tent !

1
i

i

i

t
Min 1
Source!

!
!

items

required

you have

1

e.g. !
Farters |
Traders !
Societies !

1
1

been dealing

information in the

1 Types of \ Awerage Lhit |
! custorrers !

Price in 1986 !

in and

table.
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11l TRANSPORT
3.1 How do you Transport
suppliers?
a) Private means
b) Hired means
1V. STORAGE
4.1 Type of store :
Permanent ...
4.2 Category of Store

Category

Own Store

Rented Store........

Other

Capacity (M 2

your inputs

Type

2

Rent per

from your

Capacity

month

(Sh.)
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4.3 Average length of storage before whole

stock is sold.

Items Length of storage
(days/Weeks/months)

4 .4 What is your estimated storage costs per

month? Sh/month.

V  SAES FROCEDRES

5.1 Indicate the quantities of aajor ite«s sold in each nonth during 1986.

Major te» J F HA MJ J A S o ND Tota 108
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.2 For which items do you experience shortages?

5.3 Which items experience quick or slow sales?
(tick where necessary)

Item Quick Sales Slow sales



5

.4

5.6
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How do you determine retail prices? Please give
the range of margin in percentage or shillings.
Major Suppliers Margin Price Price in
Items Price in shop open Market

Are there any other farm supply shops in your

town or district?

(Name them and give their location)

compare to those of other

How do your prices
farm supply shops

be low my pr ice

ii. above my price

in your area?

equal to my price
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If prices are different what do you think is the

reason for this difference?

How do you decide which supplier to get your

supplies from?

Explain by using examples of your major sales
items, how different suppliers charge different

prices for similar items.

I tern Suppliers Name and Price

1st Supplier 2nd Supplier 3rd Supplier



-161-

5.10 Do you have any other retail outlet in the
district? Yes/No
I f yes give name and location and state how
you supply them (type of transport and

transport costs)

\2 SALES PROMOTION AND FARMERS AWARENESS OF INPUTS
AVAILABILITY IN THE SHOP
6.1 How do you determine the types of inputs to

stock in your shop?

6.2 Who informs farmers about the inputs available

in your shop?

6.3 What sales promotion efforts do you undertake %o

attract customers to your shop?



6.

5
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Who advises farmers on how to use inputs

purchased from your shop?

IT advisory work 1is done by yourself give the
following particulars about yourself and other
members of staff
i. Level of education attained ... ..........
ii. Type of education e.g. agriculture,
Lod0 11111 1= oo =
iii. Other members of staff with agricultural
training

Number Level of agricultural training
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6.6 State whether you or any other member of your
staff have attended any short course on
agriculture, cooperatives or inputs sales either
at the district farm institute or elsewhere.

Category Type of Where held Duration
of staff course and year

6.7 State briefly how you think farmers 1in your area
think about inputs use, how they acquire them

and how they should be assisted.

6.8 Do you have any credit or loan fTacilities? Yes/No
if, Yes state the source of loan, amount and

repayment period
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I f, no, give the reasons why you don't borrow,

and incentives which would make you borrow

VIl State your major problems in selling inputs

(ARN Suggest ways in which government could help in

solving your problems.
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appendix 10.

PERCENIAGE__QF_AGRICYLTYRAL_CHEHICALS_AND_rARN__TOOLS
yVILED BY IHE \ARIOS SOICRSL. BY CNESRS.

C‘AJMEJ{%(RYCF YER X TOA. XC TOAL Z(FB{TOFAL Xg{TOFAL
ARVE RA QO FECT. COCPERATVES

HERBICIDES 80.56 1434 512
INSECTICIDES IR - 609 321
FUNGICIDES 4127 - 3097 21.78
ACARICIDES 51.98 - 4783
FERTILIZERS 2.88 - 44.61 5252
DHICRHES 62.05 - - 37.9%6
DISNFECTANTS ~ 100.00 - - -
EARN TQOS 1327 - 04 46.34
HERBICIDES 1917 - 4142 3943
INSECTICIDES 1715 - 8042 243
FUNGICIDES 21 41 - 3298 4561
ACARICIDES - 1189 88.11
FERTILIZERS - A% 65.05
DRUCRHERS 2. 24 - - 718.76
DISINFECTANTS 8.24 - - 91.36
FARMV TOOS 1400 ~ 10.00 75.00
HERBIOIDES 3798 60.05 197
INSECTICIDES 1.00 - 97.00 2.00
AUNGADES 1143 - 529 3b.62
ACARICIDES 6.47 - 7715 16.38
FERTILIZERS 25.32 - 22.68 52.00
CRIRERS 17 - 6242 35.83
DISNFECTANTS 555 - 8182 12.63
FARV TAAS 35.00 3.00 200 33.00

- Dd not handle the inputs in question
Source:  Compiled fro* questionnaire responses



COIMISICH OF FETAIL py ® y 3miGIHS GCIREDM M [MUML I SRS

oy FENTRO- | 1 | FRAY
INTOE | ABH  THOH ELORIX ili- ADB HE M A
UL $P FSS) 28G5 lfa ey (a fitre) P fertili yuu.i qu-jlﬁl)ﬁ]é]{ TN EJEW\E i B (i
i llllllllllllll i per —— _
WA TIPS price 2700 5000 9000 14,000
. ' | ) 6,200 d
ik M B0 00 w0 B B0 ORI 16000
CMRERE 508 n0n  uid 7 5 N 20000
x MARGINSUPPLIES CH R s 52,% 45.0% 10,000 12,01%% 10,000 "%
FALS SUPRLIERS PRCE
o 6,000 27000 28000 6.500 150.000
dne S8 RE el o0 3o E%j% %5.’3(?; 12000 50 150000
(PN MET PRICE 1
| ARGNSUPRLES i U0 D g 2680 500 tomp 200000
FETHP SlPH.IERS RE 2750
’ 27000 24,000 15,000 650 5500 6,000 150.000
e E B0 200 B0 000 850 60 720 180,000
CBUMRE RE 450 50 20 0 3 om0l 1000
CMRONSUPLES gt ™ 500 B0 2 0
UQA SRS PRE %00 750 7000 23,000
: : , : 200 1750 6500 6500 6200 140,000
F'N%R;SN MG B0 1500 150 50000 3600 20000 8500 11000 9000 150,00,
GRMRE ME  s08 ;s wod 200 a8 500 Wy 1250 . 720,000
- ) , . _ , , . 12,000 .
+ MRGINSUFPLES 2 0B ow 86 " e A A 5
MST HHO  SUPPLIERS FRICE 6000 6500 2500 14400 6500 140,000
s S PR f 850 w400 %00 500 8500 6500 200,000
lﬁﬁ%ﬂmm ! i 7000 14 0 0 3800310 25 ) 0
1 ) ! )
oweoNaREs 1 s Tt PR B yix o 0o =00




APPENDIX 11 (continued...)

FR SLPRLY HP (FS.S)
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APPENDIX 11  (continued...)

FRV SURLY HP (FS.S)
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APPENDIX 12

FORMULA 1. INPUTS IMPORTED BY UCCU
Q) INVESTORIABLE COSTS

@ C & F or CiF or FOB Value

() SGS ....% on F.O.B.

(c) Withholoding tax 2%

@ Dealers®™ Commission 1/2%
C & F/Cif/FOB

(e U.A.B.T.* Commission 1/2%

) Bank Charges

@ Handling expenses

) Sales Tax/duty (Variable)

STOCK VALUE (Sub-Total)

(Il) NON-INVENTORI ABLE COSTS:

@) Interest on overdraft estimate
42% for 4 months

(b) Transport within Kampala

©) Loading and off-loading

@ Other overheads (estimate) 15%

(e) Total cost-ex. Kawempe

() Add 10% Profit Mergin (Retainers)
SUB TOTAL (ID)

SELLING PRICE = SUBTOTAL (1) + SUBTOTAL (1D
Uganda Advisory Board of Trade.
FORMULA 2: DONOR INPUTS DISTRIBUTED BY UCCU.

UCCU DEPOT PRICE = la+lb+..._.+lh+11b+11c+l 1d.

UN ION/SOCIETY SALES PRICE = UCCU DEPOT PRICE
+ 10% PROFIT MARGIN.
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FORMULA 3: UCCU DEPOT PRICE = Ha + lib + lie + lid

UNION SALES PRICES = UCCU DEPOT PRICE +
10% OF THE PROFIT MARGIN

NOTE: Formula 2 and 3 are based on the numbering in

price of the formula for Imported goods.

Source : Uganda Central Cooperative Union, Kampala.
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APPENDIX (13)
PRICE BUILD-UP FOR ASSOCIATED CHEMICAL

INDUSTRIES” IMPORTS

1. U.A.B.T. 1/2 % CHARGE

2. First BID Ammount + BANKCHARGES .-
3. 2nd BID Ammount + BANK CHARGES -
4. 3rd BID Ammount + BANK CHARGES -
5. Differences 1in Rates Charged e
6. LOCAL INSURANCE COST R
7. S.G.S. 1% charge * Bank Charges
8. LETTER OF CREDIT (4C) CHARGES

+ BANK CHARGES
9. TELEPHONE AND TELEXES

10. WITH-HOLDING TAX, 2% OF Cif

11. SALES TAX and DUTY

12. OFF LOADING EXPENSES

13. PHOTOCOPIES eccece
14. CLEARING CHARGES I
15. ADVERTISING CHARGES

16. MISCELLANEOUS CHARGES

TOTAL LANDED COST

UNIT LANDED COST

ESTIMATED UNIT SELLING PRICE

SOURCE: Associated Chemical Industries, Kampala.
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appendix 14
SICRAE FACILITIES AD REATED STCRAE PRCBEVG

i }
Iﬁr\%wn% I' BNBD SRS % OHR STCRSS ~ STCRACE RCBBVD
TN INMR 1OMNRHP NMBR ONR  STGRS NO INEQU OHERS !
QE 1 } 1 SHP BNOUH RTY
NMRR | 1
}
1
1 2 RN 3 R CNRL FPESISAD !
2 - 4 N - \[ INSECTSEXPENS\E !
3 n | | n n na na !
: : Lo LK QURAIN |
) 3 .
6 1 am 3 an SICRS KR INSECTICIDES!
INPUTS ARE SICRD AR |
ROM FARVERS !
7 - b - - !
8 1 2:\} - - - !
3 - - 2 RN - t !
10 - 1 RV - !
u M - - - !
Vi 1 M - - * !
B - - 3 W - \/ !
u - - \/ - t !
5 * § RN x \[ CNRL(GF PSS AD !
INSECTSEXPENSVE !
IS 2 N - - !
i ¥ 4 3QWD \for RNT o *
1R
B8 ¢ ¢ n RN \/ \[ SO AEFRRM !
FRVERS !
B e 5 an - \/ !
20 1 KN - - !
2 - - | RN - - !
2 1 QN oc N - \/ !
3 1 an - ¢ "\ - 1

ORE COVAID RMIRE! RELTS

NOE - mears no stores/no storage problems,
= |nformation not proviced

have 4 tempordl ad 4 permanent metal huts,

hires only when net_:ess.any. N .

in addition each district cooperative union hes its store,
N incentive to build stores due to shortages of inputs.

M
a
b
i
| =gave this & a positive response.

\
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AFPENDIL 16

TRVE O SALES KR MAXR MARETING: RNCTIONARIES

INSTITUTION THR\S GF AES
(R ARV CIE
NMER CH QLY CHAD CREDT GRDT ONY FRE
1 \t
2 \/
3 \/ it
4 V
5 \\ \/t1
6 \/
7 \/
8
9 \/ \/t
10 \\ \/t
il \t
12 \\
13 \/
] \/
5 \Y;
5 \/t
T \/
% \Y;
V
2 * \/
n \/
22 V
3 Vv

RE QWAL M QUESTIONNARE RESPONEES
NOE '\ Indicates a fir* or institution giving the
ESPONSE.
t  short-tern credit to only good customers
tt exended to I3 ad BKAA Generdl

enterprises only.



AR FROBLEVS ENCCUNTEREDIN iNANCINs_IVPCRT ATIONANDDISTRIBUT ION
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& and Credit Facilities

cr.

<= Heavy Hotel Food
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Cct.

« High Motor Running
co  expenses

Fluctuations in
Exchange rates.

Treasury takes too
long to release funds

Insufficient local
cover

Interest on Bank
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¢ aining |.P & opening
» Forex. Allocation
Takes too long

EER A

Shortage of foreign
Exchange

E
= Bug

oo

AN

ooooo

rrrrrr

xxxxxxxxxxxx

'''''

SARE Compi'd from Qij'stionmire responses
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APFENDNjB
CATEGORY_Or_PERSQNNEL AHD_ADVISERS_ig_CySIOnERS_OH
UE G INPUTS THEY PRCHAE

B

I FRONE BROD 1 CFERS ADWCE TO
|I (CATEGRY) | CLETOVERS ON INFUT UEE
U
E025 SZRF 58 8% £7
5235 52 0® =9 = =v
oBEER 2878 5 22 g
2% 2 g . sz 3
— = = oD
S P
I - = r
1 11117 2 ot
2 | ! i _ | |t
2 S 5 | | % t
5 1 C - i t
6 ° - 1 t
7 301 - -
0 1 | t .
9 ! 1] o - | t
D 1 - | X
]1 | “ | | W . | b t
]l% 2 i - | t
A D - | X
o5 - - | 2 !
b 1 _ .- g - i X
b 1 I - It X
T e - -1 |
B« -
D «* - 11 - f ko x
H 1. | 1 - | Foox
AR T
O ‘ 2 -
§ Dol [ ‘ 3 1!t oot
; ; T | - A S
5 0 - 1- - _1 |t
» L y tol X
7/ | - - F X
2 <00 1 =1 X
A r " - i - | | |
% « " - 4 - - l X
| . ’ . X
r | t
RE Compled fro* Questionnaire responses,
NOE - implies no in that category
t imp ||es 1SS uses the correspondmg

category to adv|se customers,

C. BM = Cooperative or Business Management
D. F.I = District Farm Institute
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WPI9I1L13
HAJOR__HARKEITH6__ryNCIIQNARIES_AND_FARH SyPPLA

AND THEIR CODE NUMBERS

[IRE/INHiyi IO\S !I [ARV SPRLY SHOPS.
Lindustrial ad Agricultural 5 1 SEBH BGNF.S.S
chemica industries Ltd. | 2. South Buked coop. Union F.S.S

2. Associated chemical indushieBUIGU Growers Guop Union F.S.S
3. Meyer ooBaker (U Ltd. 4. IGNGAFSS.

4.5hell (U) Ltd. 5. TWOE KALRMRA F.S.S
5. Twiga chemical industriess/ TICARO ENTERPRSES
6. Wdcore () Ltd. 7. MWUAFRVERS FS.S

. Agricultural enterprises §U) LUGM GOERSF.S.S

8. Upch Hardwares (Ltd) II 9. WJFSS
9. Generd Machinery (U) LtlIiO. Vs Nagp CGoop. Union F.S.S
10.  BAT (194, U Ltd) %].1. FET HP

11 Tea growers 112 KIREKA SAWU GOVPANY
Corporafion. I

I
12 Gi ley tt Roberts (U) Lt(fiJB. Usprch agricultural Supplies
13 Upnda Rd Qoss 114. LLKAIO FARM Supplies

4 R iJS Kyandoncb farmers F.S.S
LWy ]|.16. BFQA Generd enterprises

16.  Agricultural Rehab|||taﬁﬂ)71 MBATAMZA Stores
pogame - U3

I7MNISTRY (F REHABLATICN ]IJ& sweyinda. Herceres

18, MY 119. FAVO5 DISTRBUTCRS

19, Dairy Development Cormiitﬁ KAVA FARVING b TRIONG
2. NAF - Tsetse Control 1|21 Uppnch Fam Massters

2L NAF - VETRNARY 12 Neegawang Traders Co.
2'.1000a-Development Project ?23. fASAFA Goop. Union F.S.S

..continued next page.
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PRHAHSlyIIQNS [ARH SPPLY SHOPS.
- HF 24. Kyotera Far* Supplies
23. Agncultural Reconstructiin BAYANGRE Kweterana Livestock
Progra™e - F.S.S
24, NLE CHEVICAL* 26. BAWANKRE Kineterana 6ENERAL
5 PR o

26.  MOCRMRT (U Ltd* {IZ?. KABERERERE CNBMERS F.S.S
21, QG- GG TMS Qo Ehﬂﬁ Westen Fart Supplies Agency
28, FRMINUTS (U) Ltd* 1|28 KIHHI CNEMERS Coop. SOCETY
29. AR (U Lt 1|30 Ruehigangura F.S.S

131 KIGEZ \BETABE GBS F.S.S

* = These fir*s were identified and interviewed. Hwever they fed
handed no inputs for the period 1884-1836 ad were therefore exduded
fro* the analysis.



Aooe ndix 20. SEASONALITY OF SALES - KAMPALA

CRAIVAXONE FERTILIZER ROUND 'P

HOES DITHANE M5 PANGAS

cOL"»CE: COMPILED FROM SUOVEV RESULTS
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APPENDIX 21

SEASONALITY of sales mbale

fertiliser

MAIZE SED
2000
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0
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SOURCE:

TICKCIDE

SEASONAL ITY OF SALES RAKAI
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Appendix 22: SEASONALITV of calls mbarara/rushfnvi

ambush cv
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80
60
0
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0 1
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dudubitoke
"IRE NAILS

JPIAMJJASOND
SOURCE: Comniled Frori Survey Pesults
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appendix 23

N8 A® ANH/AL VALLES oF AGRICYLTYRAL IMPUTS_HANDLED_ PY_ ?IMISTRIESX

CO-OPERATIVE UHIOM- AliD- PRIVATE~1RHS” ¢1381-1983 RETURNS)

1981 1982 1983 19783
Average
Ministry/Fin Annual Value of Inputs  U.Shs. U.Shs U Shs  UShs
(Million Shillings) 121479  3487.159 4415.291 9117
Types of Inputs Handled X z z
Win. Agriculture  All types except
and Forestry veterinary drugs. 10.3 17.6 39.6 22.5
Min. of Aniial Vet. cheiicals, drugs
Industry and feeds, breeding stock
Fisheries and tractors. 10.4 215 154 15.8
Uganda Central All types except
Co-operative breeding stock and
Union. tractors. 5.0 5.8 13.7 8.2
Tviga Cheaical Agric. cheiicals and
Industries. appliance equipment. 14 26.0 7.7 11.7
Ciba 6eigy Agric. cheiicals vet.
drugs and appliances. 18.5 7.9 - 8.8
Fara inputs (U) AGRICULTURAL CHEMICAL
Ltd.
Hoechsts Ltd. 18.5 4.6 1.0 8.0
Pfizer Ltd. Veterinary drugs
and cheiicals. 1.3 0.9 0.4 0.9
Uellcoae Veterinary drugs
Liiited. and cheiicals. 0.9 0.1 0.6 0.5
Fan Machinery Tractors and
Distribution lipleients.
Liiited. 5.2 5.7 5.6 5.6
Gailey and General Agric.
Roberts. machinery and
equipient. 0.5 - 2.0 0.8
General Tractors and
Machinery iipleients general
Liiited. machinery and tools. 28.0 9.9 14.0 17.3

SORE  Muthee, 1986 STRATEGIES FOR IMPROVING AVAILABILITY AND DISTRIBUTION
CF AGRICULTURAL INPUTS IN SOUTH WESTERN UGANDA. MUTHEE DEC. 1986.



