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Reporton the consultative meeting



On 12" September 2018, SEATHganda in partnership with Uganda Small Scale Industries
Association (USSIA) organizedsabregional consultative meeting for agro based SMEs and policy
makers to discuss the challenfpeed by Agrbased SMEs iMbale and surroundingdistricts of
Sirronko, Bududa, Bulambuli, Namisindwa, ManafiMae objectives of the meeting welie raise
awareness on the existing government efforts and opportunities fer&dME) r owt h  ansg c on
to facilitate dialogue between Atased SMEs and Polioyakers/ government officials on specific
policy ad operational challenges; angl t gar ner SMEs® proposals ar ol
including the ongoing trade sector review prodéssme&ing was attendely 65participants inclusive

of representatives from Ministry of Trade (SMEs Directorate)cDiammercial Officers (DCOs), and
UgandaNational Bureau of Standards (UNBS), Ministry of Finance, Association of Microfinance
Institutions (AMFI), Agr@rocessors and farmers.

While thanking participants for having turned up in large numbers, Ms. Lumonya stressed the
importance that SEATINI attaches working with Agrdoased SMEs and local communities as this
helps in providing evidence which is critical in her engagements with policy makers on Trade,
Investment policies and
processes. She reiterated that the
meeting was being organized to
enable govement officials
listen, first hand, to the
challenges of Agliased SMEs in
Mbale District with view of
linking them to the related
policies and frameworks and
forge a way forward on how to
ensure that the related policies
and frameworks address these
chalengesThe meeting will also
enable Agrbased SMEs to
understand the opportunities in
different government Nistries
Departments and Agenciesd
Figurel. Ms. Lumonya giving opening remarks how they can use of them in
addressig their respective
challengeswWhile wishing participants fruitful dberations, she encouragpdrticipants to bring to
table anything thampedegheir access to Finance and Markets.

Mr. Wepukhuluthanked SEATINI and USSIA for the mobilization and coordination to undetteke
Subtegional consultative meetingth Agrobased SMEs iNlbaleDistrict. In his remarks, he raised the
following key issues:




+ Uganda has a vast domestic market whichd#agedSMEs can take advantage of to be competitive
and increase their sales. The country had also negotiated markets at the regional level whos
opportunities can be tapped into.

+ SMEs account for approximately

90% of Ugandads ©priva

more than2.5 million people, generate

over 80% of the count

output and contribute 18% to the

c o u n t@GDf.6 Agrdbased SMEs in

Uganda make up 80% of Agroocessing,

employ over 2.5 million people and

- contribute above 20 %

NN GDP. They also provide a market for

\ il agricultural products and allied goods and
services to agricultural value chain actors.

Figure2. Mr. Wepukhulu giving opening remarks + The commercial departmentof
Mbale and surroundingdistrics are
working hard to supporigrobasedSMEsin value addition and linking them to vital bodies like
UNBS and Uganda Exports Promotions Bo&wdprovide certification of their product quality for
competitiveness in both national and regional markets.

Facilitated discussio€h al | enges of access to finance, the

This session was facilitatedAlyemigisha @dson, aSenior Economisiith the Ministry of Finance,
Planning and Economic

Development (MoFPEDRuring his
session, théollowing were raiseds
challenges ofccess to finance, thg
tax system and :S

+ Access to soft loans for Agrg
processing SMEs Government
has put in place numerou
measures to provide finance Wi
entrepreneurs in Uganda. Thegg/ii}

include among otherg
capitalization of the Ugand:
Development Corporatio

(UDCQC), establishing an

Agriculture financing facility desk  Figures. An Aerial view of Mr. Abemigisha facilitating a session
at Ministry of Fmance, the Ugande.

Development Bank, Association of Microfinance Institutions, Operation wealth Creation, Youth
Livelihood Scheme progm among others. However, in spite of these initiatives, access to finance by
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majority of startup Agroased SMEs is aatlenge, as these finances are only accessedbgdly
operational and fairly competitive SMEs.

4+ High Taxes on packaging materials order for an Agrbased SMEs product to be able to
penetrate, gain acceptability and eventually compete in both local and regional markets, packagin:
and labeling are indispensable prerequisites. Hovi@vAgroprocessing SMEs in Mbale and other
aurrounding districtsthe highTaxes on packagimgaterials currently at %% import duty have
made it difficult for SMEs to use the appropriate packaging materials. This has led to using packagint
materials which make their products appear inferior sutgtandard in domestic and regional
markets which has disadvantaged them in an attempt to penetrate and compete in the markets.

+ Taxation by WandaRevenueAuthority (URA) and formalization of SMEs business®#¢hereas
formalization of businesses is critical in up scaling production, productivity and access to finance by
SMEs, majority of SMEs iMbale and surroundinglistricts are reluctant to formalize their
businesses due to the high taxes imposed by the URAtaxes are imposed at a point when SMEs
have just set up shop even before testing, penetrating and being competitive in Markets so as t
recover the initial startup capital. They have therefore preferred to remain informal which has
impeded on their lality to access government support which applies to only formally registered
businesses.

This session was facilitated by Mr. Kasozi Frederick, a Senior Com@féczalat the Ministry of
Trade, Industry and Cooperatives (MTIC). It involved interacting withbagexl SMEs on their market
access related challenges. The following key challenges were raised by the SMiedessigmp and
value addition for marks:

+ Distorting of quality of Agricultural produce by middlemen The presence of
middlemen has led to compromising of
the quality of produce like coffee which
has affected quality at processing stage.
This is usually done by mixing alien
objects/foreign matter in coffee before
selling it to SMEs who work on coffee
roasting and processing.

+* Packaging challengesit is
difficult for SMEs inMbale district to
access the appropriate packaging
materials given the fact that the

' materialsare imported and at a high
Figure4. A coffee processor sharing her challenges taxes.Lack of right packaging materials
also affect the quality of the processed
products which sometimes leads to rejection and less competitoetlesse products both at
national and regional markets.




+ Lack ofAgroprocessing machinelsack ofaffordable agrprocessing machinbas madéhe cost of
productionto beexpensive. As a result, some SMEs have resorted to use of machines that are no
food grade which makes the final product inferior at the market. This has been exacerbated by
limited research in fabrication of tailor made Agacessing machines which afferdable and easy
to operate by Agdmased SMEs.

+ High cost of electricityand connection to the gridHigh power tariffs and high costs of connection
to the grid continue to hamper SMEs growth, production and competitiveness both at national and
regional market. SMEs in Uganda Pay shs 383 per unit which is higher if compared to other EAC
Partner States like Kenya. Because of power fluctuations/outages, SMEs often have to dismantle the
machines every time outages occur which is tiresome and |lesdgedarl production. Due to these
power related challenges, some SMEs in Galte had to shut down due to lackaféfbrdable and
stableelectricity
4+ Product quality certification challenge$he UNBS had issued requirements for all products to be
allocated with a quality mark if they are to be allowed on national and regional markets. Whereas this
Il's a good move in en
safety assurance and enhangomgduct
competitivenessthe process of getting
standards from UNBS is long and
expensive This is whymany SMEs in
coffee roasting and processing,honey
processing, rice and maize milling among
others have yet to obtain the mandatory
mark which would allow their products to
access domestic super markets and
regional markets.
+ Competition from cheap imports
on the local market Ugandads ma
flooded by cheap agpoocessed imports
Figure5. A UNBS official taking SMEs through product certification like jUiceS’ honey’ chili, tomato paste,
processes grain flour, vegetable oil, including raw
products themselves like fruits, cereals
among others. These have outcompeted local products due to beihgaplg lwelow market prices.

The following issues were raised for action by bothbagexl SMEs and relevant Government

Ministries which SEATINUganda and USSIA will engagefor follow up.

+ A directive onconsumption of Ugandan Agpoocessed products in public institutions should be
instituted under the Buy Uganda Build Uganda (BUBU) implementation framework. In order to do
this, the Public Procurement Act should be amended to offer first priority of sfigygrgrocessed
products to local SMEs. Private institutions like Supermarkets, Schools, Hotels among others shoulc
also be encouraged to promote purchase and consumption of locally produced Agricultural products.



The Ministry of energy and UMEM$hould engage with SMEs in ggracessing in addressing
power related challenges of high costs of connection to the grid, high power tariffs and power
fluctuations.Special tariffs should be granted to Agaressing SMEs so as to enable them reduce
on the cost of productionFurthermore, feasible means of other alternative energy sources should be
sought by SMEs and financing made available to ease accessl@reatke power sources.

Quality should not be compromised if SMEs want to compete at national and regional markets. In
order to achieve this, UNBS shoeixpedite proess of acquiring quality mark for consumer product
safety and quality assurance.hlite establishment of UNBS officedMibaledistrict, SMEs should

take advantage of the opportunities this presents regarding certification pioidheats.

The cooperative movemente. production and marketingcooperative unionsshould be
strengthenedThis will help intacklingthe challenge of quality and middlemen while improving on
prices payable to farmers and Aguxessorslt will also complement the role of Government in
monitoring the improvementfahe Agricultural value chain.

Thereis a need for farmers and Agmmcessors in Mite and surrounding districts work with
their local government leadémsputting in place Hiaws and ordinances @unishingcompromising
of produce standards by Middlemen amdhibition of sale ofaw Agricultural produce tduyers
andspeculatorfom neighboringcountries, as this impedes on efforts to promote value addition.

Tax holidays should be granted to Amgieed SMEs so as to enhance their production, market entry
and competitiveness. An analysis on the readiness of such SMEs to start paying taxes based on th
annual turnover should always be carried out by URA kiefme are imposed.

MTIC, MoFPED should work witltommercial banks iputting in place special packages for
financingAgrobased SMEs through low interest rate lo@iser banking alternatives like Islamic
Banking which promote interest free banking &thdne suppoerd to take off as this will promote
cheaper alternatives of accesmtmce by SMEs.

Taxes ompackagingnaterials (currently at 33% import dutyshould be reduced fmromote access
to proper packaging materials which midlke iteasy for aggarocessing SMEs to be atoleompete
in both national and regional markets.



SEATINHJganda and USSIA later took officials from the Ministry of Trade and Ministry of Finance to visit thre®degsing firms
i.e. Stina Food¢manufacturersf Baby PorridgeDiner® rice millers an@ISU Arabica coffee roasters and proce3smse visits helped

officals appreciate better the challenges of thebagesl SMEs. These SMEs were also provided with information linking them to
potential financers from both netateand State entities.

_ i S|
; Anclias
S BABY PORRIDGE

Audenys Coufled it Love by Mhers for Widhrs sk Gare

CHILDREN PORRIDGE N

> N ORGANIC
B by, ! %‘

{#2-: er

P~ <y
2UALTY FORY

R0 Bay: 1uMAN CoNsLVPTION
A QOB BN PLACE

rooo FaR HUMAN consumprion
STORE iN A COOL DRY PLACE
AWAY FROM ANY CONTAMINATION

FARM FRESH
: Pmduge

") ROPYEAR:  2017/2018
PACKING DATE:...vwuus ...

§ 2| EXPIRY: DEC2021

*

& S
Lo OkRheg v ERTE:







