SMEssPol i cy makerso di al ogue
Agro-based SMEs in Uganda: Experiences from
Fort portal (Kabarole District)

LW - N T g e af YR Y WY AT T T SR
a\' 5 T :; AP \‘v‘k{ . , iﬂi’, . B Z ?/z ST 1
R N o - P &

Date:Wednesday?™ Novembe2018
Venue:Fort Fun City Hotel

l|Page



Background of the meeting

SEATINI-Uganda in partnership with Uganda Small Scale Industries Association (USSIA)
organized a subegional consultative meeting for agro based SMEs and policy makef& ain 7
November 2018 to discuss the challenges faced by-Based SMEs in Fort paitt (Kabarole

district) and the surrounding districts ddundibujyo, Kyefpjo, Kyegegwa, Kamwenge
Bunyangabo and Kasesghe Organization partnered with government officials from Ministry of

Trade Industry & Cooperatives, Ministry of Finance Planning aodn&mic Development to

directly engage with SME owners to further assist them while drafting government pdiluges.
objectives of the meeting were to; raise awareness on the existing government efforts and
opportunities for S ME sspFadjitate didlogue between égasgque t i t i v
SMEs and Policy makers/government officials on specific policy and operational challenges; and
finally to garner SMEs®6 proposals around prop
sector review proces3he meeting was atteled by a total number of Ffaricipants (29 males

and 22female$ inclusive of representatives from Minigtof Finance (Senior Economjst

Ministry of Trade(Assistant Commissia@), Agro-processors and farmers.

Welcoming remarks by Mr Kiiza Africa, Program officer Trade Policies & Negotiations

He welcomed participants for the meeting and in his remhekpointed out that SEATINI
Uganda is currently implementing a project@romoting impacdriven Agrebased SMESs in
Uganda for inclisive sustainable Developméntie highlighted the purpose of the meeting
being a dialogue on the challenges of Abra s e d ilSUWd&datan&EATINI-Uganda has so

far held03 meetings of the kind in the districts of Mbale, Masaka and.@uhis final ranarks,

he introduced to participants the different representatives from Ministry of Trade and Ministry of
Finance who were brought on board to witness the challenges ofbAgesl SMEs and guide
where possible as well as informing any policy review.

Facilitated discussion: allenges ofAgro-based SMEs

The session was facilitated by Mattule Jooga a member of USSIA (Uganda Small Scale
Industries AssociatignKampala. During the session, the following were raised as challenges
affecting SMEs competitiveness.

+ Access to finance for
SMEs. According to ministry
of Finance, government has got
. aloans scheme through bank of
Uganda at a subsidid interest
rate of 12% and has been
extended to commercial banks
for easy accessibility Also,
revitalization of cooperative
schemes has been done through
Uganda Development
Corporation (UDC) and other
programs such as Skilling

Figure 1: Mr.Jooga facilitating the discussion on the challenges of
Agro-based SMEs.
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Development Facility (SDFCompetitive Enterprise Development Program (CEDP). In spite of these
existing financial schemeSMEshave not accessed these schemes in commercial banks for the fact
that commercial banks prioritize their loan schemes with high interest mateghie geernment loans
scheme.

* Cost of power and constantoutages The increasing costs of electricity are as a result of
privatization of government projectSMEs are challenged with high cosfspower where they pay

Shs 820 per unit which is high compared to the rest of the member states of EAC. This is
accompanied by high power voltage (3 phase) that loot machines especially motors and power
outburst that is common every hour and then hence affegtodyction. InKamwengedistrict, the

rice processors still use engines which are costly in terms of fuel consumption and this is because they
have less access to electriciBower outages havéeen observed as a major challenge affecting
SMEsin the milling sector in fort &td-Kabarole district.

* Product quality certification. The UNBS product certification scheme aims at providing
Third Party Guarantee of quality, safety and reliability of products to the consumers. The presence of
the UNBS Quality mark on a product is an aasge of conformity to relevant standarlsnistry of

finance through UNBS has allocated funds for the dissemination of Quality marks of SMEs products.
The process of product certification is long with so many requiremestded as stated by SMEs
which hinders theicompetitiveness in the domestic market

- High Taxes by Uganda Revenue Authority (URAYGovernmenthas introduced an
investment policy framework aimed at attracting investment in various sectors and one of these
policies is the provision of tax incentives to investors. This is offered to investors registered with
Uganda Investment Authority
(UIA) whose capital investment
exceeds 50,000 USD. Such
investors are exempted from
taxes for a period of 10 years. In

spite of thisexistingincentive, it

only favours foreign investors

and with the fact thahostSMEs

in Ugandaoperatewith limited
capitalt hey dondét benef.i
- Quality packaging

With the existing One Village

One Product program in Uganda

as an integrated community

Figure 2: One of the SMEs articulating the impact of tax exemption development approach with a

the SMEs vision to increase incomes and
wealth for Ugandans through

value addition to local resources, humampit development and marketing of high value added

products and serviceSMEs in Uganda especially those in wine proceskange got challenges with

packaging materials which are costly. SMEs argued that any oily product has to be packed in glass but

the practice in Uganda is the use of plastics which is acidic and may lead to cancer. Purchasing of

glass bottles for wine packaging is expensive since glasses are imguaittus leads to high costs of

production.

+ High costs of Agreprocessing machinery SMEs lack affordable Agrprocessing machines

which lead to high costs of productidm. the milling processingSMEs have resulted in the use of

cheapharmer mills instead of food grade machines which are expensive costingheved million
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Also, milling motors
costing Shs 4.5 million
which drives SMEs to buy
used (second hand) motor
at Shs 2.5million which are
not reliableand this has led
to production of poor
quality products hindering
SMEs competitiveness i
the market
* Access to skilling
Uganda is promoting skills
development through
ministry of Education and a

number of programs such aﬁigure 3: Mr Gadson a representative from Ministry of Finance taking
Skills  Development FundsnEs through the existing finance programs for accessing soft loans.

(SDF), Competitive

Enterprise Development Program (CEDP) are being implemeatashalwide.

With these existing skilling prograanSMEs still face a challenge of accessing such initiatluesto
limited informationwhich leads to limited expertise among the Abesed SMEs

* Re-branding of Agricultural produce by middlemen. Middlemen havegot a tendency of
re-brandingAgricultural products bought from the Agiesased SMEs without their consetitis a
common illegal practice that limits Agtmased SMEs from accessidgmestic anaegional markes
hence hindering their competitiveness.

Key actions for follow-up

The following actionswere drawn by bothAgro-processing SMEs and the relevant government
ministries which are to be followed up by SEATU¢yanda and USSIA.

1. Ministry of Trade Industry and Cooperatives is developimlyadt National Packaging Policy

with the purpose of introducing common user facilities such as storage, cooling and other facilities.
According to the policy, SMEs shall be charged a small fee for maintenance of these common user
facilities. More so, the facilities shall be one of tharketing strategies for the Aglmsed products

hence enhancing competitiveness.

2. Limited access to information about the existing initiatives anocesses cgrtification
requirements was observed as a challenge to the Asgsed SMESSMEs requested SEAI-

Uganda in partnership with USSIA to priaté Busi ness I nf ormati o handbc
different local languages for their understanding.

3. Tax holiday to the newly starting\gro-based SMEs During the engagement, SMEs
requested Uganda Revenue Authofiif\RA)to exempt tax taghe newly startinghgro-based SME#$or

a period of 3 to 4 yearghich will boost theilcompetitiveness.

4, Formation of groups by Agrbased MSMEs was recommended as the best way of accessing
most government initiatives such as the Agliure credit facility. This fastens the process of

acquiring loans than moving on individual basis.
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5. Agro-based MSMEs appealed Ministry of energy to interface with them and find means to
resolving consistent power disconnections and Ipigier coststfariffs. By doing this, thee will be
increased production at a loweosts hence enhancing competitiveness of Agwed MSMESn
Uganda.

6. In promoting skills development of Agimased MSMEsUganda Small Scale Industries
Association has got a Busined3sottage Training Programme aiming at extending start up
skills’knowledge to persons who intend to learn a skill and start up a business. Through the
engagement, SMEs requested USSIA to extend its services to the rest of the regions to beost Agro
based SMEsompetitiveness.

Field visit to key Agro-based SMEs
After the meeting, SEATINUganda and USSIA took the ministry officigis some of the Agro
based SMEs around fort portal including; RBT Super Millers and Kobuiglallg & Family Feeds

Ministry representatives inspecting One of the MSMESs elaborating how !
otors get burnt due to high powenltage mer milling machine than a food gradmachine
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Representatives from governmemdinistries inspecting RBT Super INE Q & (i 2 N®roadd8INE | I NP
products are stocked ready for market.
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