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EXECUTIVE SUMMARY
In March 2020, Uganda rolled out a series of restrictions and mitigation control measures that aimed to
curb the spread of a new virus that was rapidly spreading around the world, namedCOVID-19. This
report, supported and funded through the USAID Feed the Future Uganda Inclusive Agricultural
Markets (FtFIAM) Activity, seeks to apply a systematic lens to understand the impact of COVID-19
related shocks and stressors to the Ugandan agricultural market system and to identify and measure
resilience strategies adopted by market actors to minimize the effects of COVID-19 related shocks and
stressors.
The research objectives of this report were two-fold, and focused on the following:
I) Establish the effect of the COVID-19 pandemic and related control measures introduced by
market actors, including the GoU, to ensure market resilience for selected agricultural
enterprises, AND
2) To provide conclusions and recommendations on interventions that could strengthen
functionality and inclusiveness of markets given the disruptions caused by the COVID-19
pandemic
The study used both descriptive and inferential approaches to analyze relationships between market
actors within selected value chains. The secondary data sources used included reviews of academic
literature and reports on the impacts of COVID-19 and other disruptive shocks on similar market
systems in other countries. Primary data was collected from 886 Ugandan farmers, of which 35% were
female and 470 businesses using structured questionnaires loaded onto an online platform, DAI-Collect.
For the business surveys, input providers, farmers, traders (which included aggregators/warehousing and
wholesalers), transporters, processors, and financiers were selected on the basis of their knowledge of
events in the market system before and after the introduction of COVID-19 restriction measures.
The majority of farmers (90%) interviewed are engaged in crop-based enterprises, which includes
farmers growing maize, coffee, rice, and/or soybeans. At least 47% of farmers have more than 11 years’
experience working within their commodity value chains, have access to less than five acres of land,
employ less than five people, generate less than 200 million Ugandan Shillings (UGX) in annual revenue,
and have a net worth of less than 500 million UGX. Of the businesses surveyed, 21% of them were
transporters, 17% agro-dealers, 15% processors and financial services providers respectively, and
another 14% were aggregators. Traders who supply both the local and export markets only represented
approximately 5% of the respondents. Of the businesses surveyed, 44% have operated between 5 and 10
years, while 25% each have operated for between 3-5 years, or for more than 11 years.
Analysis of supply and demand showed that 64% of the farmers surveyed reported a reduction in
demand for their produce, while 57.7% of the business respondents reported that they expect a
moderate to extreme reduction in their demand. 41.7% of the total respondents reported between a
moderate to total loss in supply of their goods or services. Both farmers (52.7%) and businesses (65.4%)
reported significant reduction in the prices of their products in local markets.
Inputs, labor, finance, and transportation were observed to be critical support functions for production
and trade of agricultural commodities in current agricultural markets. However, farmers and businesses
experienced increased costs and reduced availability of these support functions.
The conclusions that we can draw from this report are that despite the easing of COVID-19 restrictions
and control measures, the supply and demand in the agricultural markets in Uganda has yet to fully
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recover. The agricultural market system was found to lack diversification of production, storage, and
distribution networks and does not have adequate strategic redundancy, which makes the system less
resilient in the face of shocks and stresses. Additionally, the concentration of power around a single
identity group of well-resourced traders and actors entrusted with regulation and licensing has created
an environment that could potentially benefit the group that wields power at the expense of others in
the market. A more in depth analysis of the conclusions from this report are located in section VI.
To create a market system that is more inclusive and resilient to shocks and stresses in the market, it’s
recommended that government and market actors should prioritize the use of electronic and audio
messaging systems (especially radios) and/or leverage private service providers to increase efficiency and
scale of operation for each actor and strengthen business models and integrate digital technologies in
their operations. It is noted that strengthening connectivity across value chains will require formalization
and strengthening organizational arrangements between actors at the various vertical lines. Section VII
details this reports recommendations that can made for a more inclusive and resilient agricultural
market system.
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I. INTRODUCTION
Background
In March 2020, the Government of Uganda (GoU) mandated restrictions and other control measures
aimed at slowing down the spread of the emerging COVID-19 virus. Uganda adopted a “health-first”
approach, which led to enacting a total lock-down that lasted more than two months before being
relaxed slightly. The decision to lock down the country had significant implications on the agricultural
market systems that require analysis of their resilience to inform future policy interventions. This study
applied a systematic lens to understand the impacts that COVID-19 and the subsequent lockdowns had
on the agricultural market system and its supply and demand for agricultural goods and services. In
addition, the study also aimed to measure the overall market resilience of the shocks and stressors that
resulted from COVID-19 measures. Understanding the impacts and measuring the market’s resilience is
important because an effective and functional market is critical for protecting the livelihoods in both the
formal and informal economy across all sectors. The largely agrarian economy of Uganda makes it even
more critical to assess the impacts of COVID-19 on the agricultural market system and establish the
level of resilience as they remain central to the incomes and livelihoods of millions of Ugandan
households. These market actors include farmers and agricultural businesses, as well as urban residents
whose livelihoods rely on food markets, and cover all the market actors in between who supply,
transport, or provide financing to actors in Uganda’s agricultural market system.
This report was supported through the funding and technical assistance of the USAID Feed the Future
Uganda Inclusive Agricultural Markets (FtFIAM) Activity. The Activity seeks to increase incomes and
improve the livelihoods of households through agriculture-led inclusive economic growth in 38 districts
across four zones in Uganda (Southwestern, Eastern, Northern, and the Karamoja region).Inclusivity lies
at the heart of the Activity, and refers to the active participation and engagement of all actors looking to
participate in the market system including the poor, women, youth, ethnic minorities, or other
historically marginalized groups who are often excluded, or even exploited by traditional market
systems.
The Activity supports Government of Uganda (GoU) institutions, the private sector, and civil society
organizations by creating incentives for agro-industry and agribusiness firms to invest and respond to
changes in the agricultural market. Accordingly, this study will contribute towards the identification of
specific activities in the following areas:
●

Promoting internship programs among youth networks in Uganda

●

Engaging rural communities to adopt tech-based initiatives and supporting Uganda’s digital
transformation through challenge-driven accelerators

●

Supporting firms to commercialize new varieties, especially ones that are climate-smart

●

Strengthening the advocacy of private firms with local government by improving enforcement of
ordinances and budgeting for vital government activities, as well as providing input on district and
regional development plans

●

Identifying private partners to invest in: behavior change, increasing competitiveness, and testing
innovative business strategies to increase inclusiveness of marginalized groups
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Context
Agriculture is both directly and indirectly responsible for the livelihoods of over 85% of households in
Uganda1. The agricultural market provides employment to millions of farmers, traders, processors,
transporters, and distributors, as well as service providers in finance and insurance. The resilience of
agricultural markets, therefore, is critical given the sector’s role as a driver of sustainable inclusive
growth – or the continuous creation of opportunities that lead to the generation and retention of jobs,
incomes, and welfare improvements.
The purpose of this study was to assess how the various agricultural markets were affected and their
subsequent response to shocks and stressors in light of the disruptions caused by the COVID-19
pandemic. Thereafter, the report provides recommendations for strengthening the functionality of the
agricultural markets systems as well as increasing their effectiveness in promoting viable income
generating activities in an inclusive way. This is critical, not only for reviving the economy, but also
ensuring greater resilience for marginalized groups, most of whom depend on agricultural value chains
for their incomes and livelihoods. By its nature, an agricultural market involves actors that range from
the provider of inputs, farmers, traders through to final consumers in both rural and urban areas.2
Disruptions caused by the COVID-19 pandemic have affected market actors by undermining the
functionality of coordination, partnerships and power relationships, and the inclusiveness of the system.
As such, the main objectives of this report include:
1) To establish the effect of the COVID-19 pandemic and related control measures introduced by
the GoU on the resilience of selected agricultural markets.
2) To make recommendations on interventions required to strengthen functionality and
inclusiveness of agricultural markets given the disruptions of the COVID-19 pandemic.

The Market System
A market system is a network of buyers, sellers, and other actors that come together to trade in a given
product or service. The participants in a market system include:
I) Direct market players such as producers, buyers, and consumers who drive economic activity
in the market;
2) Suppliers of supporting goods and services such as finance, equipment, and business
consulting; AND
3) Entities that influence the business environment such as regulatory agencies,
infrastructure providers and business associations.
A market system can be specific to a product (coffee, mangoes, dairy) or a cross-cutting sector (finance,
labor, business development services). A market system’s strength depends on how well the participants
obtain financing, launch businesses, and adopt new technologies and best practices to ensure business
continuity overtime.

1

Ministry of Agriculture, Animal Industries and Fisheries National Adaptation Plan for the Agricultural Sector, November 2018

2

Agricultural market actors include input dealers, traders, millers, wholesalers, exporters, importers, policy makers, youth, women,
marginalized communities, and business associations, etc.
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Resilience of the Market System
According to Downing (2018), resilience is “the ability of people, households, communities, countries,
and systems to mitigate, adapt to, and recover from shocks and stresses in a manner that reduces
chronic vulnerability and facilitates inclusive growth.” A resilient market system should therefore be able
to: “withstand”, “react and transform”, be “adaptive and sustainable”, “scalable”, and “inclusive” in the
face of market shocks and stressors.
This definition can be operationalized through reviewing the ability of a market system to: allocate
resources; utilize system-level resources such as social safety nets, social capital, the financial system, or
government assistance; and apply technologies and knowledge to innovate and create new solutions to
problems created by shocks and/or stresses. A resilient market system should enable market
participants to respond to shocks consistently and sustainably if the markets are to continue functioning.
The domain attributes of a resilient market system considered by the study include:
1) Market governance that provides an enabling environment for functionality through effective
legal and regulatory processes that guarantee equality and fairness. The governance system
should control the commercial norms and behavior of key market actors regarding cooperation
and competition with each other.
2) Diversity of the various actors and processes should enhance the market system’s capacity to
utilize the multiple resources, knowledge, and processes in order to develop an adaptive mode
of functionality.
3) Redundancy or excess capacity within the market system reflects resources that can easily be
deployed to ensure continued functionality and resilience of the market system. A system with
extra/redundant resources at the time of experiencing a shock often has resilience and ability to
continue functioning.
4) Connectivity and collaboration work through “networks” or cooperative relationships
between actors in the market system. Connections provide benefits from the different elements
of the system including finance, knowledge generation and usage, insurance, credit, and legal
advice that are critical for individual market actors and the entire market to continue functioning
effectively.
5) Learning depends on the system’s ability to use data and generate information to learn from
and support decisions made by the various actors. A resilient market system should have strong
feed-back loops that provide lessons from past events to improve knowledge on the
management of current and future risks.
6) Participation and integration are important for inclusiveness of various vulnerable groups
such as women, youth, the elderly and the low-income or poor people.

Report Structure
The report is structured as follows: Section II and III detail the methodology and findings, respectively.
Section IV provides an analysis of the impacts that COVID-19 has had on the agricultural market and
additional supporting markets. Section V looks at the resilience of markets by focusing on five selected
attributes. Section VI provides overarching conclusions gained from the research and section VII details
recommendations on how to strengthen the market system and make it more inclusive and resilient.
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II. METHODOLOGY
The study used both descriptive and inferential approaches to analyze the relationships and interactions
between different actors in selected agricultural value chains. The complex nature of the market system
required multiple types and sources of information to understand relationships and impacts.
Accordingly, the, study used secondary data sources, which included reviews of academic literature and
reports on the impacts of COVID-19 and other disruptive shocks to the market system. Primary data
was collected from 886 farmers (65% male, 35% female) and 470 businesses using structured
questionnaires loaded onto an online platform, DAICollect. The business survey part of the study
targeted the following: input providers, farmers, traders (aggregators/warehousing and wholesalers),
trade associations, POs, transporters, processors, financiers and local government staff/policy makers. In
order to identify the specific effects of the Pandemic, respondents were selected on the basis of their
knowledge of events in the market system before and after the introduction of the COVID-19
mitigation and control measures. The number of respondents in each category are indicated in section
III. A few focus group discussions (FGDs) were conducted according to COVID-19 guidelines to support
the individual interviews.

Sampling
The study considered commodity markets as core agricultural markets in selected agricultural zones in
Uganda. The choice of the commodities reflected their great potential for inclusiveness of many
households, food security, income, and business growth. The other criterion, which was informed by
official statistics on output and trading volumes, was aimed at capturing responses from enterprises that
have a significant market share to be able to determine the impact of COVID-19. Additional information
was provided by the National Alliance of Agricultural Cooperatives (NAAC) network who operate in
different parts of the country and are familiar with challenges related to selected value chains. The
selection of market actors was based on a random sampling in each of the 38sample districts (See Figure
1 below). The selection was guided by the area district Local Government (LG) officials from two
departments – the District Production and Marketing Department and the Trade Industry and Local
Economic Development department. After the core commodity markets were selected, a market
systems diagnostic tool was used to identify a list of supporting or cross-cutting markets that are critical
for the market system to function effectively.
Figure 1: Map of Study Area in Uganda
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Analytical Tools
The framework of the market systems resilience (MSR) Index by iDE3 was adopted to support evidence
of the views of individual actors on aspects of diversity, inclusion, governance, etc. within the broader
classification of three thematic areas: structure, connectivity, and support to the market.

III.DESCRIPTION OF ACTORS IN THE MARKET SYSTEM
The COVID-19 Market System
The COVID-19market system is depicted by the doughnut displayed in Figure 2. The core market
consists of producers/suppliers of various agricultural commodities (depicted by the “Supply” box) and
the buyers of agricultural commodities such as traders and processors (depicted by the “Demand” box).
Although multiple supporting markets were considered, after analysis, four of them were found to have
been significantly affected by COVID-19 and had major effects on core market dynamics. These markets
were the inputs, finance, transport, and labor markets, depicted in the top red portion of the doughnut.
The most impactful regulations include lock-down (which restricted the movement of people, goods and
services) social distancing (which affected both physical interactions and number of people in a given
space), hygiene, and curfew (which also restricted movement of people by restricting the hours of
travel).

3

iDE - SUCHANA | Market Systems Resilience Index (MSRI)
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Figure 2: Illustration of the
Major Parameters Affected
by COVID in the Market
System

Actors
The major actors were identified
by tracing progression along the
value chains for each of the
selected enterprises and regions.
Analysis was conducted at the
national level, as sampling was
not uniform across the regions.
The
following
subsections
describe the major actors in the
agricultural market systems,
categorized broadly as “farmers”
and “businesses”. The later
broadly refers to all actors who
operate beyond the production
level in each value chain.

Farmers/Producers
It was found that 90% of the farmers surveyed are engaged in crop-based enterprises, with maize, coffee,
rice, and/or soybeans as the most commonly grown crops. It was established that 420 farmers in the
sample had more than 11 years’ experience in their respective value chains. Close to 70% of the farmers
own less than five acres of land, employ less than five people, generate less than 200 million UGX in
annual revenue, and have a net worth of less than 500 million UGX.
Chart 1 below presents a summary of the survey based on how many employees each farmer employed,
annual revenue, net worth, years of experience, and how many acres of land each owned. It was found
that the majority of farmers operate farms that are slightly mature but small with limited liquidity and
assets on hand. Market actors with this profile typically have higher risks to hardship when presented
with serious liquidity shocks and lower ability to self-finance their business growth.
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Chart 1: Summary Profile of Farmer’s Surveyed

Businesses
Almost all the businesses (99%) surveyed reported having been affected by the COVID-19 pandemic. In
terms of composition by activity, a number of actors were engaged in more than one activity implying
that the percentages could not be aggregated to 100 percent due to double counting. As can be seen in
Figure 4 below, 98% were involved in some form of transporting, 80% worked as agro-dealers, 72%
were processors, 69% financial services providers, and 67%as aggregators. Traders who supplied both
local and export markets accounted for only 5% of all businesses. A majority of businesses operate as a
sole-proprietorship, which may present a level of degree of vulnerability as any shock to the sole owner
could have severe ramifications on the business. Only 20% of the businesses reported a net worth of
more than 500 million UGX, which is equivalent to approximately $135,000 USD. Chart 2 below shows
the average profile of the surveyed businesses.
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Chart 2: Summary Profile of Businesses Surveyed

IV. COVID-19 IMPACT ON THE AGRICULTURAL MARKET
SYSTEM
To understand the effects COVID-19 has had on agricultural markets, it was necessary to first
understand the impacts on supply and demand in the core market before assessing the magnitude of
impact on supporting functions and their relationship to overall market supply and demand. This section
details the relationship between the COVID-19 lockdown and its effect on the supply and demand of
goods and services in core and supporting markets.
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Impact on Supply and Demand
The findings indicated that 46% of the farmers experienced a reduction in demand for their farm
produce. This is consistent with the observation of Fowler (Sept. 2020), who noted that effective
demand for agricultural products had reduced mainly due to restrictions to movement and
demobilization of net food consumers aggregated in schools, hospitals, and hotels. The reduction in
demand could also be attributed to loss of income earning opportunities by net food consumers in
urban areas. Although food demand is generally inelastic, certain types of foods consumed when
incomes are high can easily become more income elastic in case of drastic declines in income as
depicted by the COVID-19 pandemic (Food and Agriculture Organization, 2020).
Chart 3 shows the impact of COVID-19 on the demand for goods and services supplied by Business
entities whereby 22% indicated a reduction in the demand of 0-20% compared to the extreme end
whereby 16.1% of the businesses experienced a big reduction of 81-100%. In between, 20.6% of the
businesses experienced a reduction of 41-60% while 21% had a business reduction of 61-80%. For micro
and small businesses, this could largely be due to reduced purchasing power due to a reduction of
income earning opportunities for buyers, who consist mostly of urban lower and middle class individuals,
as well as small scale farmers.
Chart 3: Impact of COVID-19 on Product Demand

On the supply side, as indicated in Chart 4 below, 23.1% of businesses experienced at least a 0-20%
reduction in supply while only 4% experienced a big reduction of 81-100% reduction. This could be
attributed to disruptions to supply chains due to factory closures in China, Europe, Republic of South
Africa, and other suppliers of intermediate inputs for many manufacturers in Uganda (CASA, 2020).
Based on the lockdown restrictions, these findings are not surprising, as most micro, small, and mediumsized businesses halted operations during lockdown due to their inability to implement standard
operating procedures (SOP) such as the provision of onsite accommodation for market entrepreneurs.
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In addition, public transportation was restricted on March 25, 2020 (CASA, 2020), and with a large
percentage of employees of micro, small, and medium-sized enterprises (MSMEs)typically using public
transportation to commute to and from work, they were forced to stop work altogether if they could
not identify new means of transportation or work remotely from home.
Chart 4: Impact of COVID-19 on Product Supply

The responses from both groups (farmers, and businesses), closely match and represents a new state of
(dis)equilibrium in the market. Despite gradual re-opening of the economy by the GoU, the study finds
that there is still limited demand for goods and services. The disrupted supply in the agricultural markets
appeared to be dependent upon physical interactions in many other markets across the country many of
which were still affected by the Pandemic and the associated lockdown measures.

Effects on Support Functions: Input Markets, Labor, Prices in Local Markets,
Finances and Transport
Inputs, labor, finance, and transportation were identified as critical supporting functions for the
production and trade of agricultural commodities within the current structure of the agricultural market
system. Any disruption to those supporting markets would have an impact on the core agricultural
markets.

Local Market Prices
Both farmers (52.7%) and businesses (65.4%) reported a significant reduction to the price of their
products in local markets, which combined with the increasing costs of raw materials/inputs to reduce
the profit margins. Since most of the farmers surveyed were price takers, they generally had to accept
prices in the market as they had no ability to affect the market price for their goods. To attract buyers
to purchase their products, farmers were left with one option of reducing the farm gate prices. Despite
the reduced prices as an incentive, there was still low demand in the core agricultural markets
associated with the inability of buyers to access stores or markets due to disruption of public
transportation and recued household incomes. It should be noted that weekly markets that are normally
critical for trading of various agricultural products were also restricted as part of the lockdown
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measures. At a macro level that includes export markets, local prices experienced additional downward
pressure since global economic growth is a key driver of local agricultural prices(CASA, 2020). Only
approximately 5% of farmers and businesses reported an increase to the prices of their products. This
could partly be due to increased demand for some food items associated with panic buying in
preparation for the lockdown, bulk government procurement to support vulnerable households in urban
areas, and shortages caused by movement restrictions.

Input Availability
Inputs are important to both farmers and businesses for production. Approximately 63% of the farmers
experienced a decline in input availability (23.2% severely), while 26% of businesses experienced a
decline in the availability and supply of inputs. On the contrary, some businesses (47%) and farmers
(19.3%) reported an increase in the supply of inputs. This was partly due to the fact that some
businesses had direct connections with large scale input suppliers based in the capital Kampala who had
large stocks before the lockdown and could also replenish through imports given the limited restrictions
imposed on cargo from abroad and within the country. Similarly, a number of smallholder farmers were
able to access local input stores using motor bikes (Boda boda) and bicycles.

Labor Costs
Labor is critical for supporting production and trade processes for farmers and businesses. Almost half
of the businesses (49%) reported an increase in the cost of labor compared to 23.9% of the farmers
(23.9%). Labor costs, especially for businesses, were rising against a backdrop of reduced market prices
for products and services. This impacted overall revenue performance for both groups, but more
significantly for businesses as they reported a higher percentage increase in labor costs. The increased
cost of labor at a time of low market demand for goods and services from farms and industries resulted
in a reduction in the overall demand for labor and subsequent increase in joblessness. The difference in
the percentage of businesses reporting increased labor costs compared to farmers could be attributed
to the fact that the two groups of respondents draw upon different labor pools. The businesses use a
variety of employees from the unskilled and skilled labor markets while farmers typically use unskilled
labor that is readily available either at household level or from within the local villages.

Access to Finance
A large percentage of businesses in Uganda depend on financing from financial institutions to expand and
grow business operations (EPRC, 2020).A lack of adequate liquidity impacted the volume of produce a
farm could supply as well as the volume of goods traded by businesses. An almost equal number of
businesses and farmers (70.6% and 70.2% respectively) reported difficulty in accessing finance for their
operations. This was partly attributed to increased requirements by financial institutions to judge the
creditworthiness and credit scores of respondents following an increase in non-repayments – Nonperforming Loans (NPLs) across the country. Although, businesses in the agriculture sector were
reported to having the lowest default percentage relative to their debts (CASA 2020), the financial
institutions took precautions across the economy given the interrelations between sectors. The
reduction in accessibility to finance represents a significant challenge to businesses and farmers since
they rely heavily on external financing to fund their business operations.
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Transport Costs
Transportation is a critical support function for agricultural markets because it facilitates the movement
of persons and products across the different nodes of the value chains. Approximately 73% of farmers
and businesses experienced an increase in the costs of transporting their goods or services, which was
linked to the restriction on the transport industry. Chart 5 displays the effects on supporting market
functions.
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Chart 5: Effects on Input Costs, Labor, and Prices

Farmers and businesses found the COVID-19 economy exerting significant pressure on the viability and
profitability of their businesses given the reduction in market prices for products and services, increased
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input, labor, and transport costs, as well as expensive and/or inaccessible financing. The supporting
functions were greatly affected by the lockdown and its effects resulting in weak supply and demand of
the core market functions given the interdependent of the various segments of the market system. To
minimize disruptions to business and farmers, it is critical for GoU and partners to support market
functions by, among others introducing innovations that could address the underlying constraints and
limit the existential risks to business continuity.

Magnitude of Impact on Businesses and Farmers
Having looked at the supporting market functions to supply and demand, this section assesses the
magnitude of the impact of the COVID-19 lockdown on farmers and businesses. A majority of farmer
and business respondents (90%+)were affected by the pandemic in various ways. About12% of
businesses reported that they had to halt their operations for a period of time due to the impact of the
COVID-19 measures. Almost half of the businesses (47.2%) experienced a significant impact, while
31.3% experienced moderate impacts. Chart 6below displays the overall perceived magnitude of the
impacts to their businesses.
Chart 6: Magnitude of COVID-19 Impact on Farmers and Businesses

Magnitude of Selected Indicators on Business Operations
Farmers and business owners were asked to share experiences in maintaining continuity of paying staff,
accessing labor, financing, and machinery. The responses are displayed in Table 1 below. A large
percentage (at least 40%) of the firms had difficulty in paying staff, accessing financing, enabling staff
getting to work, and accessing machinery. Accessing labor was reported to be the least difficult and
could reflect the surplus of individuals without formal employment (excess labor) in the market who
were willing to counter any odds to get earn a wage.
Table 1: Magnitude of effects of COVID-19 on Businesses

Ranking
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Difficulty in
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Paying Staff

Accessing Labor
55.8%

Accessing
Financing
17.5%

Getting to
Work
26.8%

Accessing
Machinery
33.3%

Less than 20%

28.1%

20-40%

14.1%

15.4%

28.1%

12.5%

18.0%

41-60%

9.4%

15.4%

10.5%

8.9%

7.7%

61-80%

26. 6%

5.8%

8.8%

26.8%

15.4%

81-100%

21.9%

7.7%

35.1%

25.0%

25.6%

Responses to COVID-19 Shocks
To understand how market actors responded to and coped with shocks and stressors imposed by
COVID-19, respondents were asked a number of related questions. As indicated in Chart 7, the
stressors surveyed include changes to business models, production, suppliers, and competition. From
the analysis, it was reported that 30% of the farmers were changing their business models including
getting involved in vending their produce. About 40.5% of the farmers decided to change production by,
among others, diversifying to crops such as vegetables with a shorter gestation periods. Close to 30%
changed suppliers while 31% experienced a stiff change in the competition.
Chart 7: Response Mechanisms Employed by Farmers against Risks

Other parameters to understand how businesses were responding to the shocks included introducing
new products, developing new partnerships, borrowing funds and/or laying off staff. The analysis
presented in Chart 8below shows that 21.7% of the businesses introduced new products, only 10.5%
invested in building new partnerships, while 20.2% and 21.5% resorted to borrowing money or laying off
employees respectively.
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Chart 8: Responses mechanisms employed by business against risks

Flexibility and connectivity for adaptation was considered a good strategy for companies faced with a
shock such as COVID-19 and measures put in place to manage it. However, only a few companies (30%
in Figure 9) changed their businesses and mode of conducting different operations. On the contrary, a
number of businesses were able to reduce the number of employees (21.5% laid off some of their
employees) and 65.7% that sent them on forced leave. Additional coping measures included:
introduction of new products and modes of delivery; reduced working hours; allowing employees to
work from home; opening new places of operations; and increasing use of the internet for
communications with clients and partners.

Support Requested by Business Entities
In managing the impacts of the crisis, several businesses requested various services to boost their
resilience and survival. Chart 9shows the kind of services that businesses requested, and the urgency
attached to each. A majority of the businesses (81.1%) urgently needed financial support given the
liquidity constraints associated with declining sales and rising costs of doing business, while 74.6%
requested for insurance services. It was argued that the deferral of tax payments such as pay as you
earn, and corporation tax helped to protect the liquidity position of companies as it provided vital
means for funding immediate and later on recovery plans. Farmers like their counterparts in business
companies also noted that they needed access to financing urgently.
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Chart 9: Support Requested by Businesses

Demand for Extra Financial Support
A number of companies (53.7%) acquired additional financial support in the form of overdrafts, shortterm debt (about 3-6 months), medium term debt (more than 6 months to less than 3 years), additional
equity, retention of profit or use of supplier/consumer credit. Chart 10 below shows the breakdown of
the type of financial support utilized by businesses or farmers.
Chart 10: Types of Financial Support Utilized

A large percentage of the respondents (79.4%) utilized the additional funding for working capital
including 32.4% that used the money to purchase additional inputs to boost their stock of their
inventory. About 23.5% used the additional financing to acquire new equipment or machinery. Other
uses included refinancing of old loans (14.7%), staff development and support (2.9%) and technology
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development (2.9%). None of the respondents reported borrowing for research and development
needs.

Areas of Advice on Adaptation Strategies
During the COVID-19 lockdown, businesses focused on strengthening their logistical networks, enacting
cost reduction measures, improving the modes of marketing and other sales promotion activities,
diversifying clients, securing insurance, and developing new business continuity plans. These measures
were intended to enable companies to adapt to new environment by changing key internal and external
parameters of the businesses. Table 2 below shows responses by companies that sought or planned to
seek advice in a number of areas in order to effectively respond to the pandemic. It is worth noting that
less than 2% of the respondents sought advice on matters of corporate governance and arbitration,
while 5% sought out advice for the introduction of new products or services.
Table 2: Percentage of actors who sought or wanted advice on the specified aspects
Did you seek advice in these areas

Yes

Looked for advice from others

68.7%

Marketing and sales

41.8%

Financing sources and options

32.8%

Business continuity planning

31.3%

Strengthening logistical networks

20.9%

Effecting changes on prices

20.9%

Cost reduction

20.9%

Storage and packaging

19.4%

Skills and/or platforms for using IT applications

16.4%

Diversification of clients (input/output markets)

16.4%

Quality assurance and improvement

14.9%

Risk management (prevention/mitigation) procedures

11.9%

Insurance sources and options

7.5%

Human resource management

4.5%

Expectation and Strategies
This section presents views on the future in terms of prospects, risks, and opportunities that will be
needed to recover and sustain the businesses surveyed. These strategies have been informed by views
from business managers who have ever experienced business shocks, although they were not as severe
as the COVID-19 pandemic.

Prospects about the Future

Farmers and businesses were asked how they thought the immediate future prospects would look like
for their businesses. The main responses were categorized as follows: decreased sales, additional
financing, change in product lines, increased sales, staff restructuring, business closure, and change of
location. Chart 11 shows the percentages of market actors who responded to the selected variables
regarding what may happen or what is needed to manage the future.
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Chart 11: Expected impact of COVID-19 over next 3 months

Potential Risks in the Coming Months/Years
As COVID-19 continues into the foreseeable future, market actors had concerns about potential risks
that could still impact their businesses in a number of ways. Their insights on the likelihood of certain
risks are indicated in the Chart 12with the lower percentages signifying a low probability of occurrence
for each of the stated type of risk. The events with the highest probability of occurrence (above 0.6 or
60%) were changes in the business models, disruption of supply chains, reduction in the market,
shortage of supplies, shortage of liquidity, and reduction in employment as a means of cutting costs.
Chart 12: Probability of occurrence of selected set of risks/changes related to COVID-19
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Possible Opportunities

In terms of opportunities, more than half of the market actors (54.2%) felt that the increased use of
information technology (IT) would continue to reduce operational costs, although a significant portion
(61%) felt IT would not increase business volume, but could lower their operational costs.
Approximately 39% saw an opportunity to increased size of investments against 61% who preferred to
keep the current size of the business. Adoption of new enterprises was considered by 68% of
respondents, while 64% preferred consolidation of the current type and numbers of clients.

Support Needed to Recover and Sustain Businesses

Survey respondents indicated several support measures that should be provided to revive and sustain
business entities. Table 3 shows the percentage of those who were in favor of each of the proposed
measures for stabilization, resumption, and sustainability of business operations. A majority of the
respondents (93.9%) indicated a need for financial support and tax incentives as a means of boosting
their liquidity levels. Apart from expectations such as easing lockdown measures such as curfew and
closure of buildings, a number of these recommendations could be sustained even after the COVID-19
period.
Table 3: Support requirements to enhance business recovery and sustainability

Support required (n=66)

Yes

Financial support

93.9

Tax incentives: rates reduction, deferral of payments, waivers/forgiveness of arrears

48.5

Employee related support (e.g. part payment for staff and food provision)

24.2

Facilitate transportation of goods both domestic and export

37.9

Increase/conduct trade negotiations with foreign countries

30.3

Impose tariff and non-tariff restrictions to protect domestic companies

27.3

Intervene to stabilize input/output prices

45.5

Lower and/or control interest rates

54.6

Increase working hours (reduce the curfew time)

40.9

Open up more businesses (easing the lockdown)

63.6

Lessons from Previous Shocks and Implications for the Future

Previous experiences of business disruptions from market-based crises provides insights into the
resilience of markets and the ability to support individual actors as well as entire value chains. The
market actors were asked if they had ever experienced a business disruption/shock with implications
that are comparable to COVID-19. The examples given by the respondents included prolonged dry spell
(40%) and theft of stock or vehicle (30%).
During these incidences, the businesses found it useful to engage in continuous communication with
their clients and partners for both support and understanding of the solutions they were putting in place
to restore normalcy. Respondents noted the importance of diversifying businesses in terms of markets
and products, recognizing the need for effective support from the government in times of crisis,
maintaining adequate savings and/or insuring against disasters, and the need to increase profit margins
through deeper integration into value chains by adding value to products and services.
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V. ANALYSIS OF MARKET SYSTEMS RESILIENCE
Market systems resilience is the ability of a market to respond to shocks and stressors in a way that
allows consistency and sustainability in the market’s functioning, and/or that leads to improvement in its
functioning. For the purpose of this report, the following five domains were considered to determine
the level of market systems resilience of the agricultural market:
1.
2.
3.
4.
5.

Market Governance
Diversity
Commercial Norms
Connectivity
Participation

Market Governance: How effectively the System Governs Itself
A system that develops and enforces rules that are fair and universally applied will have a better capacity
to identify and resolve issues. The governance aspects relate to concentration of power in decision
making by the different actors along the value chains. The study reviewed the market governance within
the various segments of the value chains – both horizontally and vertically – to test for the presence of
overt or covert concentrations that may be embedded within the monopolistic and/or oligopolistic
structures. Such structures tend to support exploitative and extractive practices and behaviors that in
turn, lead to concentrations of wealth and exclusion rather than inclusion. The FGDs were used to
understand underlying power dynamics and how they changed following the introduction of measures
intended to contain the spread of the COVID-19 pandemic.
The COVID-19 pandemic altered the power structures through several channels that included physical
distancing procedures, limited access to financing for those who mostly relied on steady cash flow, and
producers of perishable commodities such as vegetables and unprocessed milk. The loss of income due
from regular activities reduced the power of several actors especially the farmers who found themselves
in poor bargaining positions. A few of these are explained here below:
•

The physical lockdown measures such as mandated curfews and restrictions on travel and public
transportation affected actors in distant and more remote places as both traders and
transporters preferred places within a limited distance from their homes or workplaces. The
impact was quite significant on motorbikes, which are a common form of transport for both
individuals and products to/from rural villages.

•

A lot of actors in the agricultural sector also benefit from non-farm income such as business
from trading in manufactured products, employment opportunities such as teaching in
educational institutions, or working in the tourism or entertainment industry. A lot of their
income from these alternative sources was reduced, leaving several households disempowered
and with limited choices.

•

Abuse of power was experienced when traders were allowed to import food into the country
during the COVID-19 lockdown period and given preferential exemptions on taxes that were
not extended to all. Imports of milled rice from Tanzania undermined both farmers and millers
who preferred to hold onto their stocks until the prices recovered. As the recovery period
dragged on, some actors engaged money lenders or were forced to sell at low prices, which
benefited those who had sufficient capital to capture more value from the market system.
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These observations from actors in the market indicate that the market system and its associated
behaviors and practices were reinforcing favoritism of specific groups and could entrench biases against
the underprivileged and most vulnerable individuals or businesses. The inability of the government to
respond with adequate support to farmers and traders who were most affected by the disruptions to
the market could trigger a downward spiral as individuals take on more debt or accept prices that are
lower than their breakeven costs. Close to 60% of farmers indicated an increase in input prices that
affected the profitability of their businesses. Trends of this nature, if not addressed through formal and
government support systems that offer relief and credit on concessional terms, can wipe away profit
margins of smallholder farmers for long periods leaving little or no opportunities for recovery.

Diversity: The Variety that Offers Options to Choose From
A more resilient market system would include a larger diversity of business types and sizes. Diversity
considers several dimensions of variation in the market system concerning products, firm size, channels
through which products or commodities are marketed, and/or end markets such as niche, commodities,
or spot-markets. A resilient market should have diversity in the sense that it has several (at least two)
alternative trading routes or channels for each value chain. The market should not be dominated by a
single firm or large group of customers who buy the same product. Thus, for a market to be resilient,
diversity requires that no single actor controls a large portion say at least 50% of the marketed product
or has a large number of customers buying the same product.
Diversity was also assessed within the context of products that can be realized from processing one
crop or group of crops. A crop with limited or no variations in the type of processed products coming
implies limited diversity in composition and product diversification. This limitation undermines the
resilience of the system as it exposes the market to high risks associated with a limited diversity of the
processed products and set of consumers.
Diversity in terms of distribution was not constrained by channels through which products could be
traded as markets at the district and greater urban centers such as Kampala, Gulu, Mbale, Jinja, and
Mbarara remained open. However, incomes were limited by the COVID-19 restrictions in urban areas,
following the disruption of business operations by the lockdown and other COVID-19 containment
measures. As a result, urban consumers reduced their demand to reflect lost incomes that had been
impacted by the COVID-19 lockdown.
Aggregators and millers in Masindi, through an FGD, indicated a decline in demand in urban areas as
many people had moved back to villages where they were growing their crops. Accordingly, the
aggregators and processors experienced fewer options as reduced volumes traded in several markets
limited the functionality and effectiveness of the market.
Diversity remained limited where a few actors in warehousing and wholesale levels dominated the
market. Traders and transporters who bring agricultural produce to Kampala were constrained by a
limited market during the lockdown period and were forced to accept lower prices for their goods as
the markets for food products was ‘flooded’. A few large buyers in Kampala, who had sufficient access
to working capital, ended up controlling the market.
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Connectivity: The Quality and Quantity of Relationships that Exist Between Actors
Stronger linkages and social capital between market actors enables collective action to identify and
pursue solutions in the face of shocks and stressors. Connectivity in the context of agricultural markets
refers to the nature of interactions between different actors in the market system and is intended to
provide insights into how such interrelationships determine the resilience of a system. The connections
were assessed within the same value chains across geographical areas and interrelated businesses of
suppliers, buyers, and service providers. Strong connections between related groups of actors tend to
increase resilience as one weak or vulnerable actor can easily rely on the strength of the other actors to
mitigate negative impacts such as limitations of cash flow by deferring payments to suppliers. The
assessment was based on both qualitative and quantitative indicators of the nature and strength of
connections between input providers (mainly agro-dealers), farmers, aggregators, transporters,
processors, distributors, etc. The assessment reviewed both horizontal (peer to peer) and vertical
linkages.
A system with too many or few connections was considered as having limited capacity to generate or
sustain resilience required to maintain growth and effective functionality of the market system. Too
many relationships lead to stagnancy as resources get too dispersed in ways that limit the uptake of new
ideas and/or technologies. On the contrary, very few connections lead to fragility, since a single break in
connection can weaken the larger system. The analysis relied on responses to questions posed on how
individual actors responded to disruptions, application of lessons picked from previous disruptions to
business, and a review of different market linkages described in the survey responses.
At the farmer level, connectivity was assessed using various responses including indications of direct
linkages with suppliers of inputs and services or buyers of produce as well as responses of what should
be done to improve negative experiences faced during the lockdown. For example, recommendations
for use of broadcast media as a means of continuous provision of extension services or mobile money
for payments for various goods or services indicates respondent connectivity challenges between
business actors. Farmers indicated the loss of connectivity with critical input providers such as extension
staff from the Government and following the lockdown of the economy. Most of the public sector
extension staff rely on public transportation to reach farmers in different parts of the country. Extension
staff with prior arrangements, such as contract farming, were able to travel to farms via motorbikes as
these were not halted but only restricted in travel hours, and extension services were able to be
resumed for these individuals.
The findings indicate that in Western Uganda, 37% of crop farmers experienced weak connectivity to
extension staff while the percentage was higher (45%) for livestock farmers. Information from FGDs
indicated that cattle farmers required veterinary visits, which increased their connectivity to extension
personnel. It was also noted that the need and importance for connections with various partners in the
production value chains are seasonal. At the time of the lockdown, most farmers had already planted
and did not require the services of seed providers, but they did need extension services for pesticides
and herbicides as opposed to livestock farmers who need services for their animals all year long.
Information technology such as telephones and access to the internet was seen as a strong driver of
market strength and resilience. Different actors were able to communicate prices and shortages/surplus
of products in different areas of the country. Individuals without access to these technologies were
unable to receive the same information and would end up traveling long distances to reach traders and
processors only to find the price closed or receive information that buying of produce had been
suspended.
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Commercial Norms: The Commercial Norms that Drive Behavior of Key Market
Actors
Norms are essential for collaboration between market actors in the face of shocks and stressors.
Commercial norms were most affected among small-scale actors such as farmers, village-level
aggregators, and transporters with a smaller fleet of vehicles who did not have many viable alternatives
to physical and financial resources. Actors with limited financial resources tend to rely more frequently
on credit providers or sales. In this category, 59% experienced severe challenges in accessing regular
financing due to lockdowns and associated disruptions of value chains across the regions. On the
contrary, the fairly large(r) scale actors such as agro-dealers in major towns experienced fewer
disruptions as they could still access products/services from their large-scale providers/importers trading
at the national and global levels. The only disruptions reported were in terms of time constraints
resulting from delays border crossings due to COVID-19 testing for all individuals crossing the border.
Transporters faced less to moderate challenges in maintaining connections with aggregators, their credit
providers, and spare parts. Government policies such as the lockdown gave transporters the power to
exercise opportunistic behaviors. Transportation is a critical function for transactions in agricultural
markets and the restriction to movement in most instances empowered transporters to charge three to
five times the market prices, based on disruptions to supply and demand. Both farmers and other
market participants reported that transportation costs were the highest percentage of operational costs
of doing business.

Participation: Participation of Women and Other Vulnerable Groups in the Market
System
Participation refers to a system that provides equitable opportunity for all market actors to participate.
From the analysis, the restrictions, and regulations, which were partly judged based on the level of
equality and fairness in formal and informal rules and laws, was considered inadequate and hence a
potential cause of market disruption. Through interviews with individuals and the use of FGDs, the team
observed several irregularities in the application of formal and informal norms and practices. There were
little adherence and alignment to the principles of equity and fairness especially for certain groups such
as women, youth, smallholder farmers. The cancellation of weekly markets for both food and
manufactured products left groups of women and youth exposed to exploitation as they could only sell
from their homes or small roadside markets.
The shortage of cash flow following trade disruptions increased costs of operations amidst reduced
volumes and product prices created pockets of powerful actors who had access to affordable credit or
large savings before the pandemic. Farmers and small-scale traders in perishable commodities had their
sales revenues depressed while the cost of inputs increased slightly or significantly. A significant number
of farmers indicated a decline in the volume of sales that were either moderate (between 10-20%) or
significant (above 20%). About 33.4% reported a moderate decline in sales while a larger fraction of
37.3% experienced a significant decline in the volume of sales. Trends of this nature undermine the
power of such groups of actors that translate into vulnerabilities and exclusion from the necessary level
of benefits.

VI. CONCLUSION AND RECOMMENDATIONS
It’s clear that despite easing of COVID-19 control measures, the supply and demand in agricultural
markets in Uganda has yet to fully recover. The supporting markets are currently inefficient, as some
restrictive virus control measures still remain in place, such as social distancing, strict hygiene control
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measures, and mandated curfews. These high costs to business and low market prices continue to affect
farmers and businesses. As often expressed, health precedes economics, it is anticipated that such
measures will remain in effect during the short and intermediate terms and therefore, actors in the
market will need to adapt for their businesses to survive. It was encouraging to observe that none of the
businesses resigned to fate and anticipated to close imminently.
However, the lack of diversification of production, storage, and distribution, had made the market
system less resilient. The system was still restricted and exposed to damage by incidents of a systematic
nature such as weather, disease, or political upheaval. There is a need for diversification of enterprises at
the level of farmers, aggregators, transporters, and large-scale wholesalers in the major urban centers
who are only engaged in the domestic market.
Following this study, it is concluded that the market system does not have adequate strategic
redundancy described by a sufficient number of connections at the farmer/village level and has exhibited
characteristics of a less resilient market system at this starting point of the value chain. However, in the
case of subsistence farmers who only have limited interactions with the market, they should be deemed
to have been more resilient as was the case of medium scale actors at the district and national level.
Large traders at the national level who sell in multiple markets given their stronger business
relationships with more than one trader, as well as multiple sources of inputs or products had ample
redundancy that increased the resilience of their markets.
The conclusion is that the market system in Uganda is generally fragile and rigid, which makes it less
resilient in the face of shocks and stressors. The inadequate distribution of power and wealth has
constrained the scope of effective solutions and resources needed to address shocks such as COVID-19.
The unjust system has made the market less resilient as participation, cooperation, and inclusion are
limited since the concentration of power has influenced the practice of the rule of law.
The concentration of power around a single identity group of well-resourced traders and actors
entrusted with regulation and licensing has created an environment that potentially benefits the group
that wields power. The presence of monopolies and oligopolies within the market system continues to
limit actors’ abilities to gainfully participate in the value chains. The system needs to be made more
resilient by changing reforming the power at the various nodes of power (points of interactions between
the different actors) to reduce entrenched biases against some groups.

Recommendations
Based on the findings of the study, the following policy initiatives and actions are recommended to make
the market system more resilient to shocks and stressors associated with such incidences as the
COVID-19 pandemic.
1) To increase connectivity and sharing of information as a means of strengthening governance, the
government should prioritize/promote the use of electronic and audio communication channels
(especially radios) and/or leverage private service providers to increase efficiency and scale of
operation for each actor. Extension services and other market information including location of
inputs and prices should be broadcast on radios, websites, and other mass or community
outreach mechanisms within the communities. While physical distance will still be needed during
and possibly after the pandemic, at least the connectivity between partners and sharing of
knowledge between partners along the value chains will be maintained.
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2) There is need to enhance redundancy within the market system by increasing stocks of
inventories of both inputs and outputs. The Government should work with the private sector and
development partners to support the strengthening input and output distribution and
management systems including storage and bulking facilities across the country to ensure ready
supply of inputs at the regional or local centers as well as evacuation of produce at fair minimum
prices. As noted, points or excess capacity in terms of inputs or storage of produce help to
increase resilience of market systems.ICT based platforms should then be developed to increase
the efficiency.
3) Participation can be enhanced through application of affirmative actions for farmers and other
actors engaged in specific categories of enterprises or groups of individuals such as women, youth
and the elderly. These could be in form of special funding/programs to ease the high degree of
financial loss to such groups. Most women, for example, could not ride bicycles or motorbikes,
which were allowed to continue operating except after the evening curfew hours. A number of
women were forced to spend weeks away from home and slept in the markets in Kampala to
avoid back and forth journeys as well as minimize the possibility of infecting their families.
Similarly, farmers engaged in perishable products such as dairy products, vegetables and fruits
were more disadvantage as they faced losses from spoilt products and/or had to sell at low prices
within a specified short time spans.
4) Connectivity to different business partners, which increases resilience was impaired given the
evidence that only about 10% of the farmers established new partners. Investments in areas that
promote business continuity across regions and teams such as information and communication
technology (ICTs) that enhance use of mobile money, social media networks, shared delivery vans
should be enhanced. The presence of technology allowed different actors to continue transacting
even without serious breakdowns in the processes. This will enable different actors to reach out
to partners for information on the availability of inputs, market opportunities, and prices among
others.
5) Mechanisms for strengthening connectivity across value chains will require formalization and
strengthening organizational arrangements between actors at the various vertical lines. This will
enable stronger connections between the different seemingly unrelated parts of the value chain
rather than simply focusing on peers. The common trend is to organize associations and/groups of
actors at each stage – farmers, traders, transporters, etc. with little or no consideration of the
linkages between these groups in a vertical ‘axis’. There should be deliberate effort to strengthen
these associations through stronger vertical and horizontal integration.
6) On the side of households of employees, the Government should enhance the social protection
measures that reduce vulnerability to income shocks and stressors arising from a disruption of the
market system. The loss of income by urban households translated into lower prices for
agricultural products, which rendered many farmers powerless in terms of financial ability and
negotiations. The distribution of food in kind increased the power of a few individual actors who
had good connections to the Government machinery thereby worsening the aspects of
governance in the market system that require fair treatment of all actors.
7) Finally, the Government and Apex bodies that represent different groups of actors – farmers,
traders, processors, transporters, etc. – should engage in regular research and development
surveys to establish potential weak points in the markets systems. The partners may also conduct
stress tests to inform regular programming of interventions aimed at increasing the resilience of
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market systems. Information from such surveys will enhance the design of integrated solutions
that span diversification of production at the firm level, connections to different local and regional
markets, insurance and special financing options that are easy to invoke in times of disaster.
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