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1. Introduction 
The dairy industry plays a very important role in the lives of many Ugandans either as a source of food, income or employment. Over 800,000 households keep cattle as a reliable source of income, household nutrition/food security and employment. Households keeping livestock were reported to have lower levels of poverty and a better quality of life than those engaged in crop agriculture alone (UBOS UNHS 2006). Therefore dairy farming has a great potential to alleviate poverty in Uganda. 

2. Contribution of Dairy Industry to National Economy
The livestock sub-sector contributes 13.1% to the Agricultural Gross Domestic Product (GDP) and 4.2% to the National GDP (MFPED, 2007). The contribution of agricultural production to the total national GDP has continued to decline and was only 31.9% in the 2006/07 fiscal year. The dairy industry contributes more than 50% of the total output from the livestock sub-sector. It employs many people that are involved in various economic activities such as milk production, collection, transportation, processing, distribution and marketing as well as provision of inputs and support services. There is no up-to-date statistics regarding the number of people involved in dairy value addition and marketing. 
3. Dairy Sector Performance 
The dairy sector has continued to grow at an average rate of 8-10% per annum over the last 10 years. The steady growth is attributed to the favorable macroeconomic environment, policy and institutional reforms as well as specific interventions by government to promote development of the sector

i) Cattle Population

Cattle are the major source of milk. The population of dairy goats and other milking animals is insignificant. The national herd of cattle has grown steadily from approximately 4.2 million in 1986 to an estimated 7.7 million in 2007.  Fig. 1 shows the trend in cattle population over the last two decades. Indigenous cattle, mainly Ankole (Sanga), Small East African Zebu, Karamajong and intermediate types constitute about 90% of the national herd. Improved dairy breeds (exotics and crosses) constitute only about 10%. 
Figure 1.
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ii) Distribution of Cattle 
Dairy farming is concentrated in 42 districts found in the cattle corridor which stretches from south western through central to the north eastern region (about half of the country) (See Annex I). On average, 60% of the households in the cattle corridor keep livestock, mainly cattle. Table 1 shows the distribution of local and improved dairy cattle in the country. The central and western regions have the highest numbers of improved dairy cattle and are the major source of marketable milk. 

Table 1: Cattle Population and Distribution by Region

	Region
	No. of Districts
	Exotics & Crosses
	Indigenous
	Total Population

	
	
	Number
	%
	Number
	%
	Number
	%

	Central
	13
	185,215
	3.0
	1,441,280
	22.9
	1,626,495
	25.9

	Eastern
	15
	56,800
	0.9
	1,038,248
	16.5
	1,095,048
	17.4

	Northern
	13
	58,030
	0.9
	1,928,593
	30.7
	1,986,623
	31.6

	Western
	15
	233,050
	3.7
	1,341,291
	21.4
	1,574,341
	25.1

	Total
	56
	533,095
	8.5
	5,749,412
	91.5
	6,282,507
	100


Source: Population and Household Census (PHC) 2002, Agricultural Module 

Table 2 shows the mean household level ownership of cattle by region. It should be noted that the western region owns more exotic cattle per household than any other region
Table 2: Mean household level ownership of cattle by region 2005/06

	Livestock
	Central
	Eastern
	Northern
	Western 

(south- & Mid-Western)

	Exotic/improved calves
	1.44
	1.33
	2.5
	6.05

	Exotic/improved bulls and oxen
	1.76
	1.05
	2.75
	3.54

	Exotic/improved heifer and cows
	1.69
	1.23
	4.4
	12.1

	Indigenous calves
	1.92
	1.79
	2.51
	1.78

	Indigenous bulls & oxen
	2.1
	2.32
	2.47
	2.15

	Indigenous heifer and cows
	3.41
	1.86
	4.06
	4.01


Source: Uganda Bureau of Statistics (UBOS); UNHS data 2005/2006

iii) Milk Production 

The total national milk production has been increasing steadily over the last two decades, from approximately 395 million litres in 1986 to an estimated 1.5 billion litres per year in 2007. The figure below illustrates the trend in annual milk production from 1980 to 2006.
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Figure 2:
iv) Milk Sheds 
In terms of milk production, Uganda is divided into five milk sheds (see Annex II). Table 3 shows the contribution of different milk sheds to the total national milk production.


Table 3: Contribution to National Milk Production (%)
	Milk shed
	Contribution to National Milk Production (%)

	South-western 
	36

	Mid-western
	8

	Central 
	34

	Eastern 
	7

	Northern
	15



Source: DDA 2003
From the above table, it should be noted that the Central and South western milk sheds together contribute 70% of the total national production. The other milk sheds or regions particularly Eastern and Northern experience a deficit of marketable milk almost throughout the year and are referred to as milk deficit areas. On the other hand, the south western and central regions continue to experience a surplus of marketable milk particularly in the wet season. 

v) Rural Milk Collection and Transportation 
The infrastructure for rural milk collection is not well developed in most parts of the country except the south western region and to a less extent the central region. The Eastern and Northern regions lack functional rural milk collection centres with cooling equipment. About 200 milk coolers with a total capacity of about 550,000 litres are installed in rural areas for milk collection. Most of these (75%) are found in the south western region and 15% in the central region
Chilled milk is delivered to the processing plants and the raw milk markets in insulated milk transport tankers. A total of 25 bulk milk traders own 35 insulated milk tankers with a total capacity of 189,000 litres. The tankers are used to transport milk from rural areas to the raw milk markets in the major urban centres. There are 24 insulated milk transport tankers dedicated to delivering milk from the farmers’ cooperative unions and societies to the processing plants. There total capacity is 253,700 litres. 
vi) Milk Processing 

Uganda has a very limited capacity to process milk into value added products. There are twelve operational milk processing plants and mini dairies.  Their combined annual installed capacity is 108,515 tons (Average of 297,300 litres per day) and the average capacity utilization was 29.7%. A total of 32.248 million litres of fresh milk were processed by the 12 plants in 2007 (Average of 88,350 litres per day). There are many micro-/small-scale processors of value added products particularly yoghurt, ice cream, sour butter, ghee and cheese. However, the volume of milk handled by this category of processors is not significant. Table 4 is a list of the existing milk processing plants and mini dairies in Uganda. 

Table 4 (a): Milk Processing Plants and Mini Dairies in Uganda, February 2008
	Name of Company
	Location
	Annual (365 days) Installed Capacity (Tons)
	2007 Production Total (Tons)
	%
	Products made

	1. SAMEER Agriculture and Livestock Ltd 
	Kampala
	44,530
	20,915.6
	
	Pasteurised milk, UHT, yoghurt, ice cream, butter, ghee

	2. Jesa Farm Dairy 
	Busunju 
	2,920
	2500**
	
	Pasteurised milk, yoghurt, butter, ice cream

	3. White Nile Dairy 
	Jinja
	2,190
	779.1
	
	Pasteurised milk, yoghurt, ghee, cream

	4. GBK Dairy Products (U) Ltd 
	Mbarara
	20,440
	1,233.7
	
	UHT, ghee, Pasteurised milk, Yoghurt

	5. DairiBoard (U) Ltd ***
	Mbarara
	14,600
	3,000.6
	
	Pasteurised milk, butter, yoghurt, ghee, cream

	6. Birunga Dairy 
	Kisoro
	5,402
	2400**
	
	UHT

	7. Teso Fresh Dairy 
	Soroti
	1,168
	145**
	
	Pasteurised milk, yoghurt, 

	8. MADDO Dairies Ltd 
	Masaka
	475
	200**
	
	Pasteurised milk, yoghurt, 

	9. Gouda Gold 
	Kampala
	5,475
	169.7
	
	Cheese

	10. Paramount Dairies Ltd 
	Mbarara
	1,095
	600**
	
	Cheese

	11. NIRMA Dairy & Foods Industries Ltd-Mother Dairy
	Entebbe
	2,920
	300**
	
	Pasteurised milk, yoghurt, Cream

	12. Nile Valley International Foods Ltd
	Mbarara
	7,300
	5**
	
	Cheese

	TOTAL (in Tons)
	
	108,515
	32,248.7
	29.7
	


** Very Clever estimate. Actual data will be secured soon
Table 4 (b): Idol Processing Capacity
	Name of Company
	Location
	Annual Installed Capacity (Tons)
	2007 Production (Tons)
	%
	Products made

	1. Kaisa Fresh Milk 
	Kamuli
	2,920
	0
	
	Pasteurised milk, yoghurt

	2. Uganda Industrial Research Institute 
	Kampala
	2,920
	0
	
	Ice cream, yogurt

	3. Country Taste 
	Mbarara
	9,125
	0
	
	Pasteurised milk, butter, ghee, cream, paneer cheese

	Total
	
	14,965
	
	
	


vii) Marketing and Consumption

It is estimated that 1.05 billion litres or 70% of the total annual production of 1.5 billion litres is marketed, while 30% (0.45 billion litres) is consumed by the producing households. Approximately 90% of the marketed milk goes through the raw milk market, leaving only 10% to be processed and packaged before marketing. This is mainly attributed to the limited processing capacity of existing plants. The informal channel includes milk sold by the farmers directly to consumers in their neighborhood as well as milk purchased by traders or their agents and sold to consumers without prior processing or packaging. The per capita milk consumption is only about 50L per person per year. Overall milk consumption is growing at an average rate estimated at 8% per annum. 
viii) Dairy Import and Export Trade
a) Dairy Import and Export Trade
The total quantity of milk and milk products imported has been declining progressively since 2003. 

Figure 3
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As a result of the decline in the imports, the amount of money spent on importing milk and milk products has been a steady decline since 2001.
Figure 4:
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b) Dairy Export 

UHT milk is the main dairy product exported to regional markets, including Rwanda, Kenya, Tanzania, DR Congo, Southern Sudan and Mauritius. Informal dairy trade goes on across all borders of Uganda but the volume traded may not be significant.
The volume of milk exported declined progressively from 2003 to 2006 but increased significantly in 2007. Between 2000 and 2006, Uganda exported an average of 380 metric tons of milk per year. The figure below illustrates the trend in dairy exports between 2000 and 2007.

Figure 5:
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4. Policy and Institutional Issues

i) The Dairy Master Plan

Following the severe decline in performance of the dairy sector in the 1970s and 1980s, government put in place a number of policy and institutional reforms that resulted in significant growth of the dairy sector. A comprehensive study of the sector was done in 1991 and a Dairy Master Plan was prepared and adopted in 1993. There are three key recommendations in the master plan: i) Liberalisation of the dairy industry, ii) Restructuring and privatisation of the government owned dairy processing company, Dairy Corporation and iii) Establishment of a Dairy Board to take over the development and regulatory functions of the former Dairy Corporation.

Indeed, government liberalised the dairy industry in 1993 and about five years later, Parliament enacted the Dairy Industry Act, 1998, which provided the legal framework for establishment of a body, the Dairy Development Authority (DDA) to regulate the liberalised dairy industry. The Act also provided for restructuring of the government owned Dairy Corporation into a commercial company; Dairy Corporation Limited (DCL) owned 100% by government but later to be privatised. Dairy Corporation Limited (DCL) was privatised in August 2006. The new operator is SAMEER Agriculture and Livestock Limited.

ii) Dairy Development Authority (DDA)

Dairy Development Authority was established by the Dairy Industry Act, 1998 as a semi autonomous body under the Ministry of Agriculture, Animal Industry and Fisheries (MAAIF). The mandate of DDA is to develop and regulate the dairy industry.  The Authority (DDA) is responsible for coordination and efficient implementation of all government policies, which are designed to achieve and maintain self-sufficiency in the production of milk in Uganda. 

The Authority developed a five-year Strategic Plan to address challenges in Uganda's dairy industry. The plan highlights the actions that must be undertaken to achieve DDA’s objectives. It describes the major development and regulatory programs, support services and their outputs. Areas of focus include human resource development, policy and planning, research and development, quality assurance, dairy financing and the regulatory framework. 

To ensure that Ugandans engaged in dairying earn profits from the enterprise, Dairy Development Authority carries out training of all stakeholders in the dairy value chain, particularly farmers who undertake organized milk bulking and marketing. The Authority is currently implementing the Dairy (Marketing of Milk and Milk Products) Regulations, 2003. As a result, there has been a reform in the handling and transportation of milk that has resulted in a significant improvement in the quality and safety of milk and milk products in the country and has improved access to high value markets both locally and regionally.

5. Organisation of Dairy Stakeholders
Dairy farmers are organised into groups, associations, cooperative societies and unions from the grass-root to national level. Most of the active dairy farmer associations, cooperative societies and unions are found in the most productive south-western milk-shed. Other regions (milk-sheds) have a few associations and primary cooperative societies. 

Until the year 1999, Uganda did not have any national organization of dairy stakeholders. The Dairy Development Authority in collaboration with dairy sector Non-Government Organizations (NGOs) and development partners supported and facilitated mobilization of dairy stakeholders to form and register member-based organizations from the grass-root to national level. Between 1999 and 2003 five national organizations of dairy stakeholders were formed of which four are currently active.
Uganda National Dairy Farmers Association (UNDFA) is the national umbrella body for dairy farmers formed in October 2001.  Uganda Crane Creameries Co-operative Union Ltd was registered on 11th January 2005 under the Co-operative Societies Statute, 1991 as a national umbrella body for dairy cooperatives in Uganda. 

Dairy processors are currently organised at the national level only under the Uganda Dairy Processors’ Association (UDPA) whose members include dairy processing companies and micro/small scale processing enterprises. Dairy traders are organised into a national body, the Uganda National Dairy Traders’ Association (UNDATA). There are a few grass-root associations of traders that are mainly involved in procurement and marketing of raw milk as well as small-scale processing using appropriate technology. 

Dairy farmer organisations are playing a major role in bulking, transportation and marketing of milk. They also serve as focal points for delivery of extension services as well as implementation of development and capacity building programmes. The major constraints facing dairy farmer organisations include among others, unreliable markets for raw milk, poor infrastructure for milk bulking, transportation and marketing as well as poor access to credit and the high interest rates. 

In order to strengthen the capacity of dairy stakeholder organisations to lobby and liaise with government, NGOs and development partners on issues of policy, development and regulation of the dairy industry, it is necessary to invest in building the capacity of national and district level organisations particularly in the areas of association/cooperative development and management, advocacy & lobbying, business/ marketing skills, financial management, strategic and business planning, business linkages and networking as well as dairy value addition 

Technical assistance is required to strengthen the capacity of stakeholder organisations to offer services to their members.  In particular, assistance is required to improve access to inputs, credit, information and specialised services among others. The assistance should promote the establishment of public-private partnerships to address challenges along the dairy value chain. 

Dairy Development Authority has been at the forefront of supporting dairy farmers’ marketing organizations by facilitating group formation, strengthening co-operatives through good governance, financial transparency and accountability, improving the quality of milk and promoting dairy value addition and access to high value markets. Through this initiative, farmers are vertically integrated in the dairy value chain and are able to increase their total income per litre of milk produced.

6. Investment Opportunities 
i) Establishment of new Dairy Processing Plants 

The overall capacity to process milk into value added products is still small. This is partly responsible for the continued importation of significant volumes of milk and milk products and the thriving raw milk markets. There are deliberate efforts by government to attract investment into the sector particularly for value addition and marketing. Production of powdered milk and the long-life (UHT) milk particularly for export has attracted a number of foreign investors. 
ii) Joint Ventures in Dairy Processing and Marketing 

Many private small- and medium-size dairy processing companies want to expand their operations but are limited by lack of capital and technical expertise among others. These firms are interested to work with joint venture partners in dairy processing and marketing in order to raise capital for expanding their businesses. 
Several dairy farmers’ cooperative unions involved in milk procurement and marketing are interested to work with joint venture partners to establish milk collection, transportation, processing and marketing infrastructure. 
iii) Dairy Support Services

There is a growing need for support services along the dairy value chain. Among the services needed are credit/finance, input supply, marketing, information, business development and advisory services, breeding/artificial insemination among others. The manufacture, distribution and sale of all farm and processing inputs is done solely by the private sector. Currently most of the inputs particularly for milk processing industries are imported from other countries. 
iv) Commercial Milk Bulking and Transportation
In order to improve the quality of milk and reduce post-harvest losses, government outlawed the transportation of warm milk on Lorries and pick up trucks over long distances particularly from rural areas to the processing plants and urban markets. This has created an opportunity for investment in milk transport tankers as well as establishment of milk bulking facilities in rural areas. Indeed, the major dairy processing company contracts private transporters with road tankers to deliver milk from rural areas to the factory. 
v) Dairy Farming and Breeding 

Uganda has a favourable climate, fertile soils and adequate land for dairy farming. A well-established dairy farm would produce milk and dairy breeding stock. Currently, there are no farms specialising in the production of dairy breeding stock. There is a serious shortage of dairy breeding stock in the country yet the demand is continuing to increase. Currently good dairy breeding cattle are imported from other countries.

7. Dairy Sector Constraints/Challenges

· Seasonal fluctuation in the supply and quality of feed resources and water for livestock
· Poor infrastructure for milk collection and transportation 
· Limited national capacity to process milk into value added products

· Limitations in the quality of processed dairy products 

· Limited access to credit facilities and high interest rates
8. Support to the Dairy Sector by Non Government Organizations (NGOs) and Development Partners

i) East Africa Dairy Development (EADD) Project
The Bill and Melinda Gates Foundation has provided a grant of US$ 42.8 million over a period of four years to implement the East Africa Dairy Development (EADD) Project in three countries namely Uganda, Kenya and Rwanda. The goal of the grant is to help one million people (179,000 families) living on small farms (1-5 acres) to uplift themselves out of poverty by providing them with the opportunity to market milk in a more profitable way. The project which was announced at the end of January 2008 is being implemented by Heifer International Uganda in partnership with TechnoServe and the International Livestock Research Institute (ILRI). In Uganda, EADD project will develop and support a sustainable dairy value chain that will result in increased income, market share and market participation of smallholder farming households in 15 districts. 
ii) Heifer International Uganda 

This is an International Non-Government Organization founded in 1944 in the United States of America.  Heifer International (HPU) has been working in Uganda since 1982. HPU assists resource poor households to work towards ending hunger, poverty and to care for the environment. The main activities of HPU include livestock distribution and health care, training and education, enterprise development, livestock services and environmental management (agro-ecology). HPU mobilizes financial resources from various sources, both local and international. HPU is well known for providing dairy animals (in-calf heifers) to resource poor households, particularly women. Beneficiaries later pass on one female offspring to other beneficiaries as a gift. 
iii) TechnoServe Uganda 

TechnoServe is an International non-profit economic development organization founded in the USA. TechnoServe helps entrepreneurial men and women in poor rural areas of the developing world to build businesses that create income, opportunity and economic growth for their families, their communities and their countries. Work in the dairy sector by TechnoServe is commencing with the grant from Bill and Melinda Gates Foundation. 
iv) Land O’ Lakes Inc
Land O' Lakes, Inc. is a not-for-profit Organization founded in the USA. Since 1994, Land O’ Lakes has been providing technical support to Uganda’s dairy sector in the area of market development; processing, marketing and distribution of value added products, milk bulking and handling, production, industry organization and policy reform. For a period of three years, from 1st October 2001 to 30th September 2004, a consortium of three dairy sector NGOs namely Land O’ Lakes, Heifer Project International and World Wide Sires implemented the Uganda Private Sector Dairy Industry Development Activity funded by the United State Agency for International Development (USAID) to a tune of US$ 5.8 million. Land O’ Lakes is currently implementing an 18-month program to increase the productivity and competitiveness of Uganda’s dairy sector with support from USAID and the United States Department of Agriculture (USDA). The program is expected to end in 2008 and Land O’ lakes will embark on a crop based food security program in the post conflict northern Uganda. 

v) Send A Cow Uganda
Send a Cow is a charity organisation that has been providing dairy animals to poor households (women) since 1988. The organisation was founded in 1988 in response to a plea from a Ugandan bishop to Christian Communities in the UK. Following a period of civil strife in the early 1980s, many people had lost their homes and cattle, and milk had become a luxury that few could afford. The Ugandan Bishop had heard that there was milk surpluses in the UK and appealed to British farmers for help. A group of Christian farmers based mainly in the West Country decided to send not milk, but long-term help in the form of cows. The first plane-load of 32 in-calf heifers left Gatwick Airport in June 1988 and arrived in Uganda 12 hours later. With the help of local church groups, the cows were distributed to poor women. Beneficiaries were also trained in caring for the animals and were also offered low-cost veterinary services. This initiative has since been replicated in several other poor countries. Send A Cow Uganda continues to receive financial support through fundraising programmes in the United Kingdom and is currently implementing three programmes in Uganda: one in the eastern, central and northern regions. The core of each of the three programmes is similar. All beneficiaries get training in group work and organic farming. They are all given livestock, mainly dairy cows or goats.
vi) DANIDA Support to DDA

The Danish International Development Agency (DANIDA) is one of the development partners that have contributed substantially to development of Uganda’s dairy industry since the end of war in 1986. Details of support provided by DANIDA and other Development Partners is outlined in the paper on Rehabilitation of the Dairy Industry in Uganda prepared by Okwenye A.A and published by FAO Document Repository on the Internet: http://www.fao.docrep/T3080T/t3080T04.htm 
Under the Agricultural Sector Programme Support (ASPS II) of DANIDA, Dairy Development Authority received financial support to implement dairy sector regulations between 2004 and 2007.  A total sum of Uganda Shillings 780.564 million approximately (US$ 433,000) was provided through the Ministry of Agriculture, Animal Industry and Fisheries and was used to equip the milk quality laboratory, purchase vehicles and office equipment and implement field regulatory activities. 

vii) French ACSS Project
ACSS project funded by the French Development Agency through the Priority Solidarity Fund (PSF) was implemented over a period of 67 months until 31st December 2007. The total cost of the project was 2 million Euros including the cost of foreign technical assistance and the contribution from government of Uganda. The Priority Solidarity Fund contribution amounted to Euros 1.19 million. The objective of the project was to support implementation of the Plan for Modernization of Agriculture, by contributing to the process of strengthening the participation of farmers’ organizations at local and national level, in economic activities and in agricultural policy design, by drawing experience from activities implemented in a particular sector (milk) and region (South western). From July 2005 to December 2007, implementation of the project was entrusted to Dairy Development Authority. 

viii) Other NGOs & Community Based Organizations
There are several international and local charity organizations that provide livestock to resource poor households particularly in the war ravaged areas of northern, eastern and western Uganda. In most cases, dairy animals are provided under the food security component of the charity with a view to improving the nutrition and income of the households. In addition to the animal gifts, the charities provide training and other livestock services to the beneficiary households. Examples of such organizations are Church of Uganda, CARITUS, Christian Children’s Fund, Africa 2000 Network, World Vision and the Red Cross among others. In general, the scale of investment in the dairy sector is very limited. 
9. Need to Promote Dairy Production, Value Addition and Marketing of the Milk Deficit Northern and Eastern Regions

Currently, 70% of the total national milk production comes from two of the five milk producing regions namely central and south western. The eastern, mid-western and northern regions together contribute only 30%.  The eastern and northern regions continue to experience a shortage of marketable milk throughout the year although they have a better livestock keeping culture than other regions. Majority (57.7%) of the households keeping livestock (mainly cattle) in Uganda are found in the eastern and northern regions. The central, mid western and south western regions together constitute only 42.3% of the households keeping livestock yet they produce more than 90% of the marketable milk in the country.

According to UBOS, 2007 the northern and eastern regions have the highest levels of poverty in the country. The northern rural area with 64.2% was the highest in 2005/06 followed by the eastern rural areas with 37.5%. The national average rate of poverty was 31.1% in 2005/06. In order to improve the household incomes and standard of living in the northern and eastern regions, it is necessary to stimulate production of milk as one of the key agricultural enterprises particularly under the government program of Prosperity for All (PFA). Dairy Development Authority is already facilitating smallholder farmers to increase productivity and output and empowering farmer marketing groups to access high value markets. Promoting dairy value addition and marketing is one of the key actions undertaken by DDA. However, this is constrained by the poor infrastructure for milk collection, transportation, processing and marketing in the northern and eastern regions. The private sector is not keen to develop infrastructure in these areas because they prefer to invest in the well developed milk sheds of central and south western. 
In the late 1980s and early 1990s, government deliberately invested in the rehabilitation of milk collection, processing and marketing infrastructure in the south western region and this has been responsible for significant development of the dairy sector in this area. It is necessary to replicate this initiative in other regions of Uganda, particularly Eastern and northern. Public-private partnerships for development of infrastructure for cooperative milk collection/bulking, chilling, transportation, processing and marketing are strongly recommended.  
10. Regional Perspective of Dairy Production and Trade
Uganda is a member of two important regional economic blocks, namely East African Community (EAC) and the Common Market for Eastern and Southern Africa (COMESA). Members of the EAC signed a Customs Union Protocol which allows them to trade with each other on favorable terms aiming at eliminating both tariff and non tariff barriers particularly for locally produced goods. Under this arrangement, Ugandan milk is exported to Kenya and Tanzania tariff free and the reverse is true. Elimination of tariff on local produce is aimed at promoting intra-regional trade 
Majority of members of COMESA signed a Free Trade Area (FTA) protocol which lays down the terms under which members states are to trade among themselves, particularly the elimination of tariffs on goods coming from member states that are signatory to the protocol. Uganda is yet to sign the protocol. The aim of the FTA agreement is to enhance intra-regional trade among COMESA member states, especially to promote sourcing of import goods from within the region. 
i) Uganda’s Comparative Advantage 
Uganda has a comparative advantage in the production of milk not only within EAC and COMESA but in the whole of Africa. The huge natural resource base characterized by abundant land, good soils and a favorable climate in most parts of the country ensure good supply of pastures and production of milk almost throughout the year. Uganda is one of the few (only five) African countries that have attained self sufficiency in the milk production (Hemme et al., 2005) Uganda is one of the few countries in the world that are low cost producers of milk (Hemme et al., 2007). Uganda’s strategic location in the heart of sub-Saharan Africa is conducive for regional trade not only in dairy but also other products. 

Liberalization of the economy and the relatively stable macro-economic environment characterized by low inflation rates, stable exchange rates and steady economic growth have played a key role in enhancing the confidence of investors.  There is a package of investment guarantees which encourage private investments in Uganda. The Uganda Investment Authority is responsible for guiding prospective investors (see Annex III for URL).

ii) Competitiveness of Dairy Industries in EAC and COMESA 

Presently, extra regional imports account for over 95% of the market for imported milk and dairy products in the COMESA and EAC region. Over 80% of extra regional imports are sourced from Denmark, South Africa, Canada, USA, France, New Zealand, Australia, the Netherlands and Poland. This raises critical questions regarding the competitiveness of dairy products produced in the region and the issue of subsidies to farmers and exporters in the source countries. Subsidies do not only distort international trade in milk and milk products but also limit the competitiveness of entire dairy industries in the EAC and COMESA region. In general, EAC and COMESA members like all Sub-Saharan African States are net importers on milk and milk products. Only Kenya produces an exportable surplus.
iii) Import of Dairy Products (EAC & COMESA)
The milk deficit situation in EAC and select COMESA countries is serviced through extra-regional imports, which averaged US$25 million per year between 1997 and 2003. Fig. 6 shows that the extra-regional imports were far much higher than intra-regional imports.

Figure 6: Import of dairy products by EAC & select COMESA Countries
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Fig. 7 illustrates the significance of the dairy products’ market in the EAC and select COMESA countries, which over the period 1997-2003 imported from outside the region dairy products worth US$175.9 millions. Over the same period, imports from within the region amounted to only US$19.8 million. 

Figure 7: Import of dairy products by EAC & select COMESA Countries (1997-2003)
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The imports of dairy products is dominated by milk powder, which accounts for 55% of total imports, followed by butter, cheese and liquid milk, which account for 27% and 6% respectively. Fig. 8 shows the major dairy products imported by EAC and COMESA for the period 1997 to 2003.

Figure 8: Different dairy product Imports by EAC & select COMESA Countries 1997-2003
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iv) Export of Dairy Products (EAC & COMESA)
Sub-Saharan Africa countries contribute very little to the overall international trade in milk and milk products. In general, Sub-Saharan countries are net-importing countries. Net imports of milk are predicted to continue to grow due to the predicted large increase in demand. Table 5 shows that Uganda's contribution to the international trade in milk and dairy products is quite insignificant.

Table 5: Milk Imports and Exports in 2002 ('000 Metric tonnes)

	
	Developed Countries
	Sub-Saharan Africa
	Uganda

	Milk Imports
	42,000
	2,060
	6

	Exports
	68,000
	149
	0.160


Source: FAO Statistics, 2002

Exports of the dairy products by the EAC and select COMESA countries have been very low, averaging US$1 million per year over the period 1997-2003. There was a drastic increase in exports between 2001 and 2003 (see Fig. 9). The countries behind this growth were Zimbabwe, Namibia, Kenya, Zambia and Mauritius. The Intra-Regional market has been the key stimulant as seen in Fig. 9. Intra-regional exports of dairy products grew from less than US$ 0.5 million in 2001 to over US$ 1.5 million in 2003. This is partly attributed to the launch of the COMESA Free Trade Area in 2000, which rendered products sourced within the region cheaper than those sourced extra-regionally. This paints a bright future for the regional trade in milk and dairy products. 

Figure 9: Export of dairy products by EAC & select COMESA Countries (1997-2003)
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Analysis of the composition of the exports showed milk powder and liquid milk to be in the lead followed by cheese and yoghurt in that order (see Fig 10). 

Figure 10: Exports of Dairy Products by COMESA and EAC Countries (1997-2003)
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11. CONCLUSION
Uganda has a very big potential to produce enough milk for the local market and to obtain a huge surplus for export.  The country is well endowed with a huge natural resource base (land and pastures) and only requires good policies and resources to enable the recourse poor farmers to transform from traditional to market-oriented dairy farming systems. 

Although Uganda has a comparative advantage in the production of milk, it has not been possible to fully exploit the natural resource base to increase production and exploit regional markets. There is still a big deficit in the supply of milk compared to the estimated effective and physiological demand. 
The limited local processing capacity is partly responsible for the inability to fully exploit regional dairy markets. Uganda continues to export limited quantities of milk to the neighbouring countries and has the potential to increase the export volumes several fold if the local processing capacity is increased. Export market opportunities exist in Rwanda, DR Congo, Tanzania, Kenya, Southern Sudan and Mauritius as well as distant countries like Nigeria and the Middle East. What is required is to assist existing processors to expand their capacities, improve capacity utilisation, improve quality and attain certification by the International Standards Organisation (ISO) as well as improve marketing. Uganda requires significant investment in infrastructure for milk collection, processing and marketing. 
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	Source: Population and Housing Census (PHC) 2002, Uganda Bureau of Statistics

	

	


ANNEX II:
Map of Uganda Showing the Different Milk-Sheds 

See URL: http://www.dda.or.ug/publications/Mbarara_Milk_Shed_Study.pdf , page 41 (Appendix I)
Annex III: Important Internet Sites

	Organization
	Role
	Internet Site

	Ministry of Agriculture, Animal Industry and Fisheries
	Policy: Agriculture/Livestock
	www.agriculture.go.ug/

	Dairy Development Authority
	Development and Regulation 
	www.dda.or.ug/  

	Uganda Bureau of Statistics
	National Statistics
	www.ubos.org/

	Uganda Investment Authority
	Investment Promotion
	www.ugandainvest.com/Dairy.PDF

	Uganda Dairy Processors Association, Uganda National Dairy Farmers Association
	National Member Based Organizations 
	www.dairyuganda.com/

	Heifer International Uganda Program
	Non Government Organization 
	www.heiferfoundation.org/waystogive/country/africa/Uganda.cfm

	TechnoServe 
	Non Government Organization 
	www.technoserve.org/work_impact/locations/uganda.aspx

	Land O’ Lakes Inc 
	Non Government Organization 
	http://www.idd.landolakes.com/projects.asp?URL=http://extecmcons.landolakes.com/stellent/groups/public/documents/idd_webpage/pubs_icnt158069.htm

	Send A Cow Uganda
	Non Government Organization 
	www.sendacow.org.uk/default2.asp?active_page_id=119

	UgandaDairy
	Dairy Research project 
	http://www.ugandadairy.dk/UgandaDairy.asp

	Uganda National Bureau of Standards
	National Standards
	www.unbs.go.ug/

	Eastern and Southern Africa Dairy Association
	Regional Dairy Association
	www.dairyafrica.com/

	Plan for Modernization of Agriculture
	Inter-sectoral policies and investment
	www.pma.go.ug/

	National Agricultural Research Organisation
	Agricultural Research
	www.naro.go.ug/

	National Agricultural Advisory Services
	Advisory Services
	www.naads.or.ug/

	Uganda Export Promotion Board
	Export Promotion body
	www.ugandaexportsonline.com/

	Ministry of Finance Planning and Economic Development
	Policy-Finance
	www.finance.go.ug/

	Bank of Uganda
	Central Bank
	www.bou.or.ug/

	Uganda Revenue Authority
	Tax Collection
	www.ugrevenue.com/

	Regional Agricultural Trade Expansion Support Program
	USAID Funded NGO
	www.ratescenter.org/dairy.asp
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