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Disclaimer

The views in this paper are either the authors' or derived from interviews with key informants and stakeholders
and are not necessarily endorsed or shared by the International labour Organisation (ILO) or the British
Department For International Development (DFID) as donor.
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Background

The Business Services Market Development Project Uganda (henceforth BSMD) is a DFID
financed project, which has been working in Uganda for several years. Its main aim is to
increase the competitiveness of micro and small enterprises and smallholder farmers. BSMD
pilot projects have been facilitating the development of supply chains, which effectively
enable small businesses to participate in market. Projects of this type have been supplemented
by several research initiatives looking at enhancing local sourcing of fresh fruit and
vegetables by supermarkets and agro-processors, and documenting successful supply chains.

This piece of research is complementary to these supply chain efforts. It is concerned with
documenting the current status of commodity marketing for a number of primary
commodities. This data was collected to inform the process of developing a contract
template for use in the agro-sector that would provide a tool for stakeholders that is:

Easier to understand

Clear and comprehensive

Flexible (easily adapted to meet specific situations)
Legally binding

Easy to access and adopt at minimal cost

This information was gathered from interviews with farmers, traders, processors, government
agencies, and other service organizations involved in the food chain. Research was
conducted by seven collaborating NGOs as follows:

Organization |Region Commodities
AT Uganda Ltd. [Eastern Potatoes, Groundnuts, Cassava
CARE South West Beans, Potatoes,
CEFORD 'West Nile Honey, Tobacco, Simsim
SATNET Central Western |Coffee, Maize, Passion Fruit
SNV Karamoja Limestone, Livestock
VEDCO South Central |Rice, Pineapple, Chillies
‘World Vision  |North Cotton, Rice, Sunflower

Key Findings

Key findings from this study include the following:

e Most farmers still sell purely on the spot market with no prior agreement or contract.
This includes local rural markets and sale to itinerant traders from farm gate.

e Little initial felt need for contracts. The attitude is, “This is the way it has always been
done.”

e Where there is a contract/agreement it is generally initiated by the buyer rather than the
seller. The seller has little or no input in the terms of the agreement.

There are a number of reasons for this situation. Generally, farmers are not organized.
Individual farmers produce very small quantities and sell in bits, as they need cash. Because
of low volumes, farmers are price takers with no market power. Where farmers’
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organizations exist they deal primarily with production issues rather than marketing. The
legacy of the cooperative movement collapse in Uganda has left behind a distinct lack of trust
among farmers, especially when it comes to financial management. Even so, the local
cultures often rely on informal arrangements, especially between family members and people
from the same community. Traditionally asking for a contract is interpreted to mean that you
do not trust the other party. It is an insult.

From the perspective of the traders, markets in Uganda are thin. As a result, prices are often
quite volatile. The future is unknown and thus traders are generally unable/unwilling to
commit to prices and quantities in advance.

Lastly, contracts are seen as complicated and costly. Many farmers and traders do no
understand the language used in contracts or know how to draw one up.

The lack of contracting results in very high aggregation and transaction costs in doing
business in the agriculture sector in Uganda. There are substantial risks for both farmers and
traders. Parties to the transaction have little recourse in the event that unscrupulous trading
partners abscond without meeting their end of the bargain. Without documentation, farmers
can do very little when traders take the product and fail to pay. The case studies were filled
with bad stories of producers who were cheated when buyers disappeared with their hard
earned products. In the few cases where farmers and/or traders do seek recourse in the event
of a dispute, the Local Council (LC) Courts are usually the chosen avenues for resolution of
disputes. Whereas this may be convenient for the farmers and traders, it is unfortunately,
contrary to the law, which permits LCs to handle only cases where the value of the subject
matter does not exceed U Shs. 5,000!

The lack of contracting also results into little or no incentive for suppliers to produce
consistently high quality. The end result is that consumers are faced with high price
variability and uncertain quality.

There are, however, a number of factors that are creating pressure for more formalized sales
agreements. Increasingly farmers are organizing themselves for purposes of achieving greater
marketing power. The existence of such organizations reduces the transaction costs in the
market chain and facilitates more formal long-term relationships between producers and
market intermediaries.

On the other side, export markets demand a consistent supply of produce that meets stringent
quality specifications. Considerable investment in organic certification and other pre-
production expenses are now required to assure premium quality and consistent supply
demanded by the export markets. The result is an increased need for formalized agreements
to ensure that the exporter will be able to recoup his investment from farmers at the time of
harvest.

The fieldwork identified five situations in which formal sales agreements may be required.
These include:

1. Situations where the buyer has to pre-finance inputs, equipment, certification, etc. to
ensure availability of the desired quantity and quality of a given product.
e Contract needed to ensure repayment of such costs by the producer at time of sale.
e Examples: high value vegetables, tobacco, cotton, organic products (simsim), honey
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2. Transactions where transportation arrangements need to be agreed to in advance to
ensure efficient collection and delivery.

e Especially important for perishable and bulky crops produced at some distance from
final market.

e Examples: Pineapple, chillies, simsim, potato

3. Repeated transactions where a buyer requires regular supply of a given quantity and
quality of produce from the same group of farmers over an extended time.

¢ Especially common with fresh fruits and vegetables that can be harvested at staggered
times over the season.

e Examples include chillies, pineapple, passion fruit, honey, and limestone.

4. Any sale where time of delivery differs from time of payment.

¢ Buyer may advance money to seller to create an incentive to comply with specifications
related to timing of harvest, post harvest handling and quality control. Examples
include potatoes, coffee.

e Seller may deliver the product and then give trader time to complete final sale before
making payment. This is one way to try to capture a market when competition is stiff.
Examples include potatoes, limestone, tobacco and livestock.

5. Transactions where the final buyer utilizes local buying agents to undertake
aggregation and preliminary quality control on his/her behalf.

e Use of agents is fairly common. Agents often undertake procurement with capital
provided by the final buyer. Buyer needs to protect the security of his capital as well as
ensure that the agent will actually sell the produce to him rather than use his capital to
procure for some other consumer.

e Examples include rice, cotton, chillies, coffee, livestock, cassava

This report presents the Case Studies as prepared by the various collaborating NGOs. This
information was summarized for the Legal Advisors, and a Contract Template was developed
that tried to address all five of the above situations. The overall rationale for developing such
a contract template was:

To empower farmers & create incentives for increased productivity,

To promote good business practices and better relationships between trading partners,
To strengthen Uganda’s export capacity,

To enhance market efficiency/reduce risk,

Contribute toward poverty reduction and the modernization of agriculture.

The template is intended for use by individual farmers, groups or associations, traders, buying
agents, processors, or anyone who buys and sells in agro business chains. It can be used:

¢ To legally document any sales agreement,

¢ For either single or multiple transactions,

e To specify the mode and timing of transportation and delivery for an agreed quantity
and quality of goods,

e To specifically provide for repayment of production or capital advances from the final
sales proceeds,

¢ To confirm the agreed price and specify the mode and time of payment,

® To specify penalties for non-compliance and mechanisms for dispute resolution.

3



Attached to the template are accompanying guidelines that explain the advantages of entering
into a contract, persons and organisations that are eligible to enter into contracts, the usual
format of a contract, and methods of dispute resolution. It is hoped that these guidelines will
enable farmers and traders to better understand contracts, and hopefully, assist in changing
the prevailing negative attitudes towards contracting.

Recommendations

A final Review Workshop was held for the collaborating partners. The purpose of the
workshop was to discuss the question of dissemination and promotion of the Contract
Template. A number of recommendations came out of the workshop.

First, it was agreed that there should not be any copyright on the contract template since it is
intended for widest possible dissemination. While Fountain Publishers has agreed to publish
the template in booklets with multiple copies, that should not stop any interested party from
photocopying or editing the contract template to suite their particular purposes. This is a
sample that farmers and business people are free to utilize as appropriate. Fountain
publishers will disseminate but should not “own” the document.

The Collaborating NGOs all agreed to participate in Championing distribution of the Contract
Template. They also recommend that the Private Sector Foundation Uganda, the Private
Sector Development Centres, Uganda Farmer’s Federation, Chamber of Commerce, and
District Commercial Officers be involved in the dissemination process in order to achieve
widest possible distribution. The NGOs recommended that BSMD approach either the
Private Sector Development Centres or the Uganda Farmer’s Federation to take on the lead
role as “Champion of Champions”

The collaborating NGOs each expressed interest in disseminating the contract template in
various ways depending on their respective modes of operation. Ideas include:

Disseminating copies to key informants who participated in the case studies.

Training trainers and mobilizers from CBOs, CSOs and farmer groups

Sharing with District NGO Councils and District Production Committees

Sharing with District commercial officers and extension staff

Sharing with beneficiaries like farmers’ groups, input stockists, District marketing

associations, etc.

Conducting radio and publicity campaigns

e Liaising with the Legal Aid Project of the Uganda Law Society. The Legal Aid Project
has branches in all the regions of the country and would readily provide free legal
advice to farmers who may not be able to afford the services of a hired lawyer. The
Legal Aid Project would also assist in the dissemination of the template.

® Monitoring utilization and impact

The issue of translation was seen as critical to achieving long-term impact. The collaborating
NGOs requested BSMD to consider commissioning “official translations” in a number of key
languages as an important immediate requirement. It was felt that this should be done
centrally, rather than by individual NGOs in order to ensure consistency. The translations
should be checked carefully for accuracy and legal interpretation.



Given the legal implications of any changes in the contract template, the NGOs also
recommend that Fountain Publishers seek legal guidance before making any modifications in
the Contract Template in future published editions. They suggest that Legal Aid Project of
the Uganda Law Society be approached about taking on this advisory role.

Some of the collaborating NGOs have been encouraging the farmers they work with to form
groups or associations as means towards increasing their bargaining power in the sector. As a
result of this, some farmers have formed Community Based Organisations (CBOs) and
registered them at their District Offices. Whereas this is definitely a positive step, there is a
need to bear in mind the fact that farmer groups and associations that are not registered either,
as a company limited by shares or a registered cooperative society cannot legally enter into
contracts. Accordingly, the process of dissemination and sensitisation should be accompanied
by a corresponding call to farmers to form legal entities that have the capacity to enter into
contracts.

Finally, it was noted that no single contract format would ever be able to suit every situation
and circumstance. The Contract Template can, however, be adapted and edited as necessary
on mutual agreement of both the buyer and seller. The parties simply need to edit and both
countersign and indicate the date against any alteration.



1 Dried Cassava in Eastern Uganda (Farmer Level)

Dried Cassava in Eastern Uganda (Farmer Level)

Information collected by: AT Uganda Ltd.

| Region: Eastern

Describe the commodity, the form of that commodity and the nature of the transaction in question.

-Cassava sold mainly as dried chips by the producers to rural traders.

Describe the parties to the transaction, the types of entities involved, their size, legal status, and the
implications for their ability to contract.

Supplier:

Buyer:

- Individual producers

- Individual rural traders who buy from producers and
are based in rural trading centres

What dominant languages do the parties to these business transactions use?

Language of Sellers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1. Ateso 2 2 2

2. English 2 2 2

3. Swahili 2 2

Language of Buyers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1. Swahili 4

2. English 4

3. Ateso 4

Nature Of Transaction

What are the average quantities and value of a given transaction? Indicate an approximate range and
frequency.

Traders buy 1000 to 2000kg, - on average 1500kg at approximately 225,000= before they also sell to urban
traders. Producers sell small quantities but can go to 1000kg at once.

Describe the frequency of the transaction. Is this usually a one-time transaction or a regular ongoing
relationship? (If regular is it a periodic or long-term agreement?) How long have the parties been relating to
each other?

Both one time and regular ongoing relationships, periodic. There are seasons when cassava processing is
easy and supply goes up i.e. September to February

Is the relationship formal or informal? Please explain.

- Informal, because no agreements involved except discussion and negotiations at time of sale once both
sides are satisfied the sale is finalized

What are the usual forms of payment for this type of transaction (cash, credit, cheques, chits)?

- Cash on delivery of product

What are the advantages and disadvantages of these type(s) of payment mentioned from the perspective of
each of the parties?

Supplier: Buyer:

No problems resulting from failure to pay No problems resulting from failure to pay

What type of payment would each of the parties prefer? Why?

Supplier: Buyer:

Cash Cash

Credit (helps increase volume of business

Do the parties know about the quality standards existing in the industry? What are the implications of these
quality standards for contracting?

Don’t know national standards

However, specific consumers require specific quality which have to be met hence buyers are aware and
suppliers try to meet them

Contracts should specify quality standards so that suppliers and producers for according to demand.

What particular quality specifications usually apply to this type of transaction?

- Nature of processing fermented. Unfermented

Agreements

Are these specifications usually met? Why?

Yes. Because if not followed affects sales and demand has to be met

Do the parties generally sign agreements in this transaction?

- No




Dried Cassava in Eastern Uganda (Farmer Level)

What are the reasons given for not signing agreements from the perspective of each of the sides to the
transaction? Does one side tend to ascribe reasons to the other that that party does not give for themselves?

Supplier: Buyer:
-Transactions, based on cash and available - Transactions are cash and small quantities involved
quantities with many suppliers

What are the reasons given in FAVOR of signing agreements from the perspective of each of the sides to the
transaction?

Supplier: Buyer:

N/A N/A

Do the parties perceive any advantages of signing agreements for this transaction even if they do not
normally do so? What were the advantages given from the perspective of each party?

Advantages for suppliers: Advantages for Buyers:

Help fix prices especially when supply increases - Can get large qualities if scarce
Easy to sue in case of failure to pay

What responsibilities were the suppliers willing to commit themselves to for this transaction? What
responsibilities did the buyers want to ascribe to the suppliers? How do the two differ?

Suppliers Commit: Suppliers want Buyers to commit:
Quality Quality
Quantity Quantity

What responsibilities were the buyers willing to commit themselves to for this transaction? What
responsibilities did the suppliers want to ascribe to the buyer? How do the two differ?

Buyers Commit: Buyers want suppliers to commit:
Pay in time Timely payments
- Transport Flexibility in pricing in case prices change

What (if any) positive experiences did respondents share with respect to signing agreements for this
transaction? Narrate in the form of a success story.

None.

What (if any) experiences of failed agreements did respondents share? Narrate in the form of a failure story.
Explain the full circumstances. Was it a written or verbal agreement? What was the cause of the failure?
How frequently does this happen?

- A buyer made a verbal agreement to buy from a producer who then prepared his produce and waited for
the buyer who failed to show up. The producer had to look for another buyer after long and sold it at a low
price. This is a common situation during times of high supply causing prices fluctuations, which favour the
buyers, and sometimes the producer fails to sell completely.

Dispute Resolution

What are the major areas of disagreements/dispute from the perspective of each party to this business
transaction?

Supplier Buyer

-Prices Prices
Payment terms
Cheating scales

What are the reasons for the disagreements/disputes for the areas highlighted above? Try to explain the
underlying causes, as you perceive them? Do the respondents from both sides see the causes in the same
way?

- Price fluctuations during times of high supply favour the buyers as they keep lower, so suppliers feel they
are cheated
_ Sometimes price fluctuations are rapid yet information moves slowly to rural areas

What approaches are generally used to resolve these disagreements/disputes? What is the reason for
choosing this approach?

Negotiate- Because no formal procedure. Right from start and usually transactions are between parties that
have been interacting for a while & also few times are one-time transactions especially with new buyers.

What are the specific steps/actions taken in resolving these disagreements/disputes?

Talk to other party.

What was the final outcome?

- Parties agree on terms and transactions are concluded

What did you learn about the possibilities and challenges of contracting for this commodity and transaction
that you did not expect?




Dried Cassava in Eastern Uganda (Farmer Level)

Individual producers have larger quantities that can meet orders required by small traders, however
contracting can be difficult since they are not legally registered

2 Dried Cassava in Eastern Region (Trader level)

Dried Cassava in Eastern Region (Trader level)

Information collected by: AT Uganda Ltd. | Region: Eastern

Describe the commodity, the form of that commodity and the nature of the transaction in question.

- Cassava; Chips which are sun dried are sold to processors who grind it to flour before sale to retailers and
consumers
- Rural traders are the suppliers while processors are the buyers

Describe the parties to the transaction, the types of entities involved, their size, legal status, and the
implications for their ability to contract.

Supplier: Buyer:

Individual rural trader licensed and has premises Urban traders who process the chips to flour

in rural trading centres. Usually licensed and have premises

Buy large quantities of >24 MT/month

Organized in loose informal associations. Can handle
contracts because organized and stationed in known
locations and have premises and are licensed. Require
big volumes which one supplier cannot meet, so can
contract many or a group of suppliers from one

Can handle contracts because organized and
stationed in known locations and have premises
and are licensed

location.
What dominant languages do the parties to these business transactions use?

Language of Sellers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1. Ateso 3 3 3

2. English 3 1 1

3. Swahili 3 1

Language of Buyers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1. Ateso 1 1 1

2. English 1 1 1

3. Swahili 1 1 1

Nature Of Transaction

What are the average quantities and value of a given transaction? Indicate an approximate range and
frequency.

Each supplier sells 2000 to 4000kg/ week to a buyer, worth 400,000= to 800,000=. The processor buys on
average 6000kg / week at about 1800,000=

Describe the frequency of the transaction. Is this usually a one-time transaction or a regular ongoing
relationship? (If regular is it a periodic or long- term agreement?) How long have the parties been relating to
each other?

At least once a week each supplier sells. However, buyers have many suppliers and receive goods up-to 3
times a week (i.e. this depends on location of suppliers). Most transactions have become regular ongoing and
periodic. Most have related for more than 2 seasons. All parties surveyed have been in the business for at
least 5 years.

Is the relationship formal or informal? Please explain.

- Relationships are informal, based on trust developed over time while doing business with the same parties.
No written agreements are made but parties understand one another and agree on issues of prices and
delivery terms.

What are the usual forms of payment for this type of transaction (cash, credit, cheques, chits)?

- Cash
-Chits/Record in buyer and supplier books
-Credit




Dried Cassava in Eastern Region (Trader level)

What are the advantages and disadvantages of these type(s) of payment mentioned from the perspective of

each of the parties?

Supplier:

Buyer:

-Cash can quickly reinvest and buy more for sale.
And no problem of follow up in case of breach of
terms.

Chits are usually linked to delayed payments and
sometimes when paid the payments are in bits so
one cannot effectively utilize it for more business.

Cash good but limited yet many suppliers with big
volumes.

Credit/Chits enable absorption of excess supply for
which cash is not available, yet suppliers not willing
to return their produce.

What type of payment would each of the parties prefer? Why?
Supplier: Buyer:
-Cash. - Cash

-Credit helps move stock in times of high
production instead of tying up capital.

- Credit (helps increase volume of business

Do the parties know about the quality standards existi
quality standards for contracting?

ng in the industry? What are the implications of these

Don’t know national standards.

However, demand for particular products with specific qualities has helped establish generally accepted

standards.

Contracts should specify quality standards so that suppliers and producers comply according to demand.

What particular quality specifications usually apply to this type of transaction?

Nature of processing i.e. fermented and unfermented

Agreements

Are these specifications usually met? Why?

Yes. Because if not followed affects sales and demand has to be met

Do the parties generally sign agreements in this transaction?

- No

What are the reasons given for not signing agreements from the perspective of each of the sides to the
transaction? Does one side tend to ascribe reasons to the other that that party does not give for themselves?

Supplier:

Buyer:

-Most times buyers are many and pay cash, so can
sell to any.

-For regular buyers all is based on trust and they
usually assist suppliers with credit or during times
of high supply to get alternative market so suppliers
have come to trust them.

- Transactions are cash and small quantities involved
with many suppliers so contracts become tedious and
unnecessary.

What is the reason given in FAVOR of signing agreements from the perspective of each of the sides to the

transaction?
Supplier: Buyer:
N/A Can easily follow up debtors.

Do the parties perceive any advantages of signing agreements for this transaction even if they do not
normally do so? What were the advantages given from the perspective of each party?

Advantages for suppliers:

Advantages for Buyers:

Easy to take legal steps in case of failure to pay

Can get large quantities if product is in short supply.
Promotes good business practices and relations.
Easy to settle disputes especially payments.

What responsibilities were the suppliers willing to commit themselves to for this transaction? What
responsibilities did the buyers want to ascribe to the suppliers? How do the two differ?

Suppliers Commit:

Suppliers want Buyers to commit:

Quality
Quantity
Timely supply.

Quality
Quantity

What responsibilities were the buyers willing to commit themselves to for this transaction? What
responsibilities did the suppliers want to ascribe to the buyer? How do the two differ?

Buyers Commit:

Buyers want suppliers to commit:
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Dried Cassava in Eastern Region (Trader level)

Pay in time Timely payments
Transport large quantities Flexibility in pricing in case prices change to benefit
both parties.

What (if any) positive experiences did respondents share with respect to signing agreements for this
transaction? Narrate in the form of a success story.

A processor/ wholesaler who usually advanced His agents who are also rural traders cash to but during
times of low supply learnt to have all his agents sign for cash advanced to them to facilitate buying in large
quantities. This enabled him to enlist legal support to recover his money from one agent who failed to deliver
the required quantities paid for and was successful.

What (if any) experiences of failed agreements did respondents share? Narrate in the form of a failure story.
Explain the full circumstances. Was it a written or verbal agreement? What was the cause of the failure?
How frequently does this happen?

The same buyer above regularly advanced money to his agents based on mutual trust and only noted down
the amount and the expected quantity of produce without the agent signing. Then one agent/rural trader
failed to deliver the produce. Attempts to recover through mutual means failed. The local authorities could
not help because there was not enough evidence to enable them to assist in the case. And he lost the money.
He was more disappointed considering that the agent had been meeting his obligations.

Dispute Resolution

What are the major areas of disagreements/dispute from the perspective of each party to this business
transaction?

Supplier Buyer
-Prices Prices
-Payment terms Quality.

What are the reasons for the disagreements/disputes for the areas highlighted above? Try to explain the
underlying causes, as you perceive them? Do the respondents from both sides see the causes in the same
way?

During times of low supply there are rapid price fluctuations, and any negotiations on price, which are not
followed by immediate delivery to ensure the transaction is completed, are over taken by the change in price.
The price change usually affects the supplier. The situation is made worse by lack of formal sales terms and
also, by many buyers, so that suppliers feel the buyers should adjust according to the change after all many
buyers are available to buy at the new good price. On the other hand the reverse is true for buyers especially
those who advance payments when prices lower they stand to lose but the supplier will want to pay
according to the agreed price.

- There is tendency for those who are per —paid to relax on the quality agreed on maybe due to loose nature
of the relations and lack of strict quality standards from the current buyers.

What approaches are generally used to resolve these disagreements/disputes? What is the reason for
choosing this approach?

_ Negotiate. Usually initial negotiates were based on trust without any formal arrangements. Also suppliers
indicated that they did not want to lose their only regular long time buyers due to just one- time dispute. The
approach is seen to ensure continued relations and less time consuming.

What are the specific steps/actions taken in resolving these disagreements/disputes?

Parties tend to re negotiate and agree immediately.
-However, the one case that was successfully handled, it was forwarded to police and eventually to court
after the LCs failed to solve it.

What was the final outcome?

- With negotiations both parties agreed on re-negotiated terms and transactions were concluded.
-The case that ended in court led to recovery of the money but after 6 months.

- The other failed and the buyer gave up saying it had become time consuming and expensive.

What did you learn about the possibilities and challenges of contracting for this commodity and transaction
that you did not expect?
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Dried Cassava in Eastern Region (Trader level)

If individual suppliers joined hands they can easily enter contractual arrangements and sell easily at good
negotiated terms.

_ Frequent price fluctuations pose a challenge to contracting.

Informal loose associations control prices in urban centres and make contracting with individual buyers
difficult.

-Association also handles disputes between suppliers and buyers especially cases of failure by buyer to pay
for delivered producer and has been successful.

Buyers are willing to offer security for credit purchases and also wiling to guarantee each other in contracts
through their association.

3 Groundnuts in Eastern Uganda (Farmer Level)

Groundnuts in Eastern Uganda (Farmer Level)

Information collected by: AT Uganda Ltd. | Region: Eastern

Describe the commodity, the form of that commodity and the nature of the transaction in question.

Groundnuts: Sold in shell or shelled by producers/farmers to rural traders. Farmers sell it to rural traders
who also sell it already shelled to urban wholesalers and processors. It is processed to flour in urban
centres.

In this transaction producers are the suppliers and the traders are the buyers.

Describe the parties to the transaction, the types of entities involved, their size, legal status, and the
implications for their ability to contract.

Supplier: Buyer:
1. Individual producers, businesses not legally 1. Rural traders based in trading centres who sell to
registered. urban wholesalers & processors. Usually businessmen

with trading licenses and premises
2. Individuals who agreed to sell together as a
group & registered with district authorities Government organizations

What dominant languages do the parties to these business transactions use?

Language of Sellers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1. Ateso/Luganda 12 12 12

2.English 3 3 3

3.Luganda/Ateso 2 1 1

Language of Buyers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1.Swabhili 2 2 2

2.English 2 2 2

3.Luganda/Ateso 1 1/1 1/1

Nature Of Transaction

What are the average quantities and value of a given transaction? Indicate an approximate range and
frequency.

The producers sold as individuals to traders as needs for cash arose. 1-10bags in shell (25 — 250kg shelled)
once in a while, once in a month during period of high supply. One trader buys from many producers, up-to
4000kg/month for 3 month. Another buys 2500kg /season of 3 months.

Describe the frequency of the transaction. Is this usually a one-time transaction or a regular ongoing
relationship? (If regular is it a periodic or long-term agreement?) How long have the parties been relating to
each other?

Sellers tend to sell to specific traders (so most transactions) with whom they have dealt with in the past. As
there are few traders established in the rural trading centres. These relationships have become regular,
ongoing and periodic. Sales done mainly during periods of peak supply i.e. after harvest. August to
December.

Is the relationship formal or informal? Please explain.

Informal and based on past transactions. No negotiations are entered into which involve written
commitments. Negotiations are started and finalized for each transaction immediately. Producers tend to sell
to the same trader each time they sell since sales are in small amounts.

What are the usual forms of payment for this type of transaction (cash, credit, cheques, chits)?

11




Groundnuts in Eastern Uganda (Farmer Level)

Cash. Most farmers sell to meet immediate cash needs and cannot afford to wait other forms of payment
become irrelevant in this situation.

What are the advantages and disadvantages of these type(s) of payment mentioned from the perspective of
each of the parties?

Supplier: Buyer:

- Cash- Creates no future problem to both parties Cash -Limits quantities, which can be bought. So
suppliers (farmers) sometimes take back their produce

- Don’t have bank accounts and no rural banks. (fail to sell)

-Also because sell small quantities, credit becomes | Limits problems of delays, failure to pay and waste of

unnecessary time during recovery.

In times of scarcity agents who are advanced money
to be able to pay cash to suppliers (farmers)
sometimes run away with cash.

What type of payment would each of the parties prefer? Why?

Supplier: Buyer:
- Cash -Cash
- Don’t have bank accounts and no rural banks. Limits problems of delays and failure to pay and

-Also because sell small quantities, credit becomes | waste of time during recovery.
unnecessary

Do the parties know about the quality standards existing in the industry? What are the implications of these
quality standards for contracting?

- No idea of national quality standards. However, the demand side has set standards, which have influenced
and helped set local standards. Such as seed produced should be sorted to one colour, no broken ones or
those without skins

- In contracting these specific standards should be spelt out as parties are aware that quality issues always
arise and are considered

What particular quality specifications usually apply to this type of transaction?

- Seed grain of one colour.
- Cleanliness no broken foreign maters, rotten
- moisture content

Agreements

Are these specifications usually met? Why?

- Yes, because failure to do so means reduction of price in order for buyer to be able to upgrade quality
reduced. E.g. some money is usually deducted for cleaning and sorting or a lower price is offered to cater for
grading

Do the parties generally sign agreements in this transaction?

- No. Only one case of farmers who sold as a group to an organization whose procurement procedures
demanded for signing of a agreement.

What are the reasons given for not signing agreements from the perspective of each of the sides to the
transaction? Does one side tend to ascribe reasons to the other that that party does not give for themselves?

Supplier: Buyer:

Most transactions are one time or if regular and Buy from many suppliers and usually pay cash so no
period and involve small quantities need

Also over time increased interactions end up with Prices fluctuate frequently sometimes daily, which
building of trust, and usually transaction is started | jeopardizes contracting, especially if the contracts
and concluded immediately require immediate delivery.

Many buyers with cash Usually quantities are small

What are the reasons given in FAVOR of signing agreements from the perspective of each of the sides to the
transaction?

Supplier: Buyer:

Assured of price and payment terms -Assured of quality
Reduces cheating

Do the parties perceive any advantages of signing agreements for this transaction even if they do not
normally do so? What were the advantages given from the perspective of each party?

Advantages for suppliers: | Advantages for Buyers:
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Security of price if supply is high Get right quality and timely delivery and quantity
Payment terms spelt out especially during scarcity
Reduces cheating, as it helps deal with breaches.

What responsibilities were the suppliers willing to commit themselves to for this transaction? What
responsibilities did the buyers want to ascribe to the suppliers? How do the two differ?

Suppliers Commit: Suppliers want Buyers to commit:
Meet quality Quality
Meet quantity Quantity

Timely supply

What responsibilities were the buyers willing to commit themselves to for this transaction? What
responsibilities did the suppliers want to ascribe to the buyer? How do the two differ?

Buyers Commit: Buyers want suppliers to commit:
Pay in time Given ample time for transaction not very short un
Transport for large quintiles practical period
Transport product
Take all amounts agreed on
Differ Pay in time
- timing of transactions and honour terms of Honour prices

quantity and price

What (if any) positive experiences did respondents share with respect to signing agreements for this
transaction? Narrate in the form of a success story.

None from respondents

What (if any) experiences of failed agreements did respondents share? Narrate in the form of a failure story.
Explain the full circumstances. Was it a written or verbal agreement? What was the cause of the failure?
How frequently does this happen?

None from respondents

Dispute Resolution

What are the major areas of disagreements/dispute from the perspective of each party to this business
transaction?

Supplier Buyer
Differing scales (traders use cheating scales) Quality — sometimes not met especially grading and
Prices — traders manipulate and lower price s cleaning
Prices producers want unrealistic prices i.e. urban
retail prices

What are the reasons for the disagreements/disputes for the areas highlighted above? Try to explain the
underlying causes, as you perceive them? Do the respondents from both sides see the causes in the same
way?

Supplier Buyer
Traders tend to use differed scales when buying to Quality — some suppliers don’t grade and clean well
increase on their profits so buyers meets extra costs so to upgrade quality, they

Cause may be the weak regulations of weights and | pay less

measures department, and poor business practices Some may not be aware of quality standards on
Prices manipulated to increase margins of trader, market

due to lack of market information. Sometimes increased demand and low supply buy
anything and re-grade later

Prices fluctuate rapidly while market information
spreads slowly to producers.

What approaches are generally used to resolve these disagreements/disputes? What is the reason for
choosing this approach?

- Usually re-negotiate because most transactions are informal and are concluded immediately

What are the specific steps/actions taken in resolving these disagreements/disputes?

- Usually re-negotiate because most transactions are informal and are concluded immediately. Price — sell at
relying price

- Quality — price adjusted to enable upgrade quality

- Scales — nothing done.

What was the final outcome?

- Usually for price — sold at ruling price and quality issue the cost of grading deducted.
- Farmers are paid cash for their crop and traders have the cash to pay.
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What did you learn about the possibilities and challenges of contracting for this commodity and transaction
that you did not expect?

Farmers are not yet organized in large market groups to require contractual sales agreements

_ Sales volumes for individuals are low don’t warrant contracts

_ Farmers are paid cash for their crop and traders have the cash to pay.

Traders have agents (who most times fail to deliver) who can be replaced by organized groups of producers
who can then be contracted to supply.

4 Groundnuts in Eastern Uganda (Trader Level)

Groundnuts in Eastern Uganda (Trader Level)

Information collected by: AT Uganda Ltd. | Region: Eastern

Describe the commodity, the form of that commodity and the nature of the transaction in question.

Groundnuts: Sold by rural traders to urban wholesalers and processors
In this transaction rural traders are the suppliers and urban traders/ processors are the buyers.

Describe the parties to the transaction, the types of entities involved, their size, legal status, and the
implications for their ability to contract.

Supplier: Buyer:

Individual rural traders licensed to deal in produce | Individual urban wholesalers based in large tows and
have large stores. And operating licenses.
Urban based processors

What dominant languages do the parties to these business transactions use?

Language of Sellers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1.Ateso and Luganda 2 2 1/1

2.English 2 2 2

3.Swabhili 2 1 1

Language of Buyers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1.Swahili 2 2 1

2.English 2 2 1

3.Luganda/Ateso 1 1/1 1/1

Nature Of Transaction

What are the average quantities and value of a given transaction? Indicate an approximate range and
frequency.

Suppliers 1000 to 1200kg/ season of 3 months at 950=/kg, and buyers 10,000kg per month for whole year
and sell at 1000=/kg. Suppliers sell weekly to buyers, and usually many suppliers sell to on e buyer.

Describe the frequency of the transaction. Is this usually a one-time transaction or a regular ongoing
relationship? (If regular is it a periodic or long-term agreement?) How long have the parties been relating to
each other?

Usually regular and on going relationships. Also many one-time type of transactions. Buyers have been in
business for 5 years.

Is the relationship formal or informal? Please explain.

Informal. No written commitments relations have grown over time and parties have become regular business
partners.

What are the usual forms of payment for this type of transaction (cash, credit, cheques, chits)?

Cash and credit

What are the advantages and disadvantages of these type(s) of payment mentioned from the perspective of
each of the parties?

Supplier: | Buyer:
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-Cash okay because can quickly reinvest in - Cash eliminates problems of delays.
business. -Credit can increase turn over because can get big
-Credit sales good in times of high supply because volumes.

can be sure of selling.

- Credit payments usually take long to be cleared - Credit, suppliers become impatient and settling
and sometimes paid in bits, which is not good for issues may waste a lot of time.
business. It also reduces available capital

What type of payment would each of the parties prefer? Why?

Supplier: Buyer:

Cash no problems of failure to pay Cash, no problems.
Can reinvest quickly

Do the parties know about the quality standards existing in the industry? What are the implications of these
quality standards for contracting?

No idea of national quality standards. Usually depend on those demanded by buyers and consumers. In
contracting these specific standards should be spelt out, as parties are aware that quality issues always arose
and are considered. And room to accommodate more based on Known national standards

What particular quality specifications usually apply to this type of transaction?

Grain colour — uniform or one colour
- cleanliness — no broken or foreign matter, rotten
__ moisture content

Agreements

Are these specifications usually met? Why?

Yes, because failure to do so means reduction of price in order for buyer to be able to upgrade quality
reduced. Some money is usually deducted for cleaning and sorting or a lower price is offered to cater for
grading

Do the parties generally sign agreements in this transaction?

No.

What are the reasons given for not signing agreements from the perspective of each of the sides to the
transaction? Does one side tend to ascribe reasons to the other that that party does not give for themselves?

Supplier: Buyer:
Usually pay cash. Usually pay cash.
-Have come to trust buyer and sell to same person Many other suppliers and each group have specific

In times of high supply sell on credit and paid later | seasons to supply.
and only regular buyer is trusted to do that

What are the reasons given in FAVOR of signing agreements from the perspective of each of the sides to the
transaction?

Supplier: Buyer:

Do the parties perceive any advantages of signing agreements for this transaction even if they do not
normally do so? What were the advantages given from the perspective of each party?

Advantages for suppliers: Advantages for Buyers:
Reduces cheating, helps deal with breaches. Get right quality and timely delivery and quantities
Sure of buyer / market. especially during scarcity

Can easily follow up in case of failure to pay.
Can be sure of price and payment terms

What responsibilities were the suppliers willing to commit themselves to for this transaction? What
responsibilities did the buyers want to ascribe to the suppliers? How do the two differ?

Suppliers Commit: Suppliers want Buyers to commit:
Meet quality Quality

Meet quantity Quantity

Supply in time Timely supply

Diff

Same

What responsibilities were the buyers willing to commit themselves to for this transaction? What
responsibilities did the suppliers want to ascribe to the buyer? How do the two differ?

Buyers Commit: | Buyers want suppliers to commit:
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Pay in time Transport produce
Transport for large quantities Take all amounts agreed on
Pay in time
Honour price

What (if any) positive experiences did respondents share with respect to signing agreements for this
transaction? Narrate in the form of a success story.

N/A

What (if any) experiences of failed agreements did respondents share? Narrate in the form of a failure story.
Explain the full circumstances. Was it a written or verbal agreement? What was the cause of the failure?
How frequently does this happen?

Dispute Resolution

What are the major areas of disagreements/dispute from the perspective of each party to this business
transaction?

Supplier Buyer
Prices. Quality — sometimes not met — especially grading and
Payment terms. cleaning

Time of delivery

What are the reasons for the disagreements/disputes for the areas highlighted above? Try to explain the
underlying causes, as you perceive them? Do the respondents from both sides see the causes in the same
way?

-Because some sales are on credit and buyers are | Buyers want quick deliveries as prices change rapidly
few and try to help many suppliers so forced to which suppliers may not be able to cope with, calling
retain produce. They also sell on credit and for changes in terms especially prices.

payments get delayed further. -In times of high demand quality is not taken seriously
-Sometimes prices fluctuate rapidly and rural by suppliers because many un selective buyers.
traders don’t know and take long to deliver

What approaches are generally used to resolve these disagreements/disputes? What is the reason for
choosing this approach?

Discussion. Suppliers don’t want to lose their market outlets or partners especially in a situation where they
control prices and are also few, and also because relations have been based on trust

What are the specific steps/actions taken in resolving these disagreements/disputes?

Re-negotiate and sell at the ruling price.

What was the final outcome?

Agree and business continues.

What did you learn about the possibilities and challenges of contracting for this commodity and transaction
that you did not expect?

Informal association of buyers control prices both buying and selling price.

-And also settles disputes between suppliers and buyers.

-Organised producers can also sell to the Association if negotiations are done early.
Contracts can be witnessed by leadership of this association

S Irish Potatoes in Eastern Uganda (Farmer Level)

Irish Potatoes in Eastern Uganda (Farmer Level)

Information collected by: AT Uganda Ltd. | Region: Eastern

Describe the commodity, the form of that commodity and the nature of the transaction in question.

This summary covers the sale of Irish potatoes in Kapchorwa by farmers who are selling to local traders or
middlemen.

Describe the parties to the transaction, the types of entities involved, their size, legal status, and the
implications for their ability to contract.

Supplier: Farmers acting individually — no legal Buyer: local traders and middlemen usually operating
status other than as individuals individually without any formal business status
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What dominant languages do the parties to these business transactions use?

Language of Sellers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1. Kupsabiny All Maybe 60% Maybe 60%

2. English Few Few Few
(Interviewed in a large meeting so not possible to ask.)

Language of Buyers Speak (number of Read (number of Write (number of
respondents) respondents) respondents)

1.Kupsabiny All All All

2.English All who were All who were All who were
interviewed, but interviewed, but probably | interviewed, but probably
probably not all not all involved in the not all involved in the
involved in the trade trade
trade

3.

Nature Of Transaction

What are the average quantities and value of a given transaction? Indicate an approximate range and
frequency.

The average transaction is one garden of potatoes. Yield is about 40 to 100 bags of potatoes at a price of
about 10,000/= per bag at harvest. So this implies a pre-payment in the range of 400,000/= to 1,000,000/=
shillings

Describe the frequency of the transaction. Is this usually a one-time transaction or a regular ongoing
relationship? (If regular is it a periodic or long-term agreement?) How long have the parties been relating to
each other?

The relationship is often ongoing because the traders are local people (often neighbours, or relatives) but

neither regular nor contractual. Whether there will be a repeat sale depends on how the farmer is treated
and how serious the trader is about the business. Many get into the business for just one season then move
on to something else, while others are better established.

Is the relationship formal or informal? Please explain.

In most cases the relationship is purely informal, although one large trader admitted to using written
contracts that are signed in front of the LC when he is dealing with an unknown farmers and buying the crop
still in the field. The reason is that this involves a fairly large deposit on a product that is still left in the
Jarmer’s field for “storage” until ready and the market improves.

What are the usual forms of payment for this type of transaction (cash, credit, cheques, chits)?

We were told that nearly 70% of the crop is actually sold on credit. The better established traders, however,
will pay cash with maybe 20 paying a partial advance and only 10% paying in full up front.

Smaller farmers who don’t have enough to attract a trader have to carry their own potatoes to the market
and either sell direct to local consumers or to retail shop owners who sell to consumers. In that case they get
cash immediately but can’t sell many bags at a time.

What are the advantages and disadvantages of these type(s) of payment mentioned from the perspective of
each of the parties?

Supplier: Credit sales are a big problem. The Buyer: Credit is a big advantage. Does not need so
farmer is at a real disadvantage because is much capital and can consolidate enough for a lorry
dependent on the trustworthiness of the trader. All | load to take out of the district, even though he only
too often the trader comes back with a story about has enough cash to pay for the transport.

the potatoes being of poor quality with a lot of Cash is more difficult and used for small purchases.
rotting and reneges on the price originally
promised. In such cases the farmer has little
recourse. Cash is better for the farmer.

What type of payment would each of the parties prefer? Why?

Supplier: Cash- sells to meet immediate cash needs, | Buyer: Credit — less need for working capital, also
also less risk of cheating by the trader less risk of bad quality produce not being saleable.

Do the parties know about the quality standards existing in the industry? What are the implications of these
quality standards for contracting?
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No. There are no industry quality standards according to UNBS. The parties are generally only aware of
the general variety differences. The Victoria and Wanale variety preferred for chips. The local white variety
best for boiling and mostly sold in the local market and in Mbale only during times of shortage. (Buyers also
check the bags to make sure there is no sign of rotting and many of them insist on having their own people do
the bagging so they can reject the rotten and undersized potatoes.)

What particular quality specifications usually apply to this type of transaction?

One variety per bag. Size at least two inches diameter. Packed in 100 kg bags. In Kapchorwa they are
bought by the kg (in Kabale they are bought by the bag and most bags are expanded to be oversized to hold
about 120 kg) In some cases if potatoes very muddy the farmer has to add two kg/bag to compensate for the
dirt.

Agreements

Are these specifications usually met? Why?

Yes, because it is a spot market and buyers check as the bags are being packed. (Consumers not generally
very particular, so no effort to sort by size. Sellers hide smallest ones in the bottom of the debe.)

Do the parties generally sign agreements in this transaction?

No, except in the one case of the largest buyer cited above.

What are the reasons given for not signing agreements from the perspective of each of the sides to the
transaction? Does one side tend to ascribe reasons to the other that that party does not give for themselves?

Supplier: Farmers say if you ask for a written Buyer: Benefits from the culture of no signed
agreement the buyer will say you want to accuse agreements. Except in the case of the big buyer who
him. Especially difficult to appear suspicious when | buys the whole field still in the ground and he does
the buyer is a neighbour or relative. This is made ask for a written agreement from farmers whom he

more difficult because the culture in Kapchorwa is | does not know.
very closed and people fear retribution for “causing
trouble”.

What are the reasons given in FAVOR of signing agreements from the perspective of each of the sides to the
transaction?

Supplier: Did not interview any farmer who had Buyer: The large buyers say the written agreement
actually signed a sales agreement. keeps farmers from side selling or double selling the
field. Protects his deposit. But once he has a
successful sale, the next time he doesn’t bother with a
written agreement because you have to pay the LCs.

Do the parties perceive any advantages of signing agreements for this transaction even if they do not
normally do so? What were the advantages given from the perspective of each party?

Advantages for suppliers: Would be less risky, more | Advantages for Buyers: Would create trust and enable
likely to get paid if there is an agreement. them to get more product from farmers on credit

What responsibilities were the suppliers willing to commit themselves to for this transaction? What
responsibilities did the buyers want to ascribe to the suppliers? How do the two differ?

Suppliers Commit: To provide the bags and labour | Suppliers want Buyers to commit: To pay cash in
for packing, and the transport advance

What responsibilities were the buyers willing to commit themselves to for this transaction? What
responsibilities did the suppliers want to ascribe to the buyer? How do the two differ?

Buyers Commit: To pay after sale. Some agree to Buyers want suppliers to commit: To safely storing
pay in advance. Supply bags and supervise the crop in the ground until best time for harvest. Not
packing. to sell off part of the crop that has already been sold,

and to provide the labour to harvest carefully when
the time comes.

What (if any) positive experiences did respondents share with respect to signing agreements for this
transaction? Narrate in the form of a success story.

The largest buyer is very happy with his experience in signing agreements with farmers for sale of the entire
crop in the ground. He says he has never had a single problem of farmers trying to cheat him by claiming a
less than expected harvest, or substituting poor quality produce.

What (if any) experiences of failed agreements did respondents share? Narrate in the form of a failure story.
Explain the full circumstances. Was it a written or verbal agreement? What was the cause of the failure?
How frequently does this happen?

None encountered with signed agreements, because practice of signed agreements in relatively rare. Many
farmers complain about traders who take goods on credit and then delay or fail to pay.

Dispute Resolution
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What are the major areas of disagreements/dispute from the perspective of each party to this business
transaction?

Suppliers complain that goods taken on credit often | Buyers claim that they get produce that gets rotten
paid late, or less than originally agreed. before it can be sold in the market But other traders
admit that this is usually just a bargaining tactic used
to pay farmers less than originally agreed.

What are the reasons for the disagreements/disputes for the areas highlighted above? Try to explain the
underlying causes, as you perceive them? Do the respondents from both sides see the causes in the same
way?

One reason is the fact that the market is far and transport expensive. Producers with large quantities are
constrained from taking their own produce to market because they fear that the transporters and brokers will
cheat them. Lack of market information and transparent wholesaling function makes the role of the
travelling trader and the broker very important.

What approaches are generally used to resolve these disagreements/disputes? What is the reason for
choosing this approach?

There is very little that the farmer can do. They say if they try to take to LCs it is just their word against the
other, and nothing will be done. If they go to court they will be asked for