








resources, medical, and financial data from one very large commercial agriculture firm in the Kericho
District of Kenya’s Rift Valley Province (Rosen et al. 2005), and surveyed a sample of small and
medium-sized agricultural companies in the same district. The large company and almost all of the small
companies in the study were primarily producers and processors of tea, which is Kenya’s most important
export crop. For the large company, which has 12,000 permanent employees and nearly 10,000 casual
workers, available data were used to estimate the costs incurred each time an employee died in service or
was given medical retirement due to HIV or AIDS. This estimated cost-per-death or -retirement was
multiplied by the number of AIDS-related deaths and medical retirements the company was estimated to
have suffered in 2004.

Figure 1. Progression of cases and costs due to HIV and AIDS among the workforce

Source: Rosen et al. (2005).

The cost to the large company per employee lost to AIDS was estimated for skilled workers as
approximately US$3,200, which was roughly three times the annual salary of a skilled worker. Estimating
that the aggregate HIV prevalence in the workforce was about 10 percent, and that 10 percent of HIV-
positive people would die of AIDS in any given year, the total cost of those deaths as a proportion of the
company’s base labor costs worked out to be roughly 1.4 percent of the company’s salary and wage bill
that year. For large companies, the average cost-per-employee lost to AIDS was between one and three
times the average employee’s annual salary. These results are consistent with findings from large
companies in other sectors and in other countries of Sub-Saharan Africa (Rosen et al. 2005). In small
companies, employee losses due to morbidity and mortality—most of it presumably AIDS-related—were
relatively high, but the impact of HIV and AIDS on the companies was modest. These companies spent
little or nothing on employee benefits and training, and therefore had very low costs associated with HIV
and AIDS. There was little concern among small company managers about the impact of HIV and AIDS
on their businesses, although they expressed a high level of general concern about the epidemic for the
future.

In a related study of six large South African firms, Rosen et al. (2004) found that the cost of
AIDS was 0.4 to 5.9 percent of the total wage and salary bill, which meant that each infected employee
cost the company an average of 0.5 to 3.6 times his or her annual salary.
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Simon et al. (2000) classified the economic impact of HIV and AIDS into various cost-clusters,
including internal direct costs (benefits packages, training, recruitment, and HIV and AIDS programs),
internal indirect costs (absenteeism; morbidity on the job, and increased use of management resources);
and internal systemic costs (loss of workplace cohesion, workforce performance and experience). These
are laid out in Figure 2. The direct costs for a company are relatively easy to calculate. In contrast, it may
be difficult to attribute a monetary value to the indirect and systematic costs; hence, these are usually not
included in cost-benefit analyses of HIV and AIDS interventions in the workplace.

Figure 2. Internal economic impact of HIV and AIDS on the workforce
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In terms of specific studies focused on the impact of HIV on agriculture in East Africa, there are
only a limited number of publications to draw upon. The most widely cited (albeit somewhat dated) study
is that of Rugalema, Weigang, and Mbwika (1999) on the impact of HIV and AIDS in commercial agri-
estates of Nyanza Province, Kenya. The authors found that the cumulative cases of AIDS accounted for as
high as 30 percent of the workforce in Nyanza Province, and HIV and AIDS were found to directly have
an impact on human resources and indirectly have an impact on the operations of commercial agriculture.
More specifically, Rugalema, Weigang, and Mbwika found that HIV/AIDS had several key impacts on
agricultural plantations. First, there were significant increases in the medical and funeral expenses
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incurred by the agri-estates. Although medical and funeral expenses varied significantly across the
surveyed estates, the difference between those expenses for HIV-positive and HIV-negative patients was
substantial for all estates. Companies spent significantly more money on medical care and funerals than
they had previously budgeted for, increasing their direct operational costs. External medical costs (that is,
those incurred by the employer) in the surveyed agri-estates rose from a modest KSh300,000 in the 1980s
to KSh8.1 million in 1997® (Rugalema and Weigang 1998). Rugalema and Weigang further found that in
Kenya, the medical expenditures incurred by agricultural industries due to HIV and AIDS increased by
USS$1.15 million between 1989 and 1995 (1998). Although dated, these statistics are important in
highlighting the general vulnerability of agricultural workers.

In a study conducted by Bollinger, Stover, and Nalo (1999), records of labor time lost due to
morbidity kept by one company in Kenya showed that between 1995 and 1997, the company lost a total
of 8,007 labor days due to illnesses among its employees, of which a significant portion was attributed to
AIDS. Another company reported having lost a total of 660 labor days between 1995 and 1997 due to
sick leave among employees affected by HIV and AIDS. In a similar period, Rugelema, Weigang, and
Mbwika (1999) found that agricultural companies that relied on hired labor were suffering from rising
costs and falling profits due to the disease. Another study by the Boston University team among
agricultural workers in Kenya (Fox et al. 2004) compared the labor productivity of healthy workers with
that of workers who later left the company due to HIV. The results revealed that workers who had left
their jobs due to AIDS-related causes had earned 16-18 percent less than comparable healthy workers in
the last two years prior to employment termination. They also chose less strenuous tasks and used more
sick leave days. These findings were supported (with slightly higher percentages) by a later study
conducted by the same team at two commercial tea-growing and -processing companies in Kenya,
involving more than 20,000 tea pluckers over a multi-year period (Rosen et al. 2007). These results are
shown in Table 8 and Table 9.

It is clear from all these studies that the accumulated impacts of HIV and AIDS on agricultural
workers (including temporary or informal mobile workers) is substantial, and a concerted response to the
epidemic will be required to mitigate its impacts. The following section provides a review of some
proposed mitigation.

Table 8. Indirect costs of AIDS at two commercial tea-growing and —processing companies, Kenya

Company 1 Company 2
Second-to- Second-to-
Parameter Last year last year Last year last year
anlmshed productivity when at work (percent decrease in 22.6% 17.5% 17.4% 8.0%
individual output)
Absenteeism (additional days absent or on leave) 17.0 4.7 31.0 355
Triqsfer to 1e”ss strenuous duties (additional days assigned to na. na. 218 191
light duty”)
Opverall reduction in quantity of tea plucked per year 27.2% 18.9% 35.5% 28.6%

Source: Rosen et al. (2007).

¥ Equivalent to approximately US$1,160,050 in February 1997.
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Table 9. Estimated cost of HIV and AIDS to large commercial agricultural companies in the base
year, in the absence of effective treatment

Estimated Average cost per AIDS- “AIDS tax”: aggregate
Approximate workforce HIV related worker termination costs in base year (%
Country (year of workforce prevalence in year  (multiple of average annual of total annual
study in brackets) size of study® compensation)” compensation)
Uganda (2003) 500 5.6% 1.9 1.2%
Kenya (2004) 22,000 10.0% 1.1 1.0%°

Source: Rosen et al. (2007).

* The prevalence estimates were based on anonymous workplace HIV sero-prevalence surveys, modeling from population data,
modeling from observed mortality, or a combination of these methods, depending on the available data.

® Compensation includes base salary or wages plus benefits.

¢ Includes nonpermanent workers, such as casual and seasonal workers.
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8. PROGRAMMATIC RESPONSES TO HIV AMONG MOBILE

AGRICULTURAL WORKERS

As emphasized throughout this paper in drawing attention to the two-way connections between
HIV/AIDS and human mobility, it is essential not to “stigmatize” migrants as bearers of disease, or to
imply that these people should be “kept out” by implementing stricter migration controls. This kind of
approach can easily translate into a form of xenophobia that further marginalizes already-vulnerable
migrant communities and exacerbates the socioeconomic conditions that contribute to the spread of HIV.
Likewise, legal restrictions that attempt to prevent migration create clandestine flows of people, excluding
them from access to social and medical services (Crush, Frayne, and Grant 2006). Instead of futile
attempts to prevent people from moving, efforts should be made to operationalize numerous HIV
interventions, including education and prevention through testing and counseling, as well as treatment and
care strategies designed for and targeted toward particular migrant populations. Infusing migrant
communities with education, prevention, testing, treatment, and care is the only realistic means of dealing
with the current AIDS epidemic and containing its further spread.
In terms of the plantation system around Lake Victoria in the context of HIV and AIDS, as well
as other services, analyses and services should be aimed at the following groups:

® migrant or immigrant communities that will require focused interventions in their new
location until such time as they become fully integrated into their new societies;

® trans-migrants, who will require interventions at both of their “homes” as well as in-transit;

and

® itinerant or mobile populations who may be the most difficult to reach (as they do not
constitute a spatially fixed community) and will require interventions that mirror their
movements (examples of useful interventions here could be making condoms available at
truck stops, putting educational material on buses, offering mobile clinics, and so on).

Based on specific analyses of these groups, different programs can be designed to address the
varying aspects and impacts of the HIV time line, as detailed in Figure 3. The provision of a
comprehensive HIV response will entail engaging with each segment of the HIV time line, from
prevention of infection, to attempts to mitigate the impact of the disease on both agricultural workers and
their employers. To date, however, agribusinesses tend not to engage with this full spectrum, instead
limiting their programmatic responses to prevention and possibly treatment.

Figure 3. Examples of programs aimed at the various stages of the HIV timeline

Objective Prevent new

infections
Targeting Children at risk
Interventions  Safe livelihood

apprenticeships
Methodology  Orphan care and

youth groups
Potential Artisan clinics
partners

Source: Drimie and Mullins (2006).
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HIV Responses: Lessons Learned

In a study carried out by Price Waterhouse Coopers in 2003, on the impact of HIV and AIDS among 216
businesses in Kenya, Uganda, Tanzania, and Zambia, 94 percent of the surveyed businesses recognized
that HIV and AIDS were making an impact on their workplaces (BUDS-HIV/AIDS 2004). However, the
study showed that there was “widespread ignorance and a lack of action in fighting the epidemic.”
Although many businesses had not yet calculated the costs of HIV and AIDS, the study reported that there
was general awareness of increasing costs, and businesses understood that they needed help dealing with
the disease impacts.

Most workplace responses to HIV focus on prevention activities.” Some also offer treatment
and/or have a funeral fund, but very few have interventions focusing on the survivors (for example, the
children or spouse of the deceased employee) (see Table 10). It is also evident that most workplace
responses focus on the medical aspects of HIV, with very few taking the socioeconomic dimensions into
account. Even though Corporate Social Responsibility is a growing concern for many (especially
multinational) enterprises, and many are indeed supporting income-, school-, water system- and sanitation
infrastructure-building projects in poor communities, this is often done in a relatively nonprogrammatic
way (The Economist 2008) and these efforts are not linked to the HIV and AIDS programs or integrated
into the companies’ AIDS (health)-related interventions.

Table 10. Percentage of firms engaging in HIV prevention in 2006 (weighted)

Posters and

Country/prevalence No prevention condoms VCT Both types
Uganda 70.7 14.3 3.0 12.0
Tanzania 71.0 123 1.0 15.6
Kenya 62.0 10.9 32 239
Low prevalence (< 5% of population infected) 80.0 6.7 2.2 1.1
Medium prevalence (5-10% of population infected) 68.1 11.9 1.6 18.4
High prevalence (> 10% of population infected) 63.3 12.3 2.7 21.7

Source: Ramachandran, Shah, and Turner (2007).

A study by Ramachandran, Shah, and Turner (2007) on private-sector responses to HIV in East
Africa revealed that approximately 35 percent of firms reported engaging in prevention activities, but less
than 50 percent of the large firms offered Voluntary Counseling and Testing (VCT). Out of the 860 firms
(4,955 workers) included in the study, many conducted preemployment health checks (20 percent in
Uganda and 50 percent in Tanzania).'® Companies in the agri-processing and food sectors had the highest
shares of prevention activities compared to the other examined sectors.'' The study revealed the following
correlations:

? Prevention activities typically include prevention messages, distribution of condoms on the premises, provision of
HIV/AIDS counseling, and offering of voluntary counseling and testing.

!0 These data came from the World Bank’s Enterprise Survey of 2002-2003 and are available at www.enterprisesurvey.org.
(Ramachandran, Shah, and Turner 2007).

" The study was not limited to commercial agriculture, although a large sample was drawn from the sector. In the Kenyan
subsample, 24.4 percent of the firms were from the agro-industrial sector (the largest sample), 31.1 percent of the companies
were considered large (100499 employees), and 13.3 percent were considered very large (500+ employees). Most of the firms
were located around Nairobi (62.8 percent) and 4.3 percent were from Kisumu. In the Ugandan subsample, 40.7 percent of the
firms were from the agro-industrial sector; 88 percent had more than 100 employees, and 68 percent were located in the Central
region. In the Tanzanian subsample, 29.4 percent of the firms were from the agro-industrial sector (largest sample), 25.7 percent
had more than 100 employees, 40.6 percent were located around Dar es Salaam, and 5.4 percent were from the Kagera region.
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® The larger the company, the more likely it was to offer prevention activities and VCT
services. This is probably because such companies had better-quality managers, greater
resources, preestablished facilities that could be adapted to the tasks, and the financial basis
to offer these interventions.

® The larger the company, the more likely it was to conduct preemployment health checks.

® The more skilled and trained the laborers, the more the company tend to do with regard to
HIV prevention and services.

® The more skilled and trained the laborers, the more likely the company was to conduct
preemployment health checks.

® Firms that provide training to their workers are more likely to engage in HIV-prevention
activities.

® Firms in which a majority of staff members are unionized are more likely to carry out HIV-
prevention activities.

® Firms in which a majority of staff members are unionized are more likely to conduct
preemployment health checks.

® The more managers are concerned about absenteeism, the more likely the company is to carry
out HIV-prevention activities (43 percent of firms that reported absenteeism as a problem
engaged in HIV-prevention activities, while only 29 percent of firms that did not report
absenteeism as a problem engaged in prevention activities).

® Firms will invest more in HIV prevention for sectors in which workers are less mobile.

® Sectors in which employees are not easily replaceable will be characterized by more HIV
prevention, due to difficulties in hiring new workers and losing workers during peak seasons.

Ramachandran, Shah, and Turner (2007) offered a number of explanations for why firms may
invest in HIV-prevention activities. A central argument is that a company may wish to retain at least some
groups of workers, particularly the more skilled and trained laborers. Since these workers are difficult to
target, the company invests in prevention campaigns for the entire workforce. In addition, prevention
activities may be considered as extra benefit to workers, and thus may help the company attract and retain
better and more skilled workers. As such, an HIV response may become part of a company’s human
resources recruitment and retention strategy. There are also reasonable expectations associated with
higher productivity as a result of prevention campaigns. Furthermore, prevention campaigns are not very
costly to implement, and managers might expect relatively high returns from the rather small investment.

The common argument against companies investing in prevention cites issues of high staff
turnover rates and short tenures relative to the long progression to AIDS. However, this becomes invalid
when one considers that the average length of employment of a full-time employee are nine, seven, and
five years in Kenya, Tanzania, and Uganda, respectively, while the progression from HIV infection to
full-blown AIDS can occur over eight to nine years (Rosen et al. 2007), or even as short a period as two
to three years (Ramachandran, Shah, and Turner 2007).

Aside from moral and ethical considerations, the main reason for an employer to invest in the
prevention of HIV infection is the issue of cost, that is, the infection cost that is avoided minus the cost of
the prevention program (Rosen et al. 2007). Figure 4 shows the cost per AIDS-related work termination
calculated for a large agricultural enterprise in Kenya across four categories of staff members (unskilled,
skilled, seasonal, and managers). Although the calculation excludes the cost of prevention activities, as
well as most of what Simon et al. (2000) called indirect and systemic costs, it shows quite clearly that the
costs incurred due to the AIDS-related loss of unskilled and seasonal workers is relatively low, although
the cost for the loss of unskilled (permanent) workers is more than double that for the loss of unskilled
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seasonal workers. This might influence the company’s decision with regards to their involvement in an
HIV/AIDS response, as well as the decision to further shift from unskilled permanent workers to
unskilled casual/seasonal workers.

Figure 4. Cost per AIDS-related employment termination
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Source: Rosen et al. (2005).

Prevention programs are usually quite inexpensive. However, the avoided costs will only come
into play some years after infection (when the employee develops AIDS and then leaves the company due
to AIDS), and at that, only if the employee has remained with the company. This time gap between
investment and avoided costs makes it difficult for employers to capture the financial benefits of their
investment in prevention (Rosen et al. 2007).

The benefits of treatment provision are easier to calculate. Rosen et al. (2007) calculated the
“returns to investment” in AIDS treatment for three different groups of employees in the agricultural
sector of Kenya. They found that the specific scenario of treating skilled and unskilled workers did not
result in immediate financial gain. However, this calculation considered only direct (“hard”) costs, such
as the cost of treatment, funeral costs, and the costs of recruiting and training a new employee. The
authors did not include indirect and systemic costs, such as reductions in productivity, morale, and
workplace cohesion, which are more difficult to express in monetary terms. Many labor-intensive, low-
technology industries will come to a similar result in their cost calculations, and will therefore refrain
from investing in anti-retroviral therapy (ART). This is likely to be especially true for companies that are
locally owned, lack resources, and do not experience pressure from international head offices. The
employees of these companies will most likely rely on the public or nongovernmental sector for the
provision of treatment (Rosen et al. 2007).

As shown in Table 11, at the time the studies were conducted, none of the agricultural companies
included in the study in Kenya offered ART to their employees, while 27 percent of the surveyed
companies in Uganda'? offered such programs. It can be expected that this number has increased in both
countries, due to the increasing availability of public-sector provision of ART. Rosen et al. (2007) posit

'2 1t is not clear from the study how many of the Ugandan firms were agriculture-related.
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that the broad availability of public-sector ART may have “deterred some private companies from
spending their own funds on the provision of treatment.”

Table 11.Provision of HIV-related services, by companies

Proportion of companies that had ever undertaken HIV/AIDS-related

activities
Educational activities, Any other Anti-retroviral
provision of workplace therapy for Activities
information to prevention HIV-positive in the
Country and year Sector employees activity® employees community
Kenya, 2005 Agriculture 32% 21% 0% 11%
Uganda, 2004 Multiple, national® 54% 35% 27% n.a.’

Source: Rosen et al. (2007).

* For example, the distribution of condoms or the facilitation of VCT.

® The sample consisted of 37 companies with 25 to 500+ employees, including multinationals (13), parastatals (2), and locally
owned companies (22).

¢ This survey did not ask about activities in the community.

Finally, the provision of ART is related to the size of the company. Rosen et al. (2007) showed
that larger companies were more likely to make ART available to their employees, either through direct
provision, through an independent disease-management program (governmental or nongovernmental), or
through inclusion in the benefits provided by the company’s medical aid (health insurance). Companies
whose employees relied on “external” ART provision (that is, those not embedded in a structured
program such as through an agreement between company and an ART provider) face several challenges.
For example, the company has no means to evaluate or encourage adherence to ART, and the employees
lose a full day of work while visiting the treatment clinic (Rosen et al. 2007).

Above, we discussed what companies are doing to reduce the impact of HIV and AIDS on their
businesses. Another so-called strategy that many companies are pursuing includes reducing workers’
benefits, requiring preemployment health checks, out-sourcing production activities (for instance, to
contract and casual laborers), and shifting from labor-intensive production to greater mechanization. In
this way, the companies are basically shifting the burden of HIV and AIDS in the workforce to the public
and nongovernmental sectors—and to the individual households (Simon et al. 2000).
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9. CONCLUSION

As exemplified by the AMREF-facilitated study on mobile agricultural workers in the Lake Victoria
Basin, it is important to pay attention to specific groups, communities, and locations when considering
HIV/AIDS vulnerabilities and responses. Clearly, the mobile agricultural workers in Kenya, Tanzania,
and Uganda comprise a high-risk group. Building on current debates and discussions surrounding the
vulnerability of migrants to HIV in the context of the agricultural sector in East Africa, this paper clearly
presents some of the risk and vulnerability factors facing this group and the plantations in which they
work. The factors or processes that contribute to this vulnerability are diverse, complex, and not fully
understood at this time. As such, interventions aimed at mobile plantation workers must consider the
unique pressures, constraints, and living environments faced by this population, in order to effectively
address their vulnerability. Rather than condemning the behavior of individuals, these interventions must
situate sexual behavior in its social context (IOM 2001) while still maintaining some focus on the
“traditional interventions” of encouraging safe sex through education and the distribution of condoms.

In terms of responding to the groups located in the plantation system around Lake Victoria, it is
important to focus on the following subgroups:

® migrant or immigrant communities whose members will require focused interventions in their
new locations until such time as they become fully integrated into their new societies;

® trans-migrants, who will require interventions at both of their “homes” as well as in transit
between them; and

® itinerant or mobile populations, who may be the most difficult to reach (as they do not
constitute a spatially fixed community) and will require interventions that mirror their
movements (for instance, making condoms available at truck stops, providing education
material on buses, offering mobile clinics, and so on).

Based on analyses of these groups, different programs can be designed to specifically respond to
the varying aspects and impacts of the HIV time line. A comprehensive response to HIV would entail
companies engaging with each segment of the HIV time line, from prevention of infection to attempts to
mitigate its full impact on both agricultural workers and their employers. It is clear from the review that,
on the whole, agribusinesses do not engage with this full spectrum at present, instead limiting their
programmatic response to prevention and possibly treatment.

However, we would argue that it is not sufficient to invest only in prevention programs. Instead,
such programs must be combined into a comprehensive response to HIV and AIDS within the plantation
system, and we must place the relevant social, political, and economic factors at the core of such
responses. The underlying issues of inequality, poverty, the social status of women, and even the migrant
labor system itself clearly contribute to the vulnerability of mobile agricultural workers to HIV. Despite
the logic of this argument, however, it is difficult to provide strong financial evidence as to why
companies should invest in full and comprehensive strategy, simply because this information does not yet
exist. This critical gap should be highlighted and addressed through, for example, pilot programs on select
plantations, which could show the cost-benefit of addressing HIV/AIDS through a well-designed set of
interventions aimed at the different target groups. If the cost-effectiveness of such interventions could be
demonstrated, this work would help convince plantation owners of the value of addressing HIV/AIDS
with a well-designed and effective intervention package.

The review demonstrates that it is possible to show the investment returns to prevention and (to
some extent) treatment and care. A central argument as to why companies should invest in HIV
prevention strategies is the benefit of retaining at least some groups of workers, particularly the more
skilled and trained laborers. This can only realistically be achieved by targeting the entire workforce. In
addition, prevention activities may be considered as extra benefit to workers, thereby possibly allowing
the companies to attract and retain better and more skilled workers. There are also reasonable
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expectations associated with higher productivity as a result of prevention campaigns. Such prevention
campaigns are not very costly to implement, and managers might expect relatively high returns from the
rather small investments. Thus, in addition to moral and ethical considerations, there are cost-related
reasons for an employer to invest in the prevention of HIV infection.

When we consider the other dimensions of a comprehensive response, namely treatment and care,
companies stand to benefit in the longer term. The benefits of treatment provision are often unclear to
companies. Although treatment of skilled and unskilled workers does not appear to yield immediate
financial gains, companies that provide ART may experience significant benefits in terms of indirect and
systemic costs, such as the avoidance of the reduced productivity, decreased morale, and reduced
workplace cohesion, which are more difficult to express in monetary terms. The longer-term financial
gain clearly must be commensurate with these benefits. Thus, companies should be aware that when they
seek to rely on ART provision by “external” service providers, rather than embedding them in a
structured program, they will be unable to evaluate or encourage adherence to ART, and thus may not see
the relevant benefits.

It is recommended that this review be used to strengthen existing HIV responses within the Lake
Victoria Basin plantations. In essence, this means that the review should be used explicitly to strengthen
the plantations’ own understanding and response to the epidemic in the context of mobile plantation
workers, and (where appropriate) to help design pilot programs that will support a more comprehensive
response to HIV.
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APPENDIX

Predominant Commodities of the Plantation Systems

As mentioned in the text, most of the agricultural commodities produced in Kenya, Tanzania, and Uganda
are produced by smallholder farmers. Large-scale farms are mostly found in Kenya, with some in
Tanzania and relatively few in Uganda. Following the market liberalization reforms introduced from the
1980s, which included restructuring and privatization, most large-scale agricultural production and agri-
processing operations became privately owned (EAC 2003).

The major agricultural export crops for Kenya are tea, coffee (green), and green beans; those for
Tanzania are cashew nuts, tobacco, and cotton; and those for Uganda are coffee (green), tobacco, and tea
(FAOStats 2008). Table A1 gives an overview of the quantities of selected crops produced for each
country (figures are from 2006).

Table A1. Quantities of selected crops in Kenya, Tanzania, and Uganda

Crop production Kenya Tanzania Uganda
(tons)

Sugarcane 4,932,839 2,750,000 1,950,000

Rice 64,840 784,000 154,000

Coffee, green 48,000 34,000 133,310

Tea 310,580 30,300 34,334

Oil crops, primary” (2004) 39,262 155,920 139,270

Source: FAOStats (2008) (www.fao.org; accessed February 2008).
? Data disaggregated by crop type are not available.

Coffee

Kenya produces approximately 2.5 percent of the world’s total coffee production and commands a market
share of over 3 percent of the global coffee trade. Although the contribution of coffee to the Kenyan
economy in terms of foreign exchange earnings and employment has steadily declined in recent years,
coffee production recorded an increase of 6.9 percent in 2005/06 (to 48,300 tons) as compared to the
previous year (Kenya 2007).

In Tanzania, coffee is a traditional export crop that is grown in various parts of the country. Over
the past 20 years, the area under coffee production more than doubled, although total production has
essentially remained stagnant. The Ministry of Agriculture and Cooperatives (Tanzania 2008) reported
that the production decline in traditional coffee growing areas has been due to reduced production in
public estates, the aging of trees, low input use, increased incidence of diseases, and low returns to
producers in the face of escalating production costs. In order to compensate for this decline, production
has been expanded to new areas (Tanzania 2008).

In Uganda, coffee is predominantly grown in the southeast (Robusta coffee) and in the
southeastern and southwestern high altitudes (Arabica) of the country (Byrnes 1990). Production by
smallholders, as introduced during British colonial rule, was historically among the most important
subsectors in Uganda’s economy, even during the political uncertainty of the 1970s and 1980s (Byrnes
1990). The importance of coffee as the main agricultural export has declined since the beginning of the
1990s (Nohlen 2000) due to “drought, management problems, low prices, and a shift from coffee
production to crops for local consumption” (Byrnes 1990). As part of the agricultural reform introduced
in the early 1990s, the coffee market was liberalized through the abolition of the Coffee Marketing
Board’s monopoly on the marketing and export of coffee, and the removal of producer price controls,
processing fees, and export margins. Export taxes for coffee were removed in 1992, but reimposed during
the coffee boom in 1994 (Baffoe 2000).
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1924 in Lugazi (Central Province). In 1926, a second factory was established in Kakira (Eastern
Province) by the Madhivan family. In 1965, a third factory was established in Sango by the Masaba
family, but this factory collapsed in 1973. In the 1970s, the government started its own sugar factory in
the Northwest region (Kinyara) (IUF/ ILC n.d.).

Similar to the tea and coffee sectors, the sugar industry of Uganda suffered during the political
instability of the 1970s and 1980s. The sector, “which had produced 152,000 tons of sugar in 1968,
almost collapsed in the early 1980s” (Byrnes 1990). As a result, Uganda was forced to import most of its
sugar by the late 1980s (Byrnes 1990). Sugar continued to be one of Uganda’s major agricultural import
products until 2004 (FAOStats 2008).

During the 1980s, the Ugandan government began programs aimed at rehabilitating national
sugar production, in part by inviting some of the expelled Asian Ugandans to repossess and rehabilitate
their sugar estates (IUF/ ILC n.d.; Byrnes 1990). Some of the largest estates resumed work in the late
1980s in their nucleus plantations; Lugazi'* was reopened in 1988; the Kinyara Sugar Works and Masindi
estate, in 1989; and Kakira,'” in 1990 (IUF/ ILC n.d.; Byrnes 1990).

In Uganda today, sugar is produced by three major companies, exclusively for Ugandan
consumption. In 2002, the sugar industry engaged approximately 40,000 workers, including both direct
and indirect employment (Fashoyin, Herbert, and Pinoargote 2003). Since 1997, the introduction of out-
grower schemes has become the main strategy that Ugandan plantation sugar companies have used to
boost production (IUF/ ILC n.d.). As a result, in 2002, around 40 percent of the country’s sugar
production was provided by approximately 4,694 out-growers (Fashoyin, Herbert, and Pinoargote 2003;
TUF/ ILC n.d.).

'4 By the late 1980s, Lugazi had become a joint venture between the government and the Madhvani family.
!5 By the late 1980s, Kakira had become a joint venture between the government and the Mehta family. Rehabilitation of the
estate was delayed by ownership disputes.
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