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Abstract

This research was prompted by the significantly lewels of intra-East African Community (EAC) trade
despite the presence of preferential trade agretsnierthe region. By focusing on Uganda’s dairytesecthe
study sought to establish the structure of theosscexports, establish the competitiveness of shetor’s
exports into the Kenyan market, to determine theréxo which specific Non-Tariff Barriers are harthg dairy
exports from Uganda into the Kenyan dairy marketl &m establish the mediating role of environmental
scanning in the relationship between NTBs and expenformance of Uganda’s dairy exporters intoKleayan
dairy market. A cross-sectional survey of all Udgam milk and cream (concentrated or sweetenedy dair
exporters was undertaken. The findings revealedUganda’s diary exports are concentrated and akperon
mainly two product categories accounting for 92 the dairy exports and that the exports are comaed in
only one export market; Kenya (80%). The most detrital NTBs were: Procedural Problems, Charges on
Imports and Customs & Administration Entry ProcedurThey study also established that environmental
scanning was not significantly related to NTBs éimerefore could not mediate the relationship betwd&Bs

and Export performance.

Keywords: Non-tariff barriers, Environmental scanning, exp@erformance, dairy exports, International
business, Uganda

1. Introduction

Freund and Ornelas (2010) noted, “The formatiofRefiional Trade Agreements (RTAS) has been, bytlar,
most popular form of reciprocal trade liberalization the past 15 years”. The essence of reciprtraale
arrangements is for increased access into memhbatgssinarkets (Mugyenyi and Zeija, 2006), consedyent
improving the performance of respective countrynfirin their export markets. A huge potential otigaxists
among the EAC (East African Community) countriesr Fastance, only 2.1 percent of the total produlots
Kenya imported from the world in 2010 were from tBAC, 11 percent of the total products imported by
Uganda were from the world in 2012 were from theCE28 percent of those imported by Rwanda in 20&&ew
from the EAC, 17 percent of those imported by Bdiun 2012 were from the EAC and only 3 percenthafse
imported by the United Republic of Tanzania in 20dre from the EAC (International Trade Center, 301
(see Annex Al).

Studies have established the detrimental effettaf Tariff Barriers (NTBs) to export developmentaexport
performance (Tumuhimbise and lhiga,2007) while gingl the current status of the NTBs in the EAC,
established that “a number of NTBs affect the gbiif Ugandan businesses to export and import”otigh
environmental scanning, firms are able to takeceotf events and trends in the firm's environmemd a
consequently work out ways in which the firm camtdto its environment (Holmes, McElwee and Thomas,
1995). Despite the efforts to eliminate current NTB the EAC (World Bank, 2008; Okumu and Nyankori,
2010), the complete elimination of NTBs is not likén the near future. This is partly attributedtte very
definition of NTBs. Deardorff and Stern (1997) asdbat “NTBs are defined by what they are not”.eyh
further note that “NTBs include a potentially unilied plethora of policies, perhaps as yet un-inedht
implying that there is a possibility of new NTBsvalys cropping up. Within the East African regiorgdinda
has both comparative and competitive advantagtinairy sector, and in Uganda, it employs ovBrrillion
households who are directly engaged in milk praduactTo the economy, the dairy sector contributpstal
45%-50% of the national agricultural GDP and betw&&0-9% of the national Gross Domestic Product
(Wozemba and Rashid, 2008; Uganda National Expoategyy 2008-2012).

2. Problem Statement

Despite the existence of a preferential trade ages® between EAC member states, individual member
countries are trading more with non-EAC countribss the share of intra-trade is significantly I(sge Annex
Al). Current research into NTBs have establishedditrimental impact of NTBs to trade, however hssitidies
have been be done at an aggregate level, thusifigcaa the impact of NTBs on a nations entire ecaoyno
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(Tumuhimbise and Ihiga, 2007; Okumu and Nyanko®il@ ITC, 2012). And in those cases, all NTBs have
been bundled together, thus failing to identify tmest detrimental NTBs. Limited empirical reseaids
established the predictive potential of the specMiTBs on export performance at the firm level, lehi
accounting for a firm’s initiative to scan its bmsgs environment. In this study, we seek to siemdle most
detrimental NTBs affecting these firms’ export perhance, while accounting for the firms’ initiatit@ scan its
business environment. This will be done with spedidcus to Uganda’s dairy exports to Kenya. Kemyas
chosen among other EAC markets because it imp6fs af all milk and cream in the EAC. The dairy sect
was chosen because of its enormous and ever graxipgrt market potential is the EAC region (see é&an
A2). The study was guided by the following reseambljectives;To establish the structure of Uganda’s dairy
exports and consequently establish the competéssenf Uganda'’s dairy exports into the Kenyan marke
determine the extent to which specific NTBs areldtimg dairy exports from Uganda into the Kenyanrgla
market andTo establish the mediating role of environmentansing in the relationship between NT&sd
export performance of Uganda’s dairy exporters itlte Kenyan dairyrhe study focused on constructs; Trade
protectionism using non-tariff barriers, environr@scanning and their linear link to export penfiance. It
particularly focused on Uganda’s dairy productcsiically milk and cream (concentrated and swesdi@rio
the Kenya market.

3. A Review of Literature

Non-Tariff Barriers

Beghin (2006) defines non-tariff barriers (NTBs) “aswide range of policy interventions other thaorder
tariffs that affect trade of goods, services arztdies of production”. The ITC (2012) defines them“policy
measures, other than customs tariffs that can paligrhave an economic effect on Internationatleran goods,
changing quantities trade or price or both”. Ittier notes that a non-tariff barrier implies a aige impact on
trade (protectionist or discriminatory intent). N§ Bave become more prominent relative to tariff¢hat, in the
fight to lower tariffs, new NTBs have come up td protectionist intentions of nations (Beghin, 2p0khe ITC
(2012) further notes that, despite the increasecwnomic liberalization, non-tariff based traderiess have
gained gain prominence. It asserts that, non-tanéfasures are beginning to exceed tariffs in thraiding
hindering impacts.

Tumuhimbise and lhiga (2007), sought to updateiriientory of NTBs that hinder intra EAC trade, thhsy
sought to identify the scope and nature of NTBg #ffect intra EAC trade. They found out that atitua
number of NTBs do impede Ugandan businesses torexpoch is further worsened by the lack of support
services and insufficient access to informationttoese non- tariff measures. These consequentifitgtahe
competitiveness of the exporters, thus hinderingirttefforts in access markets and lucrative busines
opportunities in the region (ITC, 2012).The WTO Hetablished and inventory of NTBs, this categdiora
was adopted by Tumuhimbise and lhiga (2007), witetying the NTBs affecting Uganda’s intra-tradesefts.
They include;

Customs documentation and Administrative procedurésse are customs formalities that impede tr&de,
instance the limited customs open hours for verdyexport documents and clearing car@overnment
participation in trade and restrictive practicesldécated by government§;hese include time consuming cross-
border registration of new business mainly atteluio the lack of harmonized business registrgirmecedures.
Tumuhimbise and lhiga (2007) explain that “one teaghysically travel to the capital of the coundfyproposed
new business to apply for business registration @mdthe applicable registration feeFechnical barriers to
trade these include testing, certification and othemfoomity assessment based restrictions. In somescalse
importing countries expect to carry out their owmestific analysis to certify the standards of f®ducts.
Consequently, a lot of time is spent on carryingguality inspection for products that already haesification
marks. UNCTAD (2012) define technical barriersrade as technical regulations and procedures s@sament

of conformity with technical regulations and stamttaexcluding measures covered by the SPS agreement
Category other: vehicle registration and licensifog all trucks carrying goods to and transit torbgistered in
the country of transitmmigration proceduresthese include requirements to have valid workoist In most
cases the process of obtaining work permits is quitbersome. Enforcement of trade related legisiathese
include delays at road blocks.

Environmental Scanning

Slaughter (1999) cautions that, firms that areatett to the changes in its environment are unjikelsucceed
compared to those that effectively scan their emritents. Firms that scan their environments aee ik be
privy to crucial information about “markets, prodsiccustomers, competitors and the like”. He furtheserts
that, environmental scanning “stands at the juectfr foresight and strategy”. However, he recogitteat
limited resources often hinder the average busiftess seeing the big picture.
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Holmes, McElwee and Thomas (1995) define envirortalescanning as “the process through which the
implications of a range of external factors whiate @leemed to influence the coherent functioningaof
organization are monitored and assessed. AguiBldefines environmental scanning as the “scanfon
information about events and relationships in agamy’s outside environment, the knowledge of whiciuld
assist top management in its task of charting tbmpany’s future of action. Hambrick (1981) defines
environmental scanning as “the managerial activityearning about events and trends in the orgéipnizs
environment, conceiving it as the first step in @ng chain of perceptions and actions leading to an
organization’s adoption of its environment.

Holmes et al (1995) note that ,it's imperative finms in international business to carry out superi
environmental scanning given the level of uncetygainomplexity and the ever changing internatidmaginess
environment. The possible benefits of environmestainning include; enhancement of the firms capatid
capitalize early on opportunities, early warningsteyn / signal for business threat or challenges, the
preparation of the firm to act accordingly with aeg to the changing needs and wishes of its cust(dain,
1993). A firm has to scan the environment for cleangn following aspects: economic, technological,
government, social, competitor and customer. lgfieved that these aspects constitute the higleest of
uncertainty for a firm in the international busisenvironment. (Holmes et al, 1995)

4. Research Methodology
The study was guided by a quantitative and crossSesel design. The respondents were firms in Ugathat
exported Milk and Cream, concentrated or sweetéH&dCode-4/ product cluster at 4-digit). This catggwas
specifically chosen because it contributes appratéhy 58 percent of Uganda’s dairy exports and ety
there are 11 firms that are actively exportingitven the modest number, the study took a censumaph.
The unit of analysis was the export firm. The rexfents were those personal with understanding &edtd
involvement in the export function / departmenttbé firm. Open-ended questions trying to capture th
respondents experience with the firm’s exportingction and more importantly, their views about theirrent
export markets. The target was mainly senior mamegt and technical personnel in the export degautm
Measurements of the research variables:
Non-tariff Barriers these were measured by; government participatitrade and restrictive practices tolerated
by governments, Customs and Administrative entgcedures (customs formalities, border tax adjusts)en
Technical barriers to trade (Testing certificataord other conformity assessment). Other (procedqucddlems):
immigration procedures, transit delays, roadblogksicle registration and licensing. These scaleevadopted
from the World Trade Organization (WTO) categoiiatof NTBs
Environmental scanninglrregular environmental scanning, regular envinental scanning and Continuous
environmental scanning aspects’ were used to meatie extent to which economic, technological.
Governmental, social, competitor and customer aeitored (Jain, 1993; Lim, Sharkey and Kim, 1996sta,
1997 Morgan 1999).
Export PerformanceConsensus of the definition and operationalizatib export performance is still work in
progress (Maurel, 2009, Freeman, styles and Law8$2), however Scales that capture multiple dsiwars
(objective and subjective) of export performance @eferable (Akyol and Akehurst, 2003). Objectiveasures
such as sales growth, export profitability and eatiye measures such as general satisfaction héloverall
export performance (Lages and Montgomery, 2004gwsed in capturing data in respect to export p@dace
Reliability and Validity Coefficients

Variable Number of Items Cronbach Alpha Content Validity
Coefficient Index

Non Tariff Barriers 23 .944 913

Environmental Scanning 17 .706 .882

Export Performance 4 .681 .750

5. Results and Discussions

The results showed that the majority of the dakgagters have been in the business for some 06 yeafs
(45.5%) while those that have been operating ferltmgest period of time had been in existence Qfeer 10
years), comprised 36.4% . The majority of the dadmyporters employ way over 50 workers. This is
understandable given wide range of operationsttieste firms are continually engaged in. The resiitsved
that the majority of the respondents were male9®).and in either the middle or lower managemesitipms
since each of these positions takes up 45.5% ofaeple. Further, there is a great probabilityindifig an
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official in these firms aged between 31 — 35 yedrage (.545) than if finding one who is 26 — 3@nge(.273).
The majority of the respondents had Degrees (81.884) were employed on a permanent basis with their
respective firms (90.9%). Further, those that heeihbemployed for 05 — 10 years comprised 63.6%ewhdse
that had been working for less than 5 years canstt27.3%.

The results in table | below indicate that earnifigsn Uganda’s dairy exports grew by 315% betwe@d8and
2012. However, Uganda’s dairy exports are domindigdonly two product categories; Milk and cream,
concentrated or sweetened (hence force; Milk area@rC&S). It accounted for over 50% of Uganda’sydai
exports for the last two years (2011 & 2012). Téhsninance was closely followed by Milk and crearot n
concentrated nor sweetened (35%) in 2012.

Table I: Uganda’s Dairy Export Structure from 2008-2012 (HS 04)

Product label 2008 2009 2010 2011 2012
(%) (%) (%) (%) (%)

1. Milk and cream, concentrated or sweetened 34.27.0 16.1 51.0 55.8

2. Milk and cream, not concentrated nor sweetened 39.7 61.2 64.1 42.6 35.5

3. Butter and other fats and oils derived from milk 4.8 9.0 3.6 5 5.7

4. Buttermilk and yogurt 1.1 0.9 0.5 0.7 15

5. Whey and natural milk products nes 0.1 0.0 0.0 - 0.3

6. Birds' eggs in shell 3.4 1.4 14.2 0.6 0.2

7. Birds' eggs dried 4.2 0.1 1.3 0.3 0.2

8. Cheese and curd 125 0.3 0.1 0.2 0.2

9. Natural honey 0.0 0.1 0.0 0.0 0.0

TOTAL (000) USD 4995 6,703 16,247 18,191 20,727

Source Authors’ calculations based on ITC / UN COMTRAB#tistics

The results in table Il show indicate that for gast 5 years (2008-2012), the main export markett/§anda’s
milk and cream C&S comprised of Kenya, Democragpublic of Congo, Zambia and Ethiopia. Kenya is the
dominant export market, accounting for approxima&9% of milk and cream C&S exports from Ugandae Th
results also indicate that the top 5 export marketation, account for almost all (98.2%) of theki@hd cream
C$S exports.

Table 1I: Top 5 export markets for Uganda’s milk and cream exports 2008-2012

2008 2009 2010 2011 2012
(%) (%) (%) (%) (%)

TOTAL (000 USD) 100 % 1,714 1,807 2,622 9,283 11,565

1 KENYA 71 89 28 85 79.5

2 DRC 1 3 1 7 9

3 SUDAN 9 5 16 1 4.6

4 ZAMBIA - - - 3 41

5 ETHIOPIA - - - 0 1
81% 97% 45% 96%  98.2%

Source Authors’ calculations based on ITC / UN COMTRAB#tistics

The results in table Il indicate that Uganda comdsathe biggest market share (36.8%) in the Kemyarket
for milk and cream C&S imports. This is close tattbf Oman (34.1%). However, Oman’s exports of Mitid
Cream C&S into the Kenyan market are growing fagté&fo per annum) than that of Uganda (17% per ajpnum
a trend that could see Oman dominating the Kenyarket
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Table 11l : Uganda’s competitiveness in milk and cream export&oncentrated or sweetened) in Kenya
Imported growth in value

Share in KENYA  2008-2012 (%, p.a.) 2011-2012 (%, p.a.)
imports (%)

WORLD 100 43 32
1 Uganda 36.8 76 17
2 Oman 34.1 347 41
3 Malaysia 8.4 36 16
4 New Zealand 8.3 -10 11
5 United Kingdom 4 86 4850

Source Authors’ calculations based on ITC / UN COMTRAB#tistics

The Descriptive results in table IV below were prged to examine the degree to which specific Nais
hindering dairy exports from Uganda into the Kengairy market. These results were computed froroates
coded such that 1 represents Large Extent, 2 —| &x@nt and 3 — Not at all.

Table IV: Descriptive results

Variable N Min Max Mean SD
Other-Procedural Problems 11 2 3 1.98 44
Charges On Imports 11 1 3 2.42 .68
Customs And Administration Entry Procedures 11 2 3 2.43 .61
Sanitary And Phyto-sanitary Measures 11 2 3 248 3 4
Specific Limitations 11 2 3 2.52 .62
Government Participation In Trade 11 2 3 2.55 .54
Technical Barriers To Trade 11 2 3 2.58 .40

Source: Primary Data

From the results in table IV, it is evident thag tihhree specific NTBs are hindering dairy exportgarthan any
other are;Procedural Problems (Mean = 1.98); these include- frequent road blocks in Kenya, yiekt weigh
bridges, the need to hire Kenyan registered trackisansport the dairy products into Kenya and ldek of
information on procedures and chargélsarges on Imports (Mean = 2.42); these include-prior import deposits
on cargo, surcharges and border tax adjustmé&utstoms and Administration Entry Procedures (Mean =
2.43); these includeinsufficient Custom open hours for verifying expdocuments and clearing cargo, Delays
in duty payment for cargo, Frequent cancellatibmsurance bonds and Transit parking yards.

The NTBs that have the least effect on the daipoets areSpecific Limitations (Mean = 2.52); these include-
regulations on domestic pricgsovernment Participation in Trade (Mean = 2.55); these include cumbersome
business registration processes, limits to the tjyaof milk exported and expensive work permitsda
Technical Barriers To Trade (Mean = 2.58); these include- difficulty in meeting Kenyan pratistandards,
quality inspection delays and special product, ingrland packaging.

Relationships between the study variables

To establish the mediating role of environmentansing in the relationship between NTBs and export
performance of Uganda’s dairy exporters into theyéa dairy, the researcher first tested for theneadf the
relationships between the variables using the Badr} correlation coefficients.
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Mean SD Non Tariff ~ Environmental Export
Barriers Scanning Performance
Non Tariff Barriers 2.73 A7 1.000
Environmental Scanning 3.00 .45 -.479 1.000
Export Performance 1.18 .40 - 770** .553 1.000

** Correlation is significant at the 0.01 level {@iled).
Source: primary data
The results in the table above showed that the Naiff Barriers are negatively related to the Expor
Performance (r = -.770**, p<.01). On the other hasmvironmental scanning showed no significantti@iahip
with Export Performance.
To test for the mediating role of Environmental @tag in the relationship between Stakeholder Cament
on the relationship between NTBs and export perforce of Uganda’s dairy exporters, the researchetogmed
the approach of Baron and Kenny (1986) was usedlyais One: The first analysis of the Dependeniatde
on the Independent variable is shown in the tablews, it shows that the

Table VI: showing the first analysis of the depend# variable on the independent variable.

Unstandardized Standardized t Sig.
Coefficients Coefficients
Model B Std. Error Beta
(Constant) 3.000 .509 5.892 .000
Non Tariff Barriers -.667 .184 -770 -3.618 .006
Dependent Variable: Export Performance
R 770
R Square .593
Adjusted R Square .547
F Statistic 13.091
Sig. .006

Source: Primary Data

Analysis Two: Analysis two involves examining the nature of te&ationship between Non Tariff Barriers and
Environmental Scanning. The reason for this is ifhdte Non-Tariff Barriers are not significantlglated to the
Environmental scanning then the Environmental sicenicannot play a mediating role in the relatiopshi
between the Non Tariff Barriers and export perfanosa

Table VII: showing the relationship between Non-taiff barriers and Environmental scanning.

Unstandardized Coefficients Standardized t Sig.
Coefficients
Model B Std. Error Beta
(Constant) 4.250 774 5.489 .000
Non Tariff Barriers -.458 .280 -479 -1.636 .136
Dependent Variable: Environmental Scanning
R 479
R Square .229
Adjusted R Square 144
F Statistic 2.676
Sig. .136

Source: Primary Data
Results in the model above show that the Non Thaffiers are not a significant predictor of Enmimental

scanning (Sig. >.05). This means that the Envirortalescanning cannot play a mediating role in the
relationship, and thus does not satisfy the sestage of the approach suggested by Baron and K@9ap).
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7. Conclusion and Recommendations

The study established that Uganda’s diary exponts cancentrated and dependant on mainly two product
categories; - Milk and cream, concentrated or sevest and Milk and cream, not concentrated nor @meel
accounting for 92 % of the dairy exports in 201BeTountry’s dairy exports are also concentrateghiy one
export market; Kenya (80%). The study also sievatltbe most detrimental NTBs to the exporters, ghes
include: Procedural Problems, Charges on Imports@ustoms & Administration Entry Procedures. Theeot
NTBs didn't significantly affect the exporters opgons in the Kenyan market. They study also eistaddl that
environmental scanning was not significantly redatie NTBs and therefore could not mediate the iaiahip
between NTBs and Export performance.

We therefore recommend that Uganda’s dairy expoutsht to be diversified and therefore reduce thavje
dependence on only two product categories. Alteraatxport markets need to be gradually developaéduce
the risks of depending entirely on only one expoarket. Lastly, Ugandan exporters ought to cagitatin the
current efforts to eliminate NTBs in the EAC regiby placing much emphasis in the speedy eliminatibn
those NTBs that are most detrimental to their parénce in the Kenyan market.
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ANNEXES
Table Al:1showing EAC Intra Trade and EAC Trade With The Rest Of The World
IMPORTS FROM THE EAC IMPORTS FROM THE REST OF
THE WORLD
2009 2010 2011 2012 2009 2010 2011 2012
KENYA 162,773 256,539 _ _ 10,202,001 12,092,926 632,996 14,432,732

UGANDA 546,954 576,535 692,615 646,946 4,247,371 4,664,338 5,630,875 6,044,147

RWANDA 324,915 - 384,116 452,842 1,112,015 - 1,356,564 1,624,232
BURUNDI 78,725 83,745 - 174,893 422,996 344,796 404,052 1,015,975
TANZANIA 316,921 295,199 378,129 - 6,530,823 8,012,874 11,184,221 8,279,244

SOURCE: ITC calculations based on UN COMTRADE statistics
VALUES: “000” US dollar

Table A2: Showing the value of milk and cream impated into the EAC over the past ten years.

2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

KENYA 763 2,533 1,296 3,319 3586 4,110 9,026 7,960 18,998 24,953
TANZANIA 1,141 1,083 858 1,051 1,251 975 1,167 911 1,663 8,499

BURUNDI 582 361 825 1,953 1,965 873 576 1,181 3,333 1,221
RWANDA 1,094 358 813 556 1,644 810 1,094 1,105 556

SOURCE: ITC Calculations based on UN COMTRADE statistics
VALUES: “000” US dollar
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