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We have aamined, witnir the time -ontraints involved, a nuier of 

industrial and agro-industrial Eirms which impinge on the agricultu'al sector 

and so would affect the agricultural strategy of the Uganda AID Mission. 

These are as follows (not necesjarily in the: order of the time of the visit or 

of the importance of the industry in this report): 

UGMA Iron and Steel Fabrication, Foundry
 

Uganda Hoes, Ltd. Forging Hoes
 

East African Steel Co., Ltd.* Semi-Integrated Steel Mill
 

Dunlop Tires Bicycle Tires
 

Uganda Bag and Hessian Mill L.d. Bags and Hessian Cloth 

Tororo Industrial Chemical and 

Fertilizer Phosphati. Fertilizer 

Lint Marketing Board idi)le Oi.l and Soap 

Enco Oil RefinerLes Ltd. Edible Oil 

Madhvani Soap Industry, Ltd. Soap 

.;ganca Feeds. L't- Poultry and Cattle Feed 

Madhvani Sugar Hill Sugar 

Associatdd Battery Manufacturing Lead/Acid Automobile and Truck Batteries 



United Carbide Co. Dry Cell Batteries 

Casements, Inc. and Others Steel Products, Barbed Wire, Corrugated 

Iron Sheets, Nails, etc. 

Uganda Fish Net Mfg. Co. Fish Nets 

Each of these visits, in some cases more than one visit, included1 a 

more than casual examination of their facilities and close questioning about 

L eir source of raw materials, processing and subsequent sale of items 

produced. A very consistent pattern of breakdown in maintenance and
 

unavailability of raw materials was seen. The maintenance problem is of 

cuureu atLributable to the domestic turmoil of the past twelve years or so and 

thu unavailability of replacem(-nt parts. Rrcst of the raw matcriai pLublems 

arise from the necessity for importing materials which are not available due 

to the shortage of foreign exchange. Most of the firms were operating at a 

fraction of their rated capacity, handicapped in many cases because spare and 

repair parts were not available, eit ier because they were non-existent 

in-country or foreign ecchange was not available to import then. We found all 

of the officials ready and eager to operate .heir facilities and in all cases 

we found that the management group recognized their problems, were doing their 

best to "make do," and trying to obtain the necessary equipment and 

to ofcommodities from whatever source. We were very careful make no promises 

material help although we indicated that their capabilities and needs would be 

recorded and presented in this report. In no case did we find that the 

present management had been installed for political convenience. We came away 

with a higher regard than we expected to find for the capabilities and the 
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enthusiasm of the management group. 

We are of the opinion, however, that each firm h'as. detailed their 

needs at length in a long 'wizki list" of both commodities and repair parts or 

:;parcs. It is our opinion that each industry would be better served if they 

realized and accepted the fact that funds for all their needs are not 

available in the immediate future and/or within the fiscal year. UGMA has 

done this at our suggestion. We are apprt4eisive thatrthe Uganda Development 

Bank (UDd) will become bewildered.with such a long list, the inadequate funds 

to support these demands, and will be incline:d to be arbitrary in the 

allocation of the available funds. Such an action might discriminate against
 

une i:di..ry as against another'dnd even result in the delivery of items not 

luliy usuful .:icnouc other items deierred for future delivery. 

Philosophically, we are concerned with an apparent obsession of most 

-ifthe industries to rebuild their facilities in a mirror image of their 

existence in 1970. With chariges in the energy situation since then, changes 

in mt.chinery and techniques and even markets lost forever (viz: possibly 

cotton), money ight be utilized to breathe life into a redundanL process or 

product. However, the pre'er.t situation is in effect an emergency - iL is 

probably not possible to examine each situa:ion insufficient depth to obtain 

the ultimate efficiency in the distribution of funds.
 

We list below a synopsis of each industry visited and our view of the 

industry's place in the rehabilitation process. We placed emphasis on 

agricultural impact, the source of raw materials, the producti)n process, and 

our view of the market for tha product. Recommendations for AID action follow 

in a separate section.
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1. 	 UGMA and Uganda ho', :. (Lugazi and Jinja respectively) At this 

: ' . worn hoc. diesLime both of Lhese companies have pro61A a UGHA has broken and 

needs spare parts for the forging presses (to be replaced underand especially 

UGt1A is experiencing LC difficulties and therethe IDA Rehabilitation Loan). 

will be a delay before new hoe dies are received. Spare parts are on the 

way. We have learned Lhat the LC for the forging dies has been extended for 

four months but this may not be long enough for the die steel to be obtained 

by the German vendors and for them to manufacture and ship the dies. In the 

event the die delivery does a&ot meet the new deadline, that the renewal of the 

LC may be given priority in the second tranche of the IDA Rehabilitation 

Grant. in the meantime, REDSO is considering the ordering of a set of hoe 

it may bedies from the German manufacturer on a procurement waiver basis and 

The IDA Rehabilitation Loan
possible to have the dies in two or three nonths. 


die order should be allowed to stand in any event as it is sensible to have a
 

spare set of dies to assure uhinterrupted production.
 

Uganda Hoes is operating one line quite adequately but is handicapped
 

out production toby as' i.mmet'Late 'shortage of steel causing them to str,.tch 

keeI: avaiiabl. labor amployed. '3oth coupanies depend upon imported flats to 

operate. Uganda Hoes has a consignment of AID CIP flats which will be 

this shortage is remedied, there will be aexhausted about June 1. Unless 

delay in production for several months until a consignment of 4,000/MT of 

flatp arrive under EEC auspices. Chillington (UK) took over late in April and 

have corrected some obvious errors in management already. They hrve a 

maiagement contract and will not only actir.7te a second line of fnrc.ng 

machines but will replace the present oil-fired billet heating furnaces with
 

V 
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electrically heated furnaces for which they have already had assurances of the
 

additional electric power necessary.
 

We have confirmed the 4,000/MT quantity with the local EEC office but 

there will be a delay in delivery for up to E.ix months. The problem is that 

the EEC needs a guarantee from the GOU for their "loan". It is for ten years 

,t one percent interest and in all probability will be cancelled by the kEC at 

the end of that time so, in e2Peuc, it is a donation. However, the EEC 

inderstandably wants some GOU responsibiliity for the steel until the ultimaLe 

hoes are in the hands of the Cooperative. So far, this parliamentary 

guarantee has not been granted but only when it is in effect will the flats be 

ordered. They will be produced promptly and shipped ASAP but obviously there 

will be some delay. Incidentally, this "guarantee" procedure might not be a 

Lad idea for AID, particularly in view of the problems encountered to date at 

Uganda Hoes. They expect to increase production, starting in three t-o six 

months, to the rate of Dne mi'ilion hoes a year. They will possibly increase 

'his quantity, depending upon die life, la>':"r availability and their ability
 

to increase the efficiency of the operation.
 

UGMA has die and press problems, as mentioned above and elsewhere, 

and will need continuation of thQ AID CIP program for hoe and other hand tool 

production for the foreseeable future. They have a fabrication plant which is 

in need of spares and repair and .t is .ikely that eventual ass.stance from 

the IDA Rehabilitation Fund will return them to the status of one of the best 

,:abricating plents in East Airica The foundry and three ton electric furnace
 

qre in nued of spares and repai-.but tha larter, because it is old equipment, 

is having difficulty in obtaining parts. The foundry is operating a small
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cupola but appears to be doing quiLa adequate foundry work. Some of the items 

being produced (cane crushing rolls, for instance) are unique in Africa and 

can be the foundation for an alrio.t monLopolistic and profitable business. 

The market figures for hoes are elusive. The Cooperative people 

indicate a present demand for seven million hoes. Other estimates are in the 

five million r:'ng-. We are 1.nj-ined to think that the latter is a more likely 

figure. The annual demand for hoes after the current put-up demand is
 

satisfied is likely to be in the two million a year range in the estimation of 

the hoe producers. The Cooperative figures are somewhat higher. But, until 

the demand is satisfied and the black market disappears, no reliable figures 

are possible. There is a problem not only with the black market in hoes but 

the iirket figures may be distorted with the importation of hoes by tha 

volunteer agencies and ot&.crs aind an infororal export market of black market 

hoes. Since the manufactured hoes arp transferred to the Cooperative for
 

sale, and the sale of hoes to"the Uganda Hoes employees has reportedly been
 

stopped, it is likely that the slippage is 'beyondthe receipt of the hoes by
 

the Cooperative.' In any case, it is unlikely that AID can be L.he factor at
 

fault in the existence of a black market in hoes. 

2. Dunlop Tires: (Jirga) This plant has been shut down for several 

years. The owners/operators 1.eft Uganda about 1979 and so far have resisted 

returning to operate the plant. We are told the negotiations are underway. 

The machinery has been well-kept and with very little effort could be back in 

operation to make bicycle tires, tubes, adhesives and rubber cement, their 

former products.
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Bicycle tires and Luoes are very essential to the agricultural effort 

and are an important means of transport of people and burdens. As an index of 

the need for bicycLe tires and tubes, we were told that the black market cost 

for bicycle tires and tubes was UShs/3000 and UShs/1000. respectively--US$/50 

or so for the two. Dunlop could sell tires and tubes at about UShs/700 for 

both (US$/9) and make a profit:. All raw materials are imported and very 

Little are on hand. lProductioll is by conventional tire building and 

vulcanizing and tubes are made by extrusion and vulcanizing. 

The demand for these rubber products is unknown but since the black 

market price is so outrageous, there should be a good demand. A production of 

500,000 rires and 450,000 tubes is reasonable initially and could probably be 

doubled uith r'w material:.- u:ce increased, but a pent-up demand may distort 

these figures until the black market is eliminated. 

3. Uganda Bag and Hessian Mill, Ltd.: (Tororo) This is the only 

plant which operated during the troubles but it was shut down for all of 1981 

for lack of the 'imported jute, because no foreign exchange was available. The 

factary uses, at present, jute of less than optimum quality imported fromn 

Bangladesh. They use con-renrILnal carding and spinning machines to make a 

yarn which is used for both bag and Hessian cloth manufacture. The factory is 

in good condition with many idle machines. These, it was said, could be 

operative without much difficulty. The plant is operating at about 25% of 

capacity. Full capacity is 6000/tons p/a of jute to produce about 5400/tons 

of bags and cloth, using three shifts, six days a week. 

There is a question of whether this bag production would eventually 

2 
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ineot the Ugandan requireme'L fpr,,coffee, nogar, feed and grain &hi.;:.nts dnd 

cloth for cotton baling. However, if they could get all the raw material they 

could run at capacity. This will depend, of course, on the increasing revival 

of the coffee, sugar and cotton production and the ability of these crops LO 

-aLi~sfy local dLIeatid and have a surplus for effort. 

There is a separate section attached which will discu.s the 

possibility of the substitution of locally gi:own kenaf as a replacement for
 

imported jute.
 

4. Tororo Industrial Chemical and Fertilizer: (Tororo) This plant 

has been shut down for several years and is in deplorable physical condition. 

It was the only manufacturer of single super phosphate in East Africa but it 

had to shut down for the usual reason, lack of spares and repair parts, and 

inabiliLy to obtain a vital ingredient, sulphur. The original supply of 

sulphur came from Kilembe Minds. When they shut down in about 1979, this 

source dried up. Therewas no other source than import, and foreign exchange
 

was nor. allocatea. Hence the shut down and, because of the acid environment, 

rhe plant deteriovatpd ,icru capidly than normal. 

While we were at the plant we met three geologists employed by
 

Bearden-Potter of Lakeland, Florida, U.S.A., who were starting a 31-month
 

study to rehabilitate the plant with the object of making triple super 

phosphate. The first half of the study is a feasibility study to be followed 

by a formal process plan. The study is being financed with IDA assistance. 

The .-resent acid plant (which rhe 1979 Commonwealth Rcport indicated might be 

salvaged) is beyond repair and will be destroyed. We were most interested in 



ok :he plant would be a valuable magnetite
L P by-pi'o1UCt'e sil.aiLjuca .:sQ 

Since the value of the magnetite is a6 add-on to the
 
iron ore concentrite. 


advantage of rebuilding the plant, the situation should be followed 
closely
 

particularly since a badly needed source for iron besides 
scrap exists. (See
 

further remarks under Iron and Steel Appendix comments.) 
It is quite obvious
 

that phosphate alone does not a complete fertilizer make. The nitrogen and 

can as money is in sight. In the
potash portion follow Plid wihen more 

is a valuable product for export, and of
meantime, triple super phosphat 


course in-country use.
 

5. 	lidible Oil and Soakp: (Uiat Marketing Board at Tororo) 13MCO Oil
 

The only crushing
Refineries at Jinja and Madhvani Soap Industries at Jinja. 


being done in these plants was of 1979 crop cotton seed which had been
 

withheld from the market by the farmers until prices for it were adjusted.
 

free fatty acid (generally above 20% and
Oil yields are low and high iji 


this Le. okay for soap manufacture and some soap was
sometimes above 309). 


being made (and .sold at a high price). The cooking oil portion was refined,
 

With the oil selling at about U.S.$/9 per liter
in some cases inadequately. 


the demand for more is quite obvious. All the mills can crush any oil
 

seed--soy, cotton, sunflower, palm, sesame--in fact anything but castor 
beans,
 

The

although the Madhvani mill has a segregated aector for castor also. 


problem is supply of seed, of course, aad until oil seeds, preferably 
soy
 

because of its leguminous nature, is available, rebuilding the oil mills might
 

be l tssor vecLori..y. We saw only expellers in use although the UDB people
 

some old hydraulic presses were still in use (which should be junked
 "ac. 
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forLhwiLh). The expellers were.old (1940 in one case) and are used because 

there is nothing else available. Their efficiency is very poor and an excess 

of valuable oil leaves the plant with a high oil content press-cake. A
 

solven" extraction add-on for the inefficient expellers would make economic 

sense.
 

6. .A'adhvuni Sugar Mill: (Jinj) This mill like all the others is 

operating at significantly less than capacity. Like all the others it 

iproduces crude granulated sugar and not white sugar. The plant is plagued by
 

a shortage of cane but the fields are being rehabilitated on an orderly
 

basis. The mills are in poor shape for lack of parts and repairs. The UDB 

looks to using the World Bark Rehabilitation Grant and other sources of 

foreign exchange to make the inLlls inore efficient. Presomably, the:: .re 

looking to the -export of sugar to increase f'oreign exchange but there is a 

good question in our mind whe'ther this is the economical course to follow.
 

?'he price of sugar is relatively low and the mills will have trouble makiag 

money under predent circumstances. To spend a lot of money to produce 

sugar--and white sugar at that--appears to be putting the cart before the 

horse. Until an adequate cane supply, is in sight improvements ia nills and 

refineries should take a lower priority. One encouraging note is that the 

Madhvani Mill is interplanting soy beans with their cane and will plant 4000 

acres in soy beans for a few years until the area is needed for cane. This 

will assist their oil mill operation. Since they plan to harvest the beans by 

hand, it seems to us a precarious operation from the economic viewpoint.
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7. Assuciated Battery Manufacturers: (Kampala) This is discussed
 

in a separate appendix. The potenLial foreign exchange saving is significant
 

and can be obtained in a rather easy manner.
 

8. United Carbide Co..: (Kampala) This has been shut down for 

several years, although the machinery is well preserved and has been 

maintained in good running condition. Even using imported zinc bodies, they
 

could sell a flashlight battery fir about U.S.3/0.40. 

The black market cost today is over U.S.3/1. Again, foreign exchange 

to buy the cans from Germany is not available to them. They propose extruding 

zinc strip themselves and producing slugs which could be impact-extruded in a 

machine del'iveed in 1979, partially looted, but which has never been 

vnPocked Recordr. of the conLeoLts have been lost, but with a small input of 

parts and repairs, plus foreign exchange to buy zinc, they could be back in
 

business and would be a foreign exchange earner. A sister company makes
 

barbed wire and staples but has been shut down because imported galvanize
 

wire is not available for the usual reason. 

9. Uganda Fish Net 1tanufacturera3 (Kampala) This plant is alive
 

and well and can produce 400,0U-500,000 nets per year, each 90 meters long by
 

about two meters wide, of varying mesh size and of various piles. A very
 

recent shipment of about 100 tons of Japanese nylon filament is being used and 

the plant seems to be most efficient. Our interest in the enterprise was
 

because nets will be needed if the fish meal plant trawlers ari! to be
 

activated. This plant does not have the ability or talent to maka '.omplete
 

http:U.S.3/0.40


12
 

tra-dier nets but they said local talent for such work ia available in the 

fishing community around Lake Victoria, uning component nets of standard sizes. 

LU. 'Iheru arce a number of small steel fabrication mills which miake 

wire products, nails, G.I. sheets, beds, fencing, barbed wire, etc. We do not
 

think these plants require detailed support at this time from AID or the 

lending agencies. It is likely that they will revive as and when iron and 

steel products become more available, together with, of course, the necessary
 

foreign exchange to buy imported ingredients which are not available locally.
 

1P
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AI'RAISAL AND EVALUATION OF PROGRESS OF ASSISTANCE TO UGMA AND UGANDA HOES 

Both of these companies have received donor shipments of steel flats 

to continue the manufacture of hoes and continuation of this program is
 

ussentLia if the agriultural handtool pent-up demand and continuing normiaL 

demand is to be met. UGMA has spare parts in sight to repair their forging 

process which has contributed to the deplorable condition of these forging 

dies. A new set of dies is on order but is delayed by problems with the 

expiration of the letters of credit before shipment can be made physically. 

To some degree the die problem is the fault of UGMA itself. They do
 

1Lot know the analysis of the steel in the dies and have made no effort to 

determine it. Consequently, they have re-faced the dies with an all-purpose 

electrode far.ing which is obvi)usly not compatible wi th the die steel. 

Consequertly, there has been early failure and even breaking of one of the 

dies. In the meantime, a LC'problem under the IDA credit caused the vendor to 

cancel the order. (See previous remarks on this subject.) 

The whdle die situation has been stalled because of a 

misunderstanding of their cost. An alternate bid from a Kenya source seems 

;ut of the question because of a great price discrepancy and extended 

delivery. The best thing to .:o is to contiaiue to do business with the German 

vendor. 

There is less than 200 tons of AID flats in sight at UGMA. Uganda 

Hloes has been using AID flats qnd will run 3ut of them about June 1. 

Thereafter, we expect there will be a hiatus until an expected 4000/MT of 

flats arrive as a contribution of the EEC. (See previous remarks on this 
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subject also.) 

Li the meantime, ,lington has aigned a management contract to 

manage Uganda Hoes and the new matiager toot over about April 22. The former 

manager was absent as usual and the accountant was absent also. Add these
 

unexplained absences to the fact that no deposit had been made in the Uganda 

shilling Special Account in April despite acknowledged delivers to the 

Cooperative and it could be that some money has been lost on the way to the 

bank. 

Chillington is aaid to have withdrawn the privilege of allowing 

employees to buy 16 new hoes each per mionth--which probably promptly found 

their to the black market.way The privilege of buying the new hoes instead 

of "duINctive" hoes was instituted recently because it was found that the 

workmen deliberately made defective hoes because they were only allowed to buy 

such hoes rather than new ones. 

Chillington was ale-ted to a possible discrepancy in the sale of the 

scrap which we had heard was solc for UShs/1200 (about U.S,t/15) per MT, which 

is a ridiculous price. They will also repair the press which has held up 

operation of the second line, rather soon. They will also replace the 

oil-tired heating fucnaces wiuh elpctric furnaces, the current for which has 

been assured. As soon as the 4000/'.IT arrive aiLllington will have two lines 

on at least two shifts (if the labor is available) and should produce about 1 

zo 2 million hoes p/a starting when the EEC steel is available. As stated, 

they will run out of AID CIP steel about the end of May. 

In connection with the continued supply of flats by AID, East African 

Steil has proposed that present flats suppliers buy and import 100/mm % 100/mm 

http:4000/'.IT


4/A. ii.aS of appropriate anaiysis. East African Steel has enough excess 

rciling capacity to convert theiie billets for a toll fee of U.S.3/212 which 

could save U.S.3/38 at MT overall if the present price is USh/650/MT. But,
 

the toll fee could be paid in UShs from the AID Special Account which would be 

reimbursed as the hoes were sold to the Cooperative. Assuming billets were
 

available at U.S.$/400/MT F.O.B. Jinja, there would be a saving in dollar 

eucinditure, of course,'but by using the UShs for toll paymeat about 62/Z' more 

tons of steil. could be purct:tsid with the same U.S.$ outiay. This wuuld 

increase the supply of steel to the hoe companies and increase the supply of 

hoes and have no effect on the Special Account. We urge prompt consideration 

oif this maneuver if additional flats are contracted for. A copy of the East 

African Steel proposal is attached. Their proposal for production from scrap 

is seems dubious because of price discrepancy and due to lack :f scrap and
 

melting capacity. 

UGMA has a signigicdnt quantity of shovels on hand which they have 

not been able to dispose of to the Coops. This is partly due to a problem of 

not being able eo obtain handles, necessitating their manufacture on 

inappropriate machinery, but also, we have heard, because the Coops have not 

been able to sell shovels to consumers. Perhaps this is the time for UGMA to
 

withhold manufacture of shovels, picks and axes if the market is sluggish for 

these items and concentrate their production on the more urgently needed hoes. 

An evaluation should be ciade o the disposition of the steel on-hand 

at both UGMA and Uganda Hoes, particularly in view of the fact that an 

additional 200 tons of AID CIP flats is in sight. Since Uganda Hoes is 

npcr.ng and IGMA has die ao.d press problems, it might be sensible to divert 

KI
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part of the incoming 200 tons to Uganda Hoes. The latter is faced with a 

period of idleness between the time they exhaust their current supply of steel 

and the time of arrival of EEC steel. 

This way be the time also to start an evaluation of whether the 

current marketing system through the Coops is the best way to distribute hand 

agricultural tools. If the above situation is any indication of marketing 

problamis, pociaaps the manufacturers could revert to a former method of 

di.ribuLioun which by-passed the Coops to a large extent. Such a marketing 

practice could result ii a higher profit to the manufacturer, particularly in 

the current shortage situation. Working capital and cash flow would be 

important in making such a decision. 

/1,
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a) 

b) 

(I) 

(2) 

L U.* ;:: i) ,.J.r1'u 17 .,- L H .iti' L.!..i -. 

OA;;i{l U17!iiA
II11 ~~ ~ ~ ~ ;lt~' I 1_] W.1(,~ N -,,4i 

tt, Ucrop arid1 I-t ]1l:,r~ it'" Inputs 

1.i.1.n Fur'ro lxes Electrodes/Ref'rc':7.uies . t.c. 

CIF JINJAPr'ice of Tniport4 d Scrap is takes as US% 200 

comes to 142 tj6j/. PER TN'J
M,./1,i', of Inluuts oroducedL~c.;t pur ' ° 

if
 

OCOWERSION 03T of Ingots to Finished HOC FLAT BARS 

in tlhe Rollin i0ills r.nr..s to 385 US Per Ton 

lutul Guut of FLATS including Profit Margin of 2/, 
comes to US75 827 PER M/TONfrom Importod Scrap thus 


per rnonthj/8 2016 CAP.

(,lting Capdcity is takes as 350 M/TUN 

0t,,ri eBILLETS:-FROM IMPORTED 

.
Prico of impc,'ted Billets is taken as US% 400 per M.TON c 

to Finished FLATS comus toConvorsion Cost from Billets 
USO 212 per I/TON. 

Total Cost a17 Flats including Profit Mrgin 25/
 
cornea to USO 612 PER TON
 

Rolling MilJ Capacity is takes as 880 Tons per Month

which 4.: -KT0j CAPACITY utilisation. es. wtov... 

Thelrefore alternative II is preferred reasons
 

Capacity utilisation is higher by 3%/leading to
 

lower unit costs.
 

Melted Ingots to FLATS Cost = 827 USO PER TON 

Imported Billets to FL4 *TE Cost 612 USO PER TON 

SAVING CO:,,S TO USZ 215 PER TON 

If wo ,,uk, ntjots our~slves we will be only Rolling FLATS,
 
since Stlr P4elting Capaxcity is at pr-esent res-trizted
 
tu MAh 23/, tf capacity.
 

Whereas if the Im,,orted Billets are Rolled in the Roll.ng MIILLS 

'Japacity utilisation will be about 75?/ Max. 

Best alternative Uterufoi'c is to utiliso our Local Scrap
 

for moltin ,fteral to suit Reinforcing Steel Bars Structewels
 
and WIFEROD, Scijinl FLATS.
 

Cnpaci Ly Ily indicaticq .fnnd supplopient thn Rollinp Mi11 

lmpurtbd U:llleLb to prodice 1-1C FLAT BARS, at a cheaper pri Ci'. 

The condition of, the P);nt and equipment in th,, Steel MClt rr.i 

L:Ut.. PlunL Lu uxcuod .-L- exitirq capacityWILL NuL uIXini
utilitation.
 



S'' ei, i L> DJ'', jO A .,' A. R iCA N S'.1" E:L. .I' " '. , . 
.H.NIA C,; A) JiVAN[ GROUP) TO SUPPLY RA ",V :ATE IA I., 
" . DA ;(C:1"1 L. 1 NOTON). 

U~q~da's agL'ICuIL ural .zc chi ery mnanufacturi ng sector will have to be ',i C,, 
w-* I. ixisti ngeJ:gneci, productioa facilities and steet industries. The ui 

1uLdu:J.:.- .ry in Ugai':t : E nst Af rican St eel -Corporati on Li mit ed wlhi ,i 
regarde'd t he manufactiure o i nput to constructon indu.str, engincchri 

i ndust ry and Lgricult ure. In this cortext t he Corporat i on has potent i al io 
coni ribut c to t he Uganda agricultural machi nery production program me. Thi 
for appropriate policy actions and necessary support . This Corporation L.4L,, 

supplyto M essrs.'Chillington the materialraw in the form of flats. As
 
of fact complete suppiy-of 
 the basic and only rawy mat eri al for Iiessrs. Chli, 
was undert aken by us in the past. The fl at's supplied by us are cut t o snalii 
of approx 2.5 kgs, heated in an oil fired furnace and then i'i subseque,,, L'or--, 
pressing/unching opcr~ilr.'-8steps i- produces hoes. One piece of cali , 
)produces oric hoe 500 hoce: are produced from one tone of flat s. 

Facili ties at T.ast A.'rican Steel Corporation Limited is enclosed. At p.,.. 
t h. Corporat i on is only producing mild steel sections for const ruact i on iJ.ndi-(: 
cot t on baling strips, boll;s and nuts and oxygen. 

Uganda i mm edi at e needs 500,000"pi eces filly fini shed hocs. Instead of 'm",it; 
f ul ly fini shed'hoes from abroad or eve.' i mporting steel flat s, 
 which is 1he ;,0, 
raw material for making hoes, a better and the only proposit ion is t o inopo, t
 
100 mm - SAIE 1045 Steel Bi..lets 4 mc-ters long at approx. S 600/1on. 
 3,50
 
of 13i 1 
et s could be supplied to East Af rican St eel Corporation Lid. at 1i i:,.
 
To cut these Bi] let s into r'it 
 length of 1.3 met ers oxygen/acLylne cn.Lti 1).; ,,.,
 
al sil hza tO be imported at a cost of . 60,000. We can t hen convert 
these bi1.1
 
, .steel fiat s and supply w it h due considerat i on to Lhe corverso cos[ :,.
 
vJ, I be ia local currency and to be worked out) within 2/3 months 
approx i.. o 
(5% of the installed capacity o;iMessrs. Chillingt on), hoes caR be produced* 
from these flat s. 

.1his will keep the East Africau St cel Corporatioi fully occupied for Z. 
wit. imported billet s and res't Cf t hetiinc with mild steel produc.ion 'r,,i.
 
c.rap metal av,ullable. in additionato 3500.tons of import uf 1i.gh Carbo:i 
 :, 

anti Oxygen cutti ng achiv.:, we wi 11 aeed
B 

somee inrrast ruct urtzctiit e: .;
I 

)rour Rolli ngg ills " )wy U"' spare parts and consum ables. 

.. . . 2. 



---.IiL B I 	 ,I.i'. .'.; IT"h C IFICATION - SAi": 1045: 

Auaui iys 	 C .4 -'0.50% 
Si - 0.30 Lax./o
Mn - .6o- go/,. 

Ph - 0.05% 
S -=0.C5% 

Sectoa, 	 100 mra 13ilc . 

Length 	 4 meters,,(or 6 to 9 meters). 

me porLed 100 	nrri illets cs per above 'cnoutysi- into i.. ,will be CuLt N.W 
I eugt h aad will then be charged i a our 10 tom,; per hour klehicingui 
auLd heated to Rolling temperature. This then will be rolled lh'o,-.e.i,
Thiree I ligh Roughi.,ng ciill followed by a "'hze ]j[ih *iitei'iedialIe ,,. 

iltco 9$wzu X lT.Store flat s, wilJlel ii.; r'w ,l11'1i sh the iillec 9l,. x 17,5', 

f or Chilli ngt on hoes. 

P . R. E101)
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''1 ii1; c I:, i! (lie uidy 
of As ]tind ill then Last African Cowmmunity wisdeveloped )y 1'1 adhvani Grov.,) of hidustries in 1961.
 
The Gover1, 1uez took 
over t lie plant i 1972 and handed it back10 adivani Group i n m to thearch 1980 asJilija, "East Africau Steel Corporation Ltd .with 51'04, Government shareholding and 49Z I, zid]vai Group,the 1A ai'ALi C11IeL 'CSLinq 1W.i Group.(h is 

[NSTAI.L I- ) 2 PACIT'Y 

250OO Top-s/Aimuzir of Ingot steel.
J-'4000 Tor-,An;1u.;, z,' I.ciled produtcts.
MOO Tor.s/, inium, of COLLoa I i,as•

JOO Tons/An'num of Wire Drawn products.

100 T ons/Aj imur of Bolts 
auid Nuts.2000 Cu. rneter/day of oxygenl. 

'FACILITY AVAILAI3LE,'. 

12 Tol 'lectric Arc Furnace 'installed in 1962. jrl anufacturod byJ,; essrs. Leon Taghaferr-i, italy. 

Rlolinyg 1, ills i'astalled ill 1963, Consisting; of:
 
i) Rlicating furnace supplied by 'v essrs. 
Ofu Thermo, laaiy.
 

T'hree hi -Roughiiq; m1:. suppled by yj essrs. 
Porivini Farrel, .Laly.
 
iiiO Cross-co.iLr,t filishing mill supplied by Messrs. 
Pomini Farrel, 1.M.Y., 
iv) Cooling led by Messrs. Pomini Farrel, ItIly.
 

v) Flying'Shear by Al 
 essrs. Danich, Italy..
 

vJ) Coilers by (iessrs. Garrel, Italy.
 

rig
S 'I) ill/Wire Drawing Plant installed ill 19683 supplied, by jm essrs, Vc!mjunufacturing Co.a;, b.S.A. undcer the US Aid programme. 
"Oxygeu p ant in 1970 by 'Y: .. i;ss'I..- GwTbI, \Vemt Gee'Inilly. 

Bol s and Nuts planill in 197,. 

I A T 1I A.I.S US 1). 

:'eel scrap locally available. 
.t1iesItole locally availiable.

All other ferro .lloys, f1uxes, refractorits, -cc.to be imported only. 
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RII.S1NT CA'PACI'')"UTILISATION. 

20 of the ': 'c'apacity, 

VUJ"U k I ' LA NS. 

kchabiiiLatc to rated capacity. 

CONSULTANTS. 

W.S. Atkins &Partners, U.x,. 

JlN.1A. 



REVILW OF "CB AND UJB ACTIVITIES 

It has been most diffj uult to get; a clear expression of a curren 

loan portfolio from the Uganda Development Corporation and the Uganda 

Commercial Bank in the time of this consultancy. We interviewed thd Uganda 

i)evelopment Bank at some length and a commentary on their staff of anelyscs 

Land appraisals is in another appendix. 

We went to UDB first because they are commissioned tc handle all
 

loans for medium and large scale industry and to leave the projects of less 

than U.S. /300,000 foreign exchange plus local currency to be handled by the 

Uganda Commercial. Bank. We found the UDB people to be knowledgeable about the
 

projects in prospect and those'financed and to be financed through the current
 

World Bank Rehabilitation Loan. However, the depth of kuowledge of 

manufacturing processes and especially new processes was, in our opinon,
 

somewhat deficient. We were concerned that they confined themselves to the 

simple rehabilitation of industries in their former image, without questioning
 

whether their industries were still appropriate priorities in the changed 

economic environment. Also, there was no effort that we could see to reduce
 

imported energy requirements, nor emphasis on saving foreign exchange. 

To be sure, the UD ha. applied to the IDA Technical Assistance 

Proje:ct - 1077-UG for the cost of 30-man months of training for the analysts 

of the Bank. In addition they have asked the IDA for assistance in selecting 

tLie expatriate consultants who would do this work. (A copy of the application 

is attached.) However, this work is to cover only ten projects and the iLst 

of projects to be funded by the World Bank Rehabilitation Grant is certainly 
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longer than that. Education is a slow process and the need for considered 

acri', ii berc and now.
 

We considered the quescion of AID using the UD3, for instance, Rs a
 

conduit fur channeling assistance to industry. This may be the only port in a 

storm but attention should be given to whether selected projects are within 

the ability of the Sank analysts and appraisers to handle. Even assuming that 

the Financial wanagemeni systems at UDB is adequate, we have doubts about the 

ability of this Ugandan agency being able to concentrate assistanue in a 

direction compatible with AIJ obj'ectives. Our feeling is that the L.ud itL 

Uganda is so great for financial assistance, that without specific AID 

uvurSighiL, asSistane might be sprayed too thinly over too wide an -;rea in 

response to the vociferous pleas of the many applicants who need help. 

With reference to the ICB (the principal lender to small industry), 

we have been given a gross list of sectors with the projected .equirements for 

both foreign exchange (in U.S. dollars equivalent) and the local currency 

requirement for machinery and equipment. This list covers six months 

requirement for 'imported raw materials and spare parts of about U.S./50 

million. These sectors range from art work through flour and jaggery mills to 

beverages and photography. We understand that the second tranche of the World
 

Bank Rehabilitation Grant will have a portion of it--perhaps
 

U.S.j5/million--set aside for re-lending to small industry. This, we
 

understand will be channeled through the Ugauda Commercial Bank. In the 

meantime, the UCB has had no foreign exchange from which to make sub-loans to 

small industry. Without this ingredient, most UC13 loans are not viable. 

Almost all of the lendable local currency available within the UCB, from one
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source or another, has been used to finance jaggery mills and small maize 

mills. The practical result of this situat.on is that no loans, other than
 

the two types mentioned above, have been made to small industry by the OCB for
 

some years. A singular weakness of the Ba'nk, 
asidi from monetary problems, is 

the admittedly poor performance of the analysis and appraisal staff. We spoke 

with the senior head of credit of the LUCB and he made the flat statement that 

their present loan port'folio was in poor shape with significant 

delinquencicc. This was mostl) "due to inaccurate viability decisions of the 

stafif. JudgwenL of kanagerial"i,.cdlls was said to be the chief problem xi.
 

smalL industry financing. We suggested that the UCI participate in the UDB
 

application for consulta,t assistance referred to above. 
To reply to the
 

direct question, we think the UD3 is a doubtful candidate for a conduit of AID
 

projects of funds and the UCB is presently a-i even weaker candidate.
 

A further discussion of the UDB proposed use of the sece.d tranche of 

the World Bank Rehabilitatio. ioan is in a,. appendix to zhis report, under the 

discussion of proposed lending projects of the UDB. 

http:situat.on


IDA, >' chrical Atsistance Project - 1077 - LIG 

Appi'tation' by Lignda Development Bunk for Consultancy Services 

1. JUSTIFICATION & SCOPE 

UgunJa D-svelopment Bank was established !r Septemlier 1972 

and charged w1t' tho promotion and provl.-;in of short, medium and 

finan,;e and to render managerial, technical and
long term 'eTinant 

and services to projects in the agricultural,administrative 'dvice 
-'Industrial an'd commercial sectors of the economy. 

the aftermath of the war of liberation and attendant destruction,In 

it Is envisaged that Uganda Development Bank will play a prominent and 

expanded role particularly in the mobilisation of requisite external funds 

and provisions of finances generally to projects under- the rehabilitation, 

reconstruction and development programmes. 

anaTo ac'hiove theso objectives, the Bank greatly needs capital 

technical assistance. The proposal for technical ass istance to the Bank 

was first identified in 197,; and was subsequently reflected in UNDPs 

Annual Review of the first Country Programme. Unfortunately, a number 

with the resultof circumstances did not permit execution of the proposal, 


that the E1.-< was established and has hitherto been maintained without
 

technical assistance in key sectors as originally envisaged.
 

.Ves, the period of its operations, U.D.B. has built up'requisite 

projoct prcparution 3nd appraisal capability and manpower. However, 
abecause of lack of training facilities for its personnel and the magnitude 

complexty of the technical appraisal capacity necessary for the Bank to 

handle a grownj volume and complexity of projects, the existing Bank 

appraisal capacity and caoability requires immediate strengthening. 

-This proji:ct, therefore, is designed to provide technical appraisal 

capability to theBank I, the appraisal and preparation of some of the 

projects immadiately due for financing under the World Ba.nk Industries
 

This will
Rehabilitation Line of Credit itemised in Annexture A hereof. 

be done",.'..5tly. by providing consultant.'/ services to the Bank to ascist 

with t.ei IThchnical apprai3al of the more complex of Annexture 'A! projects 

2. TERI.S OF REFERENCE: 

The terms of reference for the consultant wi:l broadly include:

(a) Technica i/Engineering 

(I) Doterminaition and review of the investments In plant, machinery, 

equipment, spare parts,- and transport facilities that are noec.ed 

to restore 'he technical capacity of th) project to produce cfficicri 

/
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of procurement and other 
til) Dotormilna"ion and review of sources 

procLremunt arrangoments for those Items. 

Doet rminttion ard rtvlew of detailed dost estim-ates for the items 
oiii) 

to oe procured. 
review of imlplomentation arranqements for the 

(Iv) 	 Dotomiflntion and 

pr;i se'd Investmert. 

ompotence of technical and engineering personnel
,v) 	 P,"$.-w of thn 

rehabilitated, and proposing
available for runni-ig project once 

to provIcie adequate technical management where needed. 
measures 

(vi) 	 Oetormin aion and review of sources of raw materials, for optimrun 

operation of project after rehabilitation. 

(b) 	 Finarcial 

(i) 	 Assisting In the assessment of the financ:ial condition of enterprises 

by revievNing their' assets and liabilities, asset revaluation repoots, 

and inventoi-es of cebt.
 

(it) Makini " ,oposals for financial rostru.ituring of these enterprises.
 

include liquidation and reincorporation
C i(.s-= be examir d-will 

of entities; 	recapitalisation; and debt rescheduling and/or cancellati( 

(Iii) Assistin. in pre.,raation of financial projections of enterprises
 

assessing

based on the proposeo rehabilitation. investments, 


financial risks and debt servicino capabilities of enterprises.
 

Assisting in do termining the financial return on thnse investments.
 
(Iv) 

() 	 Et:cnornic 

(1) 	 Assisth'3 in determining comparative import prices of items to be
 

manufacttJred by i-ehabilltated projects.
 

(11) 	 Asoloting in estimating foreign exchange to be earned or saved
 

rcsuit of production by rehabilitated projects.
as a 

final lisk and ,;cope of services will be determined and Pgreed
(d) 	 The 


b and the World Bank from time to time.

betweeil U. 	D. B. 

3, 	 PROJECT CO3TS! 

cost a 	total of US.;9- 396,00
"Ch.reqirad consultancy services will 

funds from the 
phased as hereunder. All costs are to be paid w"i 

IDA Technical Assistance Credit "

7 Total 	 1982 1083 

(a) 	 ConsultancY services /4m/m 	 nrm/m /im
for appr.aisal and pre-

pe.rationof 10 projects 30 360,000 9 108,000 21 252,
 

36,000 10,800 25,' 
(b) 	 Contingency 

396,000 118,800 277, 
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.4. 	 .INDICATIVECONSULTANTS 

(a) 	 The follwing consultancy firms hav6 provisionally been
 

c, nt:viced or Identified by Ugiinda Development Bank as having
 

1i a requisite competency to, provide the required consultancy
 

services in accordance with the terms of reference.
 

(I) 	 P, E. intprnational Operations Ltd. - United Kingdom
 

- US,A.
(i11) 	 Arthur D. Little Inc. 

(ii) 	 Tata Congultants I - India 

(iv) 	 Planco Consulting Geo.llschaft MBH West Germany 

(b) 	 Uganda Dove'op,.ienZ Bank will seek IDA assistance In identifyinE
 

on a
three (3) more suitable and competent firms for Inclusion 

final list of4seven (7) consultanry firms fru,;n which bids will 

be init,Lod. 

5. 	 C.IrFCES OF FINANCE FOR INVESTMENT PROJECTS 

The consu't.cy serviccs will assist Uganda Develop"ent Bank 

In the appraisal of about .10 projects to be funded under the 

Word Dank Industries reconstruction line of credit to Uganda 

Devolopment Bank. The Indicative amount of the credit is over 

US. Dolla;-s 20m and fin.l agreement will be entered into in 

April 	1982. 

Iraddition, the European Investment Bank has indicated the 

possibility to lend' to UDB an indicative loa, iof about US. Dollars 

.10 millk.,n either for r.--flnancin;, the World Bank Programme or 

IndoacnAqintly for iPehabilitation and or development of other 

';du .9Fsin Uganda arising out of the consultancy services. 

6. 	 IMPLEMENTATION & PROCEDURES: 

1. 	 The engagerm1ent and utilisation of the consultancy services 

shalI be in accordance with the rollowing time table and procedures: 

(a) 	 Invltatlon & Evaluation of proposals from the final indicati 

list-of consultancy - May/June 1982 

(b) 	 Negotiations with consultants - June/July 1982 

(C) 	 Selection of consultant and contract 
after cteaarce by the Ministry of _ July/August 1902 
Planning & Economic Development 
and .he World Bank 

(l Prelect acoraisal and preparations - September1 982 to 
- December/1983. 

627
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RELATION WITH WOLtLD BANK RE.IABILITATION GRANT 

The World Bank Grant was discussed in Washington, albeit briefly.
 

C.Lnaul n1goti:i&tio un th0e econd tranche credit had not been completed at 
tLhe 

time. While the second grant had been negotiated, we were advised that it 

will be about U.S./25-30 million and channeled through the UDB and possibly
 

U.S.$/5 million additional to be channeld through the UCI. (See conuients 

above on both Banks.) As noted, there will be an appendix which will cover 

the proposed lending activity of the foreign exchange by the UDB, and its 

impa..t as it might be of intercist to AID. 

DISCUSSION WITH OTHER DONORS 

No World Bank representative was not available in Kampala for
 

discussion of ongoing and future World Bank Grants. Howevez, a permanent 

World Bank representative will be in Kampala soon. All of our data outlined 

above and in the appendices attached with reference to World Bank activities 

has been second-hand.
 

We talked at length with the local head of the EEC projects. He gave
 

us accurate information about the situation in which we were interested, e.g'.
 

steel for hoes. In answer to a direct question he said the only other 

agricultural project in which they had an interest was a scheme for improving 

the coffee industry, the details cf which he did not specify, but which would 
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involve some U.S.3/45 million. This project: has not yet been approved by EEC 

headquarters and lie had no knewledge of when, or if, i, would be approved. 

Time did not permit further donor contacts, but the Mission is in
 

touch with these people so that sufficient information is available to avoid'
 

working at cross-purposes. 
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ADDENDUM TO THE CONSULTANT'S REPORT 

In addition to the Scope of Work in our contract we have deliberately 

strayed into'several other fields which we believe are important to
 

devuoipmunt of Lihe economy in tile future would diminish
or which a.very 

principal problem of the current recovery--the supply of foreign exchange. To 

this end we attach appendices covering: 

1. The iron and steel situarion.
 

2. Kenaf as a substitute for imported jute.
 

3. Developing an indigenous supply of ingredients for a lead-acid
 

battery facility. 

4. A discussion with UD3 analysts and appraisers about proposed 

lending activities of the UDB. 
 This includes commentaries on other industries
 

which were not examined in de'ail but which infringe on the AID agricultural 

thrust. 

We have also included some recommendations and suggestions which may 

L'e within AID constraints and objectives, outside the possibility of execution 

by the present staff of the Uganda AID Mission. Nevertheless, we think that, 

,.n view of the interest of AID/W in Private Industry, which would be an 

addicional burden on the Missionn, same consideration of these suggestions, 

among others, should be givenl. In our opinion, the present staff is spread 

far too thin for the task at hand. 
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1. The Mission should obtain, on a direct-hire basis or assignment 

basis, an experienced Industrial Development Specialist who would be energetic 

enough to do the following, among nther things, to assist the present staff: 

a. Keep in constant touch with UDB and UCB to be familiar with 

their leudirg, ctiv -ties and the status of ongoin, loaus. 

Special emphasis should be given to matters in connection 

with UGMA and Uganda Hoes. 

b. Confer frequently with Dr. Kinyata who is the head of the 

Industry Division of the Uganda Development Corporation. The
 

Government-owned companies are under his jurisdiezion and
 

since he and they are political entities, it is easy to
 

assume that L.oan or grant funds will be channeled in this 

direction and any great diversion from AID objectives should
 

be promptly "noted. 

c.' Confer with the Planning Commission, Industry Section, to be
 

familiar with the direction of the Commission and to get
 

advance information of industrial development.
 

d. Become acquainted with the officials of the Department of
 

Industry to be aware of their activities and intentions which 

may develop into assistance activities which might assi~c AID 

objectives. 



e. 
Keep 	in constant touch with the expatriate donor and lending
 

agencies--the World Bank and IDA, EEC and international
 

country groups.
 

E. 	Cooperate and ,onf ar frequently with the Mission Director and 

the Agricultural Advisor especially in the areas of their 

interests so that objcectives and agricultural activities can 

mesh with industrial activity. 

2. The Mission should support by any possible means, those
 

industries which, in time, coukd substitute indigenous materials for imporLed
 

items.
 

a. 	Obtain the services of Erwin Sholton to up-date his study of
 

kenaf for Uganda so that a project, revised to current
 

conditions of energy, labor and investment climate can be
 

presented to the Planning Commission, Ministry of Industryi
 

UDB and others.
 

b. 	Encourage, perhaps with IESC,assistance the setting up of a
 

secondary battery lead smelter and lead oxide plant for
 

Associated Bartery Manufacturers.
 

c. 	Follow the activities of the Bearden and Potter Group in
 

their study of the rehabiiitation of TICAF.
 



d. 
In connection with c. the possibility of an iron sources may
 

be develofed. Exploitation of this source, if accepted by
 

the GOU, should have U.S. competence offered on some 

assistance basis. (See supplementary report on Iron and 

Steel.) 

e., 
Should the Kilembe tailings project be pursued by the GOU,
 

the 	production of suLfur and sulfuric acid would help local 

industry immeasurably. 

f. 	Support the iork on fish meal, possibly with surplus American 

equipment which is available on the U.S. West Coast.
 

g. 	Be aware of the possible infrastructure projects in which the 

services ot the U.S. T & D programs, which was referred to in 

a recent cable, could be used to the end that U.S. 

contractors could be employed by the O)U. 

3. 
More logistic support of the Mission should be forthcoming.
 

Uganda is indeed a hardship post and an effort to ease and improve living
 

conditions, food supply, communications, etc. should be made.
 

4. 	We are grateful to the local AID staff and the suppo:t staff for
 

assistance and hospitality which was, under less than ideal circumstances,
 

above the norm to be expected by short-term visitor. Cooperation was never
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withheld and, most of all, was given.,heerfully and with good humor. 

Philip We Ruppert' 

•• i -9
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IRON AND STEEL SUPPLY 

It, is quite apparent that prompt attention should be given to
 

developing an indigenous source for iron and steel. 
At this time most of the
 

Lro,, stid steel product3 which are produced in-country are made from iiidigenous 

scrap. Some semi-finished sfe0. products are imported, mostly as a feature of 

various commodity import programs to rehabilitete and support the iron and 

steel processing facilities presently extant. A significant portion of these
 

semi-finished products originate in Kenya, which are also produced from scrap.
 

It 
is impossible to accurately gauge the availability of scrap withi.
 

Uganda but a consensus of users suggests that scrap can supply present users 

for a period of two to five yers. 
 It is probably inevitable that Kenya, which
 

also uses scrap exclusively in its fabricating industries, will eventually
 

realize that they will soon he faced with a non-renewable source of ferrous 

raw material and will then bin the export of scrap, at least and probably 

semi-finished ferrous products as well. 
In such a situation of scarcity cf
 

indigenous scrao and no nearby availability of scrap or semi-finished iron and
 

steel, the ferrous fabricating industry in Uganda will be even more restricted
 

Lhan they are today and could come to a complete stoppage except for a minor
 

amount of production based on a siaall scrap production (with inevitable higher 

prices for the scrap) derived from current sources. 

The solution to the problem lies in generating usable iron from 

Ugandan natural resources. Froin w.! have there awhat learned is vast quantity 

of reputedly 70% hematite ore in the Kabale area. 
This is a most desirable
 

product from which to produce basic iron, both because of its high metallic
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(70%) content (compared to 53% from U.S. Great Lakes sources and about 60-63% 

from Australian sources) and bec.ause it is low in sulfur and phosphorus which 

makes it easier Lo smelt and prepare the ore for processing. However, to 

.xploiL this dupsiL a railroad line of about 150 wiles (a distance whichl is 

,2)ageatcd) wculd be ,-c~dvd a:'kd while mining could be done by an openpit
 

proc,.-ss, development of the deposit would 
 require such a large investment that 

it is fruitless to discuss the matter for now. It should be noted that such 

ore has a large potential for export as countries in the Mediterrean Basin. 

India and even Japan are buyers of iron ore for smelting in their own
 

facilities. 
 Depending upon the price for the basic ore, transportation costs
 

in p-..rtLcular and efficient shipping facilities, exploitation of this deposit 

could result in a significanL earnr of foreign currency. It is also
 

fruitless to consider smelting this ore in-country at this time,
 

notwithstanding a need for basic iron in Uganda and many other African 

countries. 
The cost of installing reduction facilities for an installation of
 

a blast furnace of economic scale is so large, and the availability of carbon
 

reducing agents and fuel and even fluxes is so discouraging that smelting
 

would have to be considered only after a future mining-only enterprise has
 

been studied.
 

This is not to say that a mining-smelting enterprise in this area is 

inconceivable and it is likely that iron and steel interests throughout the 

world would surely take a look at the area and the possibility of developing 

it. What is needed is a pre-feasibility study to estimate the volume of ore 

in sight and to outline any restraiLts which would exist. A possibility would 

ba financing a Feasibility Study through the Trade and Development program 

'('
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referred to in a State cable received in Kampala on April 13. 
 Krupp (Fried.
 

Krupp Qnbh, Krupp Industrie-undstahlbay, Duisberg, W. Germany) have made a 

proposal for a study of this deposit at Kashenyi Ridge, Uganda dated December
 

1979, together with Allgemine Finanz-und Waren-Treuhand AG, Vienna, Austria 

for the Madhvani Group of Companies. They indicate the ore as "60-65% fe and 

only insignificant traces of phosphorous, titanian and sulfur". No mention of 

phosphorous or any other elements which might be deleterious to the quality of 

the ore. Limestone for flux is available. THey indicate that charcoal would 

be the only source of fuel so they have calculated a mini-steel works of only 

30,000 tons p/a. If there are, indeed, 30 million plus tons in sight, as we 

inve Lieeti told, this is nn --ntzrprise for up to 1,000 years. 

Krupp proposes to do a Feasibility Study to cover the complete 

geological and process descriptior for such a plant for DM/404,000
 

(.U.S.4/170,000) in addition to which all in-country expenses, support, living 

expenses, travel and core drilling rig are to be provided by the Agency which 

makes the contract. Besides our disagreement with the concept proposed, we 

thitk the price"to be out of line for four months work for perhaps four men 

including otte geologist. 

We have found that the Uganda Development Company (an agency
 

concerned with Government-owned enterprises) and Uganda Steel Corporation 

KGovernment-owned but with specific responsibility for iron and steel efforts)
 

have done some work on this and the other iron source to be discussed below. 

In December 1973, A. A., Jones of W. S. Atkins and Partner and F. H. 

Fitch of Mackay and Schnellman (both U.S.) made an, inspection of the area but 

the results were either lost or not disclosed. In any case, no action was 
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Laken. 

In the meantime, also, samples of the ore were taken and analysis 

made. We saw the samples and the weight and apparent purity of the samples 

were almost unbelievable. The analysis we saw was 98.2%FE2 03 ' which 

translates to 70%FE. The impurities were very low and free of phosphate and 

T102 ,
 

A more practical approach 
 to an iron source with a possibility of
 

obtaining iron in a reasonable time frame might be to exploit a source of
 

magnetite tailings from ore processing near Tororo. A small sponge iron
 

facility 	could be set up and the sponge iron product either reduced to basic 

steel in 	a converter or simply melted in the 12-ton electric furnace depending
 

upon the 	type of product needed.
 

Subsequently, we have learned that an IDA Technical Assistance Credit
 

is financing a 31-month study--the firt part to be a Feasibility Study and 

the second part a 
Process De'sign for The Industrial Chemical and Fertilizer
 

Complex (TICAF) phosphate fertilizer plant. 
 Further Krupp made a proposal to
 

study these ta-llings for possible use in an electric reducing furnace plus a 

con/erter for East African Steel. No action has been taken nor has a cost of 

such study been indicated. The Krupp proposal would duplicate in large part
 

the work 	which would be done at TICAF in separating the iron and phosphate 

from the 	ore. 
At present, the process considers the iron as a throwaway but 

if Lhere was an outlet for a very low phosphorous magnetite ore, there could 

be a refinement of the process to Set a cleaner separation between the 

plosphate and the iron. The :echnique, we are told is available in Finland 

and Brazil and was perfected only in the past three or four years. Krupp
 



44 

disclaimed knowledge of such a technique and proposed perfecting beneficiation 

tests. A pelletizing plant would be needed since the tailings would be in 

slurry form but if pelletize and less than 1% phosphorous, pellets would be a 

,)rime feed for the electric reduction furnace probably at East African Steel. 

Since the TLCAF study would run so parallel to an iron study, prompt 

efforts to use the IDA Technical Assistance Credit for an iron study in 

conjunction w.ith. the phosphate work at TICAF should be made. 

It is. unlikely that AID has the capacity, to say notning of the 

fund3, to make sucb. a situdy,, but we will explore the matter with the Planning 

Board who, atpar to have control of the uses of the feasibility funds. 

',V ovly seen. grosd samples of the magnetite tailings but the 

Uvanda 6L eJ : rapioen sb owed, us a sample analysis which is not within the 

1),rametex % s"sgatediby/ KIup,, nor those described to us by others. The 

1 ., 7! . ' 01 

U., I 

UQ7i Qa Q' 

This is material which can be run through a flotation process whikh 

will remove the A12 03, the S102, the CaO and, if modified, by the 

Finnish or Brazilian techaiques, we presume that all but less than 1% of the 
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phosphorous would be removed. 
This would, of course, increase the Fe203
 

(and the iron) to closer to the 58-60% Fe 2 0 3 referred to in the reports.
 

However, the tailings would not be 
useful unless the phosphate was indeed less 

than LZ. l"veu Lhe Lhe presence of T102 would be a s igaificanL problem 

and a competerkt metallurgist would have to determine if the T1 0 2 can be
 

eliminated by one meansu or another. We 
 were told by the Bearden-Potter people 

that a niobium impurity is also present but we have no knowledge as to whether 

this is good or bad.
 

Copies of the Krupp proposals are attached.
 

The point of this discussion is that AID should follow this
 

development closely and, if possible, assist in the study in some way. 
It is
 

unlikely that an expatriate would be interes.ed in this relatively small
 

situatioi and it is doubtful if even a continuing supply from re-activating
 

che TICAF Facility would be attractive. 
Fowever, it is a vital development
 

for thd Uganda economy and AID ihouLd give it all the aid and confort
 

possible. It is doubtful if East African Steel could finance the effort with
 

all its possibilities, but we are sure they would welcome a loan (in foreign
 

exchange/local currency) if it could be arranged. 
 Besides the benefit to East
 

African Steel, there are 'very many small steel users who are shut down (wire
 

products, nails, beds, fencing) who are bereft of steel supplies and have no
 

prospect of getting back, into business and continuing to exist without an

assured supply of locally produced steel and iron.
 

http:interes.ed
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F)tricd. K11u49 G)- b 

Krtpp Ind:tiri;- uJ Slahlihau 

1. C__bjcFtivo 

Stool Corpoiratiofi of East Africa Ltd., owned by the 
Governmcnt of Uganda (51 %) and Madhvani Group of 
Companies (49 %) is confronted with the shortage of 
supp.y on scrap .is input mate:ial for Jinja steel 

works. Lor.g t4 ,i i',ontinuous operation of the plant 
can only bu asi i i'd by utilisation of indigenous raw 
materials, v.z. the Sukulu (Tororo) iron ores, for 
roplacemct 'of-%rap, being a scarce commodity in 
Uganda..Krupp Industrie- und Stah-bau (KIS) offer 
their services Loward: investigation of the'no-si
bilities for tha p:oduction' of concentrates with low 
phosphorous contenn: from the Sukulu ores. , 

During the previous phosphate (fertilizer) production
 
r Industrial Chemicals and 

v'ortllizers Ltd. (TICA). magnetite was produced as 

D' '- o*T.. r-oi ore pre-concentrate obtained 
Ln the*"irst stage of phosphate benfication was 
Nonsidered a waste product. Approx. half a million tons 
)f z&.netite containing a high proportion of impurities
 

vere dumped until pr~duction stopped.
 

I.I 

hese, as well as-the much larger quantities to be
 

mroduced during. t;e envisaged future production should 
kowever be considsx;.od . valuable raw it.aterial source 
*or Ugandan stee:. production.
 

6 feasibility study on "Utilisation of Tororo Magnetite"
 

&Jrearedby Rhei. :,hl Export- und Industrieanlagen Giubfl 
Vor Steel CorpofctLon of East Africa Ltd. in 1968 alread
 

http:considsx;.od
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Fried. K(,upp tltmbH

Krupp inuuz tiv- .t,- S ml b ... 2 

dealt with this Aubject. At this time, however, the 

project was to bc.. based on the actual quantities of 

magnetite produ~ccd whi.ch were just sufficient for the 
envtsaged enlargemont of the steel plant's capacity
 

(170 tpd of st, el). Therefore no efforts were made 
towards the -inal upgrading into high iron-low 

o~ous co 'n; .'.,tes which resulted in proposals 
--- v of a complicated metallurgical

prOc~zus :o.:ist~.'- of 
of 

- pell.tisation of concentrates 

- blast furnace on charcoal and fuel oil basis 
'
 - primary refininc hearth,.,
 

- elect..ic arc furnace
 

An iron '.jo 5t 60 and s Porze. ,iining - % Fe 1.3 as 
proposed by RhaI nstahl, will bce difficult to handle 
w.-thb resp(c-L to caw ;m,. . rial preparat.ion a.d mwtallurgy. 
.Fu~tLarmo2 .e., dsiite mutallurgica . feasible, this 

process' nowhere tn technical apliication. 

Numerous benefica-tion itests were run on :)ehalf of 
Rheinstahl which provide a basic knowhow about the 

ore properties. These tests were not carried out 
to the ultimate consequence, thus leaving open th? 
possibility of recovering high grade pellit concen

trates with .6S ' Fe and 4 0.1 % P. Such concentrates 

aould eai'e-tn i lid-Ilurgica. process to 

- pelletisation of concentrates 

- electric reduction of pellets with charcoal as 

reductant 

- steol making by oxygen top blowing conve::ter with 
the possibility. of using eithex' pellets or scrap 
as cooling madi.a 



This commonly known process permits the substitution 
of sc:cap sme.:in, in electric arc furnaces !y e].eIctric 
reduction c'-Irir ore pellets. 

For continuous operatior. the. existing arc firnace 
(12 t) in Jinja steel plant still provides the
 
possibility of steelmak.ng from fresh or return scrap 
.during'pe.iods of maintenance. Converters of a minimum
 
size of 5 -,,4a feasibly be operated. The
 
alternatives ccnti;iuous or billet -casting wil-l-bc-depen
dent on the finAl plant design capacity.
 

The study offezed herein should investigate the
 
possibilities for the. prcduction of high iron - low 

_Asphorous pelletj from the Sukulu ores and the appli
c=&2On of conventLonIi steelmaking technologies under 
due consideration of locally available materials and
 

utilities.
 

.Duv'-,i the XIS visit 50 kg of raw ore from Sukulu sine 
were collected with a view to carry out tests for 
improvement of the beaefication system, to be based
 
howver on the results,obtained during previous
 
investigations. F.LP'thermore particulax attention was
 
paid t.. the .. t..and condition of the TICAF plant,
to mkini ra.ium of existing and. :: still functioning 
equipment ;.f not considered to be used otherwise in 
tht.. future TICA;P coration, ;or'the upgrading of the 

4 vq
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Y'2 Krupp hIJu-4;J,,' :nid SlahiLou 4 -" 

Rasults oi" teto within the study should lead to. 

.i-hOpO'. o L-6"ursue the project from1 there on 

I •in care t :)6k'proves succesful, elaboration of
 

a feiasib.i.lity study for'the scope of work outlined
 

above
 

b) in case testwork proves unsuccesful, (low phosphorou
 

_o.centxates cannot be obtained), updating of Rhein

stahi Jcport as to costs and advanced technology.
 

Scope of th&'proposed study is detailed blow.
 

2. Scope ofWork 

On the basis of'300 kg (2 drums) of raw ore collected
 

during the visik; of the XIS expert and 'at present
 

stored at Jinja steelworks, KIS propose.to investigate
 

Lte following:
 

2. 1 Scrubb±n" (L ._oxy Scale) 

- SiZe anaiyse.- o.16 the material, as deliver-* 7for :'-:
 

the size range
 

> 5, 5 - 1,.'1 - 0.5, 0.5 - 0.1, 0.1 - 0.04, 0.04 - 0.0; 

0.02 - 0.01, < 0,01 nm 

- Assay of tnc he~ad sample.and size fractions for the 

following,elem "ncs:
 
-'
Fe, Fa t,P2C5. SiO2, A1203, Nb205
 

- Sqrubbi.;*. Zor d:f.erent scrubbinlg periods 

-- Size analY5asssaboVe-ater sp-ubbing 

- Determination of optimum scrubbing period 



2.2 DosLiming (Laboratory Scal.e) 

- Dosliming tests at various sizes 

- Chcwic.al assays of the deslimed material 

- Determination og optimum parameters for deslming takir 

into considerex.ion recovery of iron and phosphate. 
*.---' 17, 

2.3 Magneti: S.parct~lon and ,-Aiiding (Laboratory Scale 

- Davis %ube tests with different sizes after scrubbing
 

and desliming 

- Chemical assays of the various magnetic and non-. 
wag~n~aic DTT-..fao ions,- ....... 

- Elaboration of data--for different grindingL stages 

necessary
 

- Dotoridination of quality and quantity of utilizable
 

6celr
mueti 


.2.4 Mineralogical Tests.
 

Determination by microbicjy~u cau."-ij tests of 

- mineral composition of raw ore," magnetic and non

"'magnetic produc-rs 

-. ir.tergrowth of mdgnetic particles 

4'
 

http:Chcwic.al
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Fric. Krupp GmbHKrupp lndu-,'g,.. :,,nd Slahlbtv 
5 

- 6-

2.5 Somi-technical,Tests
 

SQUei-tehnica1.'tests (scrubbing, deslimgng, ' grinding,
magnetic separation) subqequient tQ laboratory, scale
tOLsts fo.- the proh: tion of J.ow phosphorops peileL 
COnlCegtrzats (. % P)* 2 0 

• 

*.- 1nica2. - ." the products 

2.6 Baneficiation IFlow Sheet
 

-Establishincj of the process flow sheet
 

.BstablishinV of .'hc machinery flow sheet 

'Determination' cf uti.i'.ties requi,..d
 

De.oami;.ation of utilizable portion of the TICAF 
.Pldrit ior the -]6dutlon of pellet concentrates 

- Fistimation of machinery to be purchased 

2 j8 Pelletising. 5!Csts 

- Ie let 'sin.u -th Concintrate obtained for the 
production of high grade pellets as inputnate3r a..:.

for Jinja steeq.,.plant (electric reduction)
 

- Determination 
of binding additives 

Chemical assays of pellets 'produced 

- Physical tests with pellets produced 

- Determination ox utl.ties-required 
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Nrupp hewuab ijad Stahlb,-., 
7 

.9 110dUcLiog Tests 

DOtarnnui6n oZ .ieduction properties of pellets by . a
3.ectric reduction on the basis of charcoal
 

- Dotermination of util'ti'-requiaedg 
 ' 

2.10. Process Description
 

- Benflication 

.- Transport
 

Pe et.,., n
 

*** cctriu reduction
 
.1,
 

- • 

2.11 
 Cost Estimates
 

Estilate oL giobal investment costs Zor
 

- Conoentration.plar.t 
 undar.:due cor.sideration of
available eq'-ipw'"nt at TICAF .. 

....
 . ...... 

.. Material han.e.....n ., -aXIsportto Jinja 

" Pelletising plant
 

-
Electric reduction furnace
 

- Converter plant 
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l<:'J
p , d .%i,-',nd Slahlb:au-
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.2,.U.£es~ii..,
i-12 

Th above result.; w-'- lead to"proposals on the'-f f @hth(.' 
pursuance o0 the projects,...scope. of work aid cost 
esimate for required fea'sibility: study. 

2.13 	 Report. 

Report in 3ng:Lsh language on' the findin as per 	paras

2.1 to 	2.12. 

3. 	 Time Schedu"e 

The estimated time kor elaboration of the studies as 
pr.paras'2.1 to 2.13 will be..6 months from receiving 
.f the sample material'"from Uganda. 

4. 	 *zi-.st Coszsir-ation 

The total ±nvestgation cos"4s are highly dependent on
 -
he t-.twc :oqu-d.
 jpara;2.1 to 2.5, 2.8,'-2.9),
 
COVAoring a~ major Pxoportion Of the proposed soeo 
h
 

srn,~y.OwPts
ot(Works hc'lidays *ofour laboratories 
ending 	 24 July, osts can be inquired.earliest
 
iTzt week and will 'be submitted thereafter.
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I011 .tpo.-PPNSIDERATION OF PROPOSALS 

FOR USE OF SECOND TRANCHE OF WORLD BANK GRANT 

(This should be read in conjunction with the UDB list of "Projects for 

!onsideration") 

On April 19 we visited the Uganda D'velopment Bank and after meeting 

briefly with Mr. Kasujja, Head,. Department of Industry (at which time he 

confirmed action going forwArd 'to 2xtend IDA LCs scheduled for expiration at 

June 30--referred to in a cable to Nairobi on April 20), we met about ten of 

the loan evaluators and loan appraisers of the Bank staff, but without Mr.
 

Iasujja. 

The group was very cordial but while their general knowledge of the 

physical aspects of the project was considerable, their analysis of both the 

-,,conomic utility of the individual projects and their place in the progress of
 

the Ugandan recovery scheme was in many cases weak. We explained in detail 

that the AID program was to be spread over a number of projects including
 

education and rdoec.rch and CIP and that any assistance to industry would have
 

to be confined to those industries which impinged on agriculture.
 

When that was understood (and accepted with less than universe
 

enthusiasm) we proceeded to discus.; in detail some of the projects on the
 

sttached list of 29 types of projects. Those we did not discuss were turned
 

aside as not within the area ouclined above or simply did not have a
 

significant inpact on the local agricultural economy. "There are no calories 

in tea" as a defense against the rather massive input for tea companies 

required--(bu.t, not dctailcl rnr 'the Cona.deration List). 

/
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We started with Item l.--Fish meal. There are several other entities
 

under consideration in addition to those noted and all will be appraised and
 

analyzed shortly. The eventual plan is to have two installations on Lake 

Victoria and one on Lake Kyoga. The cost of each installation is estillated 

(inaccurately, we believe) ai, U.S.33 mi.llion. Jach installation was to have a 

fish meal plant with an imput of 25 tons per day to produce 5 tons of fish 

meal. Cost of auch a plant w.ia to be U.S.3.5 million, which is probably 

somc:what high. We neglected to discuss fuel input for the plant and we have 

never heard of an electrically heated fish meal plant, but in our opinion, the
 

'roblem is not imminent. For example, when we asked what they planned for the 

oil produced we drew a blank ard only when it was explained that oil
 

production was inevitable in a fisn meal plant and excessive oil in the meal 

reduced the utility of the meal in poultry and cattle tied, did they indicate 

that sale to oil refineri=ts:/op. factories= would be a solution, although not 

presently foreseen and planndd.
 

The principal problem revolved around the question of whether the 

balance of U.S.32.5, or less after bare facilities were defined, might be 

insufficient to obtain the two trawlers contemplated for each installation.
 

The problem of getting a trawler of size to Uganda from the sea was 

"overlooked". 
 In our opinion, even the absence of a closer inspection of 

current fishing operations, UDB has little more than theoretical operation of 

trawlers. They said that fishing operations would take place at 60 meters 

depth but when we asked if Lake Victoria was not too shallow for such 

operations, there were blank looks and no response. It is likely that the 

Norwegian assistance they have had has influenced their ideas of not only how 
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to fish but also equipment, cost, etc. We would defer to superior fishing
 

knowledge of the Norwegians but we believe the cost of two trawlers with 25 

ton/day capacity would eceed the less than U.S.t2.5 million allocated for
 

this purpose. There was no knowledge of the size of the trawlers, crew size 

or equipment and operation.
 

Further, we discussed the fact that the inevitable 25 ton per day
 

catch would include fish of a quality too good to be converted entirely to 

fish meal even though after filleting or gutting operations some input to the 

meal operation would result. We asked if input of rough fish, scrap afteror 

filleting from the local small fishing industry would be available to the meal 

plant and there was no reply to this obvious question. From all of this it 

appears that local inexperience with trawling operations and fish meal 

prod'u.tion is entirely absent and there are holes in their judgment and 

.ppra isal. 

It appears that considerable technological assistance and planning is
 

.equired and it should be ayailable from sources other than AID and AID should 

not involve itself in this particular project. 

Item 2--Cold Storage. , We considered this project academic as the 

fresh fish market is alive and well and anything which would not be sold fresh 

would have L ready outlet in tie fiah meal iacility. There did not appear to 

be a real enthusiasm for this project so it was quietly dropped before it was 

necessary to voice a definite disapproval. 

Item 3--Tanning was discussed very briefly but generally agreed that 

until the Ugandan cattle/dairy xndu'stry revived there would be little need for 

consideration of increasing tanning production. 
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Item 4--TEA processing was dropped out of the discussion despite
 

quite obvious enthusiasm of ,h #gup for active attention. Some 

rehabilitation of the tea fac.:0ries seems 1:o be required but most of the
 

requirement is for local currency for agricultural rehabilitation. Wc believe
 

thaL if machinery it required, supply and technical information could be 

better obtained from a source more familiar with tea culture than AID. As for 

the local currency needed, if it is not available from internal generacioi it 

seems more sensible to reserve foreign exchange for other more ue&,*nt Ugandan 

foreign exchange requirements than to convert it to local currency for this 

project.
 

Item 5-.-Paper Pulp was dropped after we explained that they had
 

nadequaLe funds planned for obtaining equipment to set up a plant of economic 

scale. This led to a discussion of local furnish for the mill instead of
 

recurring need for imported pulp. It was agreed that the decreasing local 

forests would be an undependable permanen. surce for pulp, even if they had
 

pulping capacity, which apparently they did aot. Inevitably, this led to
 

kenaf fiber, as opposed to whole-stalk kenaf used in the Thai paper mill,
 

which would make a good paper if they had pulping capacity. Bagasse was also
 

discuesei 'uL when we explained 'he necessity for depithing, storage and the
 

ca:er izdifi-rent paper to be lroduced, in addition to pulping equipmcnt, it
 

was accepted, for the time being at least, that paper was not to be compared
 

as a priority before many other more urgent prospects and, in any case, AID
 

was not prepared to assist in this area. So they will continue to import pulp
 

until a clearer picture of the pulp/paper industry is in sight.
 

Item 6--Safety Matches wa. quickly passed over to our relief, but we
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got Lie iwpression that more matches was not an urgent. problem and somewhat 

lower in prloriLy, 

Item 7--Tractor Hire brought on a most vigorous discussion after we 

i.ndicated that we did not consider this an industrial development directly 

impinging on agriculture and we would not be inclined to support the purchase 

of tractors. In defending our position, it was inevitable that the "track 

record" of the previous tractor scheme appeared to be counter productive. 

After explaining the; term "tric. record" we were assured that this schewe was 

"all different" but' the explanation seemed to be the same performance plan in 

different words. Curiously, this scheme wau one of the most vociferous-ly 

d'efended by the group and at this time we are puzzled as to why the group was 

docile about some of the other projects we rejected and so supportive of this 

scheme. It does not seem to us to have all that priority exceTt that ic would 

probably benefit the larger land owners and farmers more than tht --Iall land 

owners and farmers. So it is possible that there is a tilt in the attitude of
 

the UDB toward large borrowers as opposed to those enterprises assigned to the 

Uganda Commercial Bank which were less than the bottom limit of U.S.3.3 

million of the UDB. 

Items 8, 9, 10--Steel, Hoes and Cascings were discussed as a group.
 

Somewhat to our surprise they volunteered that the "wish list" of the steel 

companies was unrealistic in that they wanLed (1) a lot of money which was not
 

in sight and, (2) they wanted everything to rehabilitate everything without 

indicating priorities. The group suggested that the "wish list" was too 

unwieldly for both of these reasons and they were of the opinion that the 

reques :c 6hould he "upgraded". They explained that "upgrading" meant 

49
 



60 

examining each item requested and, if necessary, revising the price but at the 

same time assigning priorities by items with whole amount spread over a larger
 

period than immediately. However, they want AID to to continue and possibly
 

increase the commodity import program and, if possible, assist in the 

rehabilitation aspect at the same time. In response to our question, they are 

committed to continued rather thtan sporadic support of the rehabilitation 

program with funds ':om others than AID, specifically the World Bank 

LtehabilitAtiouL G1nL. , 

To ou.:: considerable surprise also, they seemed to be aware of the
 

precarious scrap and raw material supply problem but had done no apparent 

homework on it. We sketched lightly what might be done about developing 

Tororo ore and sponge-iron but we might have been talking another language as 

far as their full understanding of the solution to the problem was concerned. 

We think the Bank grojp is a bit bewildered at the magnitude of the 

basic iron supply requiremeni. and they do not as a whole understand all of
 

the ramifications and possibilities prijented in the steel mill rehabilitaLlon
 

program. They Agreed that hoes were a priority item and, as will be developed 

below, a few ocher commodities would develop as the steel plants come up to a 

greater production. 

Since we have treatfed the basic iron supply in another nection o. 

Lhis report, we thought it fruitless to burden the group with another detailed 

set of problems since IFast African Steel is familiar with the situation and
 

the matter will be discussed with them in detail later and the results of that 

discussion will be added to the situation paper. Thereafter, the steel
 

companies will have to approach the UDB for the inevitable development and
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financing of an iron supply project. 

We had the possibly unfair feeling that the group is a bit jealous of 

the technical competence of the steel companies as a whole. However, they do 

apprucLae Lhe importance of iron and steel. in the Ugandan economy and it is 

likely that they will give the.;e things assistance as funds permit even though 

the priorities are not at hand at this time. 

The steel companies have a long road ahead of them to educate and 

cajole the JDB group so that the steel rehabilitation program goes forward.
 

The group is grateful for AID commodity assistance and were most fervent in
 

their request for additional commodities.
 

Since AID has a relativ ly narrow i.nterest in the steel companies, it 

would seem that outside technical advice and counsel to the UDB might be very 

useful. Eitt.er a full-time AID employee who could concentrate on coordinating 

and, if ther is such a -ora, .prioriziig the steel company requests in 

assistance to the UWB Industry Group or an IESC-type who could devote 

full-time for a few nionths to getting the program prepared in an orderly 

manner, is urgehtly needed. This could be coordinated with whatever money
 

which might be allocated to this effort by the Bank. 

Item 11--Bags and Hessian revived a discussion of kenaf and the 

fruitless continued dependence on imported fiber. The group indicated that 

very little or no equipmetat w.P reeded to get the mill up to a greater 

capacity (which a visit to the mill c..firmed) and had considerable interest 

in the possibility that, with an indigenous source of fiber, there were export 

possibilities. There was no positive statement that bag manufacture from 

natural fiber in the East African area was entirely dependent upon imported
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fiber but the feeling was that this was so. Although Items 12 and 

15--Polypropylene Bags, were ai obvious corrollary to the bag problem snd they 

were inclitied to support polvaropylene bag manufacture, it did not take a 

major effort for them to understand the effect on the synthetic fiber bag 

manufacturing industry if indigenous natural fiber could be used. In a word,
 

they bought the kenaf suggeation, we think, even though they recognized that
 

kenaf fiber could not appear overnight. Whether they will use caution in
 

allocating funds to support a polypropylene bag manufacturing effort is a
 

.natter over which we could have no influence. 

We would urge that Shclton should be engaged by AID on a short-term 

basis to re-survey the area and to decide whether the Kenaf Feasibility Study 

should be updated. If the decision i. in the affirmative, he should be 

engaged at once. We know kenaf fiber is produced in Thailand and is sold for 

use in making bags in India, Pakistan and Bangladesh and some was even sent to 

the U.S. where no problem was encointered in using it for bags and Hessian 

Gloth. 

We are'only guessing, but we guess that 6000 to 8000 acres (Sholton 

indicated 6700 acres) would be needed for a kenaf crop in the Tororo area to 

supply local requirements. The UDB group said there was easily this much land 

,vailable in the ztea. A separate discussion of this subject is reported 

elsewhere after we received additional information on the prospect.
 

Items 12 and 15 wer_ referred to above, but there was little further 

discussionpf polypropylene and it is quite evident that there were some
 

doubts about the sensibility of these projects particulary as U.S.32 million 

of foreign currency for each installation is involved. We said that nothing
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should be done until we get . clear picture of the utility of kenaf in Uganda. 

iten, 13--Barbed Wire, is dependent upon galvanized imported wire. 

Not:wichstanaing the need for barbed wire in the agricultural sector, it would
 

seem that the flow of wire from the Last African Steel Company through others 

with galvanizing abilities would influence whether barbed wire was to be
 

produced locally. It is possible that UDB will allocate foreign exchange to
 

buy imported wire for locally manufactured barbed wire for a time until local
 

supplies can be generated.
 

Lem 14--FishneLs$ The fishnet buisiness was reported elsewhere but 

AID should be interested in this business. All of the requirement is foreign
 

uxchaungu for the purchase of synthetic nylon filament and it is pretty hard to 

find an indigenous substance which would replace synthetic filament for nets. 

Apparently little additional imported machinery is involved. 

Item 16--Fabrication/Workshops. Assistance was proposed for coffee 

and maize mill machinery but were not pushed very hard by the group. We will 

try to see them if time permits. If it is simply fabrication of machinery,
 

perhaps UGMA could do the manufdcturing of parts. 

Item 17--Sugar Processing. Sugar processing is, of course, a large
 

business but for the U.S.317.5 million indicated for the five mills to, we
 

understand, primarily convert; local crude sugar to white sugar, we think that 

such refineries are of less priority and usefulness than many other of the
 

needs for foreign exchange. Sugar as produced internally now, without
 

refining to white sugar, appears to be satisfactory. However, some
 

rehabilitation of machinery other than refining equipment is undoubtedly
 

neces,3ary. 
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Item 18--Oil Mills. It seems to us this subje.t should wait until a 

direction is determined as to which oil seeds will be produced under current 

agricultural programs. Apparently, some of the present oil mills still use 

hydraulic presses which are wasteful and uneconomic. Ilhe group displayed a 

surprising ignorance of the different manufacturing techniques but they 

appeared to want to help all the oil mills. Aside from our remarks about the 

uneconomic hydraulic press mills we told them that expellers plus solvent 

extrac..tion was the preferred manufacturing technique even though present 

e.p :llers leave more than 5%ok oil in the cake. This is not only uneconomic, 

since oil sells for a higher price than cake, but cattle and poultry cannot 

tolerate even 5%of oil except in smaller than optimum quantities. Since so 

much will depend upon the agronomic future, and notwithstanding that expeller 

type oil :.ills can handle almost atly oil seed, it mig., be prudent to 

determine the quantities of oil seeds in sight, in addition to the type before 

mvking a major effort to rehtiliLtate the mills (U.S.$9 million for six mills). 

Item 19--Maize Mills. These were enthusiastically supported by the
 

group ever. though all the mills were new enterprises. Further, they are all 

::he same size and at the very bottom of the size of investment handled by 

UDB. Since we were ignorant of jusl: what they did except that they ground 

inaize to an acceptable flour, we said we could look at one or two as time 

permits and comment further at a later time. Later we learned that the UCB 

had financed with local cirrency, a number of small maize mills. It would 

appear that these mills are a somewhat larger version of such mills but noted 

that local currency is the financing needed so the projct did not interest us 

unduly. 
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We took the occasion to suggest thal: someone in the group should look 

into the matter of aflatoxin and one participant at least knew what it was. 

We explained that the only remedy was drying the maize to less than 12% 

moisture and that any maize processing should be looked at to see that 

adequate drying was a part of the entire process. In a later trip we saw some 

old corn at a feed mill which had been cleaned out of elevators, etc. which 

was so obviously discolored by mold that we would expect that it inevitably 

contvined aflatoxin. 

Item 20---Saw Mills. Th'i-.se were not. discussed at length since we 

no'ed that there is a problem of deforestation in Uganda. A massive 

lavestmeuit (U.S.325 million) in six enterprises might end up a disaster if 

forests were further depleted. In any case AID, as a matter of local policy, 

shouJi not consider assistance. 

Itc., 21--Cocoa. The cocoa plantation is apparently a ne: 

1enterprise. The only comnent'w~e cov ld make is that cocoa culture Zvz 

meticulous process requiring careful and frEquent spraying of fungicides. We 

indicated that AID could not be interested in an enterprise about which we 

know so little. 

Item 22--Animal Feeds. This should be the foundation for a poultry 

and/or cattle feeding process. However, fish meal production :.s in the future 

and the oil seed program has only cake which has limited use (beca;.ae of hLgh 

oil content) in feeds. ATD could help such enterprises since, if feed were 

available, small operations could raise poulzry and even a few cattle without 

the necessity for a large, expensive installation. We will get a look at 

these businesses and report later. 

http:beca;.ae
http:Th'i-.se


item 23--Steel (Cast i$ on?) Pipes. This is a project for 

centrifugally cast, cast-iron pipes for which there is a significant demand in 

Uganda. Whether this is agriculturaL or not is a question so it may not fall 

wi~thi the AI program. We saw the installation at Jinja, which was not 

operating, and it may just be idle because E&st African Steel does not have
 

cast iron nor present f~cil'.t' for making it or importing pig iron. 

Item 24--Cement: Uganda Cemerc Industries. The Tororo cement plant 

was seen within the week but the question again arises as to whether 

assistance to a cement factory would fall within the purview of assistance to 

agriculture. We have asked sevecal people why they thought the cement was so
 

poor that it had to be mixed 1:1 with imported cement or cement from the hlitna 

plant. All said that it cracked and spalled. We read somewhere that it 

lacked calcium sulfate. There is a discussion of the problems of this cement 

fitctorr 3lspwhere but the prolems at this plant arise chiefly from excess 

nhos,.cT. o>e N,-.hr ceinent j!qnt- , Ame, was too remute to visit but we 

understand that it needs additions to its present capacity as does the Tororo 

plant which is ojerating at less than 25% of capacity. 

Item 25--Bicycle Tires. These are a necessity in the agricultural 

commurity. The group indicated che was importedc' crying need for raw 

material but also some minor refurbishing of machinery plus an effort to have 

tLe previous management returr.." Cortment on this elsewhere. 

Items 26 and 27--Rehab:iLitation or Ranches and Dairy Farms. These 

-were definitely agriculture but no exact liEt or exact investment in ec1ch 

enterprise was available. It is hai'dly expected that AID would assist large
 

enterprises like this within the cur;ent program. 

http:nhos,.cT
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lems 28 and 29--Processing Coops. These facilities while relatively
 

small, would be impossible until pork and chicken become available in larger
 

quantities than available at pesent. And feed is not only expensive because
 

of the significant requiLumeL." 'or importeci ingredients (even salt') but the 

poultry industry as such does not evenr o-:'st. 

SUM MAK Y 

While a number of enterprises have been put on the l:.st of investmecc 

for the UDB for possible AID assistance, it is by no means assured that 

3ufficient foreign exchange will become ava~lable to finance all of them--even 

on an extended time basis. Further many of these enterprises do not conform 

to the terms of reference of 1the present AID program. Nevertheless, we will 

see as many as we can in the time remaining and we will discuss them further 

after more details are known. 

One further note: the attached list does not necessarily coordinate,
 

either in names or amount with (I) Uganda Investment Program 

L982-1985--Prioiity Industrial Projects--for a total of U.S.372 million or
 

(2) the short list of 25 medium a.id large scale projects for rehabilitation Lo 

be financed by the Uganda Industrial Rehabilitation Credit--total U.S.3152 

million or (3) Summary sheet of small scale industri. '--Uganda Industrial 

Rehahi litaiio C d -- future -opoecais are summarized as follows: 

U.S.$ million
 

Machinery and Equipment 38.65
 

6 months imported raw materials and 
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spare parts 13.22
 

Total Foreign Exchange 51.87
 

A discussion of the UCJ3 is presented elsewhere. The fact is that the 

above discussed projects are only a part of the projects which the UDB will 

consider. Some of them are not even on the gross list of projects 1982-1985 

which amounts to U.S.$372 of foreign currenty. It seems to us that the UDB is 

as guilty as its clients in preparing unrealistic "wish lists". It would be 

helnful to all concerned with assistance to Uganda to have a coherent ind 

complete picture of realij-2i projects and their need expressed in both local 

and foreign currency for both the UDB and Lhe UC3. However, we do not think
 

that the lending staff and its supporters is equipped to make such a coherent
 

report and reinforces our belief that the r:nalyst and appraisal stafts are
 

quite inadequate as channels through which to funnel U.S. assi.stance, unless
 

AID participates in the decisioa and monitoring process.
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OL MILLS - SOAP PLANTS 

With reference to oil. mills, we hav- noted elsewhere that the plants 

we have seen are old and so worn aq to be inefficient. This purview is of 

plants with expellers of various inakes. If any of the plants are using 

hydraulic presses, they should be junked immediately as they would be much 

less efficient than even the worst expeller mills. 

All of the mills needmaintenance attention and repair parts to 

cperaw.e &nywhc.e near a=pacl.. P But they are operating at low fractions of 

capacity, like 25%, because they do not have enough oil seed feed--or least a 

Consistent supply. 

The mills we saw were crushing 1979 cotton seed with poor results in 

that they not only produced oil cake with 5-7% of oil content but, probably 

because of the age of the seed, the free fatty acids were so high that 

prod-.ction of at least 20%, anit higiier, of soap stock re.iuced the edibl3 oil 

content unreasonably. Thus, .Ue vwhole cru.hing operation did not give optimum 

results. Too mu'ch oil was remaining in the cake leaving the plant and the oil 

content of the cake was too high for it to be fed freely to poultry or cattle. 

However, as stated elsewhere, improvement of the mills could be 

delayed for more Lrgent needs for foreign exchange since there are not enough
 

oil seeds to tax the limited capacity of the mills.
 

To this end, a large program of get:ing small-holders to grow soy 

beans is being discussed at the Mission. The activation of such a program is 

beyond our imagination of how it is to be done but the agricultural people 

could point the project in the right direction. Four Lhousand acres at Enco 



/U
 

aGil ReiLneries (Madhvani sugar land) is being planned for two-year exerc-ise 

to provide seed for this oil mill. thereafter, the land will revert to sugar 

told there is plenty of seed available and notwi:hstanding thecane. We are 


necessity of harvesting by hand (and probabl:! planting by hand) ti.L, planters 

hope, by this example, t encourage small-hoilders to plant soy beans for the 

mill.
 

We think that any small-holder prog:am should provide seed and some 

sort of a guaranteed cash market. Just how this should Le done and whether 

the marketing should be via cooperatives or s3ale direct to the mill is a 

problem for the project planners. 

Up to a point, and with some ingenuity, the oil mills can handle what 

might be produced for several yeais. Since the mills can crush any 

seed--cotton, scv, sunflower, sesame and even palm oil--there are no 

manufacturing restrictions as to what oil seed can be grown and since the 

,'Ic.tan.. Zor oil io high loe'1l. and for export, the opportunity for growing 

almo:t any oil seed is extensive. The effort should be supported by AID and 

even backed by c'ontribucions of good seed and possible commodity market 

6upport. 

The corollary soap fact:ories have little or no tallow sources and 

will have to depend upon ap stock from the edible oil refineries for the 

mobt part. Since the oil mills are operating at much t,'ss than capacity and 

normally soap stock should bl :ess % of th. refinery input, iLcreasing oil 

seed production is of the utmost necessity :.f a soap industry is to be 

viable. Soap in Uganda is one of the very scarce commodities in Uganda and 

production of soap is a national necessity.
 



FEED MI LLS 

le visited Vita Feed Mill (Uganda Feeds, Ltd) at Jinja. Their 

iltteest product is poultry f-ed buL thcy also make and sell a re]-ioly tliall* 

amount for cattle feed. Tiley are operating at about 10% capacity but sales 

are slow because the farmers cannot afford to buy feed at the prices 

established at the mill. The prices are high because the imported ingredients 

and additives are high. Also foreign exchange to import these items is not 

freely avilable.
 

Their capacity is about 60000 tons p/a and they want to i'crease 

their production to abour 25% of capacity. The requirements for the tonnage 

is as follows: 

Social Ingredients MT
 

Ize 7000
 

Pollard (from sister flour 'mill) 650
 

Wheat ]ran 1000
 

Maize Bran 2000
 

Molasse - 500
 

880
Cotton Seed Cake 


" wmuoir Sal t 50
 

12080
 

Imported Ingredients M4T
 

Soy bean meal 1125 
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Fish meal 700 

Dicalcium phosphate 275 Value 107,250,000 USh 

Sunflower cake 500 1$260,000 U.S.3 

Ver'ad.. rd m th..stone 100 

Vita-Mineral mix 50 

Sub total 2750 

TOTAL 14830 

Mr. Cook in (ampala has the prices for all grades of firished feed 

made at this mill. They are in" the range cf U.S.$.17-U.S.4.20 per :cund, 

which is very high. Sale of the above amoLnt of feed would require about 

350,000 bags or about 1,400,000 bags at full production, which would be a most 

Siignificant portion of the output of 5 million bags a year of the Tororo "Bag 

Mill. Presently, because of the shortage of bags, a buyer must furnish an 

empty bag for each full one purchased, Such a system would probably be 

continued in normal times so new bags would only be required to Leplace used 

bags which are 6eyond repair. 

http:U.S.$.17-U.S.4.20
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Ugando7,,ags and Hess Mill Ltd-Tororr 

This is a large bag and hessian cloth mill set up about 1969 by the 

Uirla (Undian)family to operaL% on imported jute. The capacity of the plant 

is about 6000/MT per year which would turn out about 5400/MT of bags and 

Hessian cloth p/a - or something in the range of 5 million bags a year plus a 

quantity of hessian cloth to be used or. baled cotton. ihe bags are very good,
 

well-woven and can easily hold 50/kg or more of grain, cotton, sugar or
 

,hatever. The jute used is freirk. Bangladesh and is of different quality. The 

bags : re 5o1d oe" the equivala t of u..;31-80 to the Cooperative which resells 

them at the equiialent of U.S.32.40. This seems to us to be a relatively high 

price but the delivered cost of the jute is probably the principal factor in
 

any unusual cost. Notwithstanding that the jute they use is not of the best 

quality, the freight cost is constant and for a sea plus rail 
transport of a
 

bulky commodity, the delivered cost of the jute is higher than thqt at mills 

.n india, etc., which produce. Oh same product. At the same time a mark-up of 

33% of cost by Ehe Coop seems etcessive if there are no unusual delivery 

problems. The plant is well-managed iy experienced personnel who seem to know 

their business. All Indian management personnel have remained at the miVl 

since its inception, an unusual situation, and the mill operated at greater or 

lesser fractions of capacity until 1981. They were shut down for all of 1.981 

until a supply of jute was obtained in early 1982 when they were g~ven an 

allocation of foreign exchange. Some spares and repair parts are needed and 

there is only a s;mall requirement for foreign exchange in addition to jute for 

special lubricants and fiber cofteners. 

/ /
 

http:U.S.32.40
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We talked to the management about kenaf at some length. They are 

familiar with it, have used some--about 4C0 tons produced in-country until
 

1975--some from Thailand and would welcome a locally-produced kenaf fiber, nz'c
 

alone from the cost standpoint but from the point of view of a constant 

dupendable supply which could keep the mill operating at capacity. They
 

pointed out that at capacity they could supply all the needs for Uganda
 

industry--even though used, bags are a significant part of in-country
 

supply--and iight even have a surp)us 
for export. In fact they indicated a 

reduction in bag price if cheaper fiber were available. 

The fact that they had used kenaf produced at a prison farm in Uganda 

puzzled us until we obtained, by~a singular logistic action, from Washington, 

a copy of a large Feasibility Study of Kenat for Uganda prepared in 1970 by 

none other than Erwin Sholton of Agri-Consultants who we consider to be the 

foremost expert on kenaf in the world. This was like a gold mine of 

inforitation since it waS prepared in 1970, probably the last year of "nornal" 

economic activityj in Ugarsda aeflore t'ae troubles. 

The study proposes a 6700 acre, highly mechanized, one-crop 

plantation in an area near Namulu prison, about 93 miles north of the mill in 

Tororo. This area was selected and approved by the Department of Agriculture 

as suitable for kenaf as it was physically separated from a large area devoted 

to cotton. The separation was necessary because kenaf and cotton share the 

.same pests and they wanted tc leparate thc- crops lest the pests in one crop 

reinforce the pests in the otne. 

The 6700 acreE was determined because that area, at an expected 

production of 3/4 tons per acre, would produce 5000 tons--very close to the
 

T
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annual needs of the mill. Sholton proposed an initial 600 acre experimental 

plot--and this apparently was activated--hence the in-country supply of kenaf 

referred to above. He proposed a programmed increase in area to be cultivated 

to be spread over three or four years to the estimated 6700 acres. The total 

land available .n the area is something in the range of 14000 or 15000 acres 

which could be used to expand the crop if the mill size was increased or an
 

opportunity for fiber export piasented itself.
 

We learned that the 600 acre experiment was funded to the extent of 

about 20 tractors and a large (and expensive) excavating machine, apparently 

somewhat on the order of an over-size backhoe. This latter machine was used 

f,-r digging ditches and presumably to dig retting ponds. According to our 

informant, the IHC agent in Kampala, the tractors are in good shape, needing 

only minor repairs, and even the excavator is still available. All of this
 

equipment seems to be under the control of the Bureau of Prisons. 

The necessity to upaate the Feasibility Study arises for a number of
 

reasons:
 

a. Th study proposes a high degree of mechanization. Not only for 

preparing the fields, but to clear some of the planned area which, while not 

wooded, still require a considerable effort 
to make the land available for
 

cultivation. Mechanization to a significant degree at 
this time may be
 

impossible and alternatives may be necessary.
 

b. In addition to a Orobable lack of foreign exchange to buy the 

mechanized equipment, maiucen.rce and fuel may be difficult.
 

c. 
Whether the area is stilt ivailablc for cultivation can be a 

question. THe prison is still there, of course, but we have heard a story 



76 

Lhat the prisoners were to be transferred to another location and the present 

prison abandoned. The area is supposed to be an area to re-settle refugees 

.rom neighboring African countries. An area of 200 acres is indicated as 

reserved for some activity which might be related to sunh a settlement but 

whether it is or not will have to,,ba learned. 

d. Whether the Bureau of Prisons wlill be involved in this operation 

must be determined. Also whether prisoners would be a part of the work 

force--as they apparently were on the 600 acre experimental plot. Since tWie 

Bureau of Prisons has custody of whatever mechanical equipment survives, it is
 

probably important to confirm the extent of the Bureau's involement with any 

revival of the project. 

e. Sholton orLgLnally proposed that 20% of the acreage should be
 

produced by small-holders, after the 6700 acre plantation was in operation.
 

It was not exactly cler how this was to be accomplished except to point out 

that land clearing and soil preparation to the degree of fineness of tilth
 

necessary should be done mechanically. The examination of the appropriate use 

of mechanical equipment should tak- this factor into consideration. Such a
 

plan works in Northeast Thailand so it could work in Uganda also.
 

f. The area has been deg.cribed as at hotbed of insurgency and the 

security problenm icute. Whether this is true or whether it is another in a 

long list of horror stories we have been exposed to in Uganda should be 

,JeLermained.
 

g. We have also been told that the local inhabitants in the area of
 

Karamoja are not the most enterprising people in Uganda and are more inclined
 

to the "pastoral" life. If this is true it would have a profound effect on 



the decision of whether less mechanization would be possible with consequent 

labor demand. 

A not inconsiderable factor in the Sholton study was the fact that he 

Clait.; Lhat with kanaf instead 6 jute the weight of the bag can be reduced by'. 

one-third. If this is true, it would not affect the number of bags to be 

produced from kenaf instead of jute since the machines would be spinning and 

weaving at capacity with either fiber. But any excess could find, we are 

sure, a !eady market in Kenya. Also, if the small-holder program was 

instJ.tuted the production of 3/4 tons of kenaf fiber per acre would be a cash
 

crop of significant proportions. 

99
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ASSOCIATED BATTERY MANUFACTURES 

They are set up to nake lead-acid automobile batteries and have all 

assembly equipment, charging and forming equipment and excellent space. The 

plant has been shut down since 1978 except for limited break-up of used 

batteries from which they remove the oxide;, melt the clean grids and produce 

lugs. They buy (occasionally) formed plates from U.K. (and Kenya) for very, 

very limited production. Charging equipment (rectifier) is only now being 

hooked up but it is an impressive piece of machinery. Associated battery 

wantr U.S.bi million in foreign exchange to buy lead and oxides to start 

&nin batteries (see attached) paper separators (fiberglass/paper for truck 

batteries) from Kenya, battery boxes from Kenya, and Europe and Japan. They 

can injection mold battery tops in an associated plastic plant. They have 

facilities for mixing oxide but no molds for plates although melting equipment 

and rtands for molds are in jlace. Torches and melting equipment for
 

assembling cells are on hand. The Executive Manager, Mr. J. Mulwana, i a 

very intell'.genE and knowledreable man in a business apparently OVALUiu.40% in 

local equity, 60% in-country (Brits in Kenya?).
 

Recommendation: It is possible that the company is used ad a captive
 

outlet by the 60% ownership, for expatriate profit. If this possible problem
 

can be avoided, we suggest that a small smelter (blast furnace type)--3
 

tons/shift to start, be obtained plus an oxide producer of sinilar capaciLy.
 

There is apparently a plentiful supply of old batteries available so 
they can
 

produce lead (about 3% Sb) and softening can be done to supply oxide
 

manufacture. Molds for plates are needed. Also equipment for making boxes
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(although salvage of old cases is noc .mpossibie) with possible gravity 

casting of boxes or alternatively purchase from Kenya or further abroad. 
The
 

machines in the associated Ship Toothburch facility are too small to make
 

boxes. Separators can continue to be bought from Kenya--it may be fruitless 

to set up the manufacture of separators by slicing from plentif1il cedar wood. 

Market is very large as Associated is the only lead/acid battery 

manufacturer in Uganda. Our eatimated cost of equipment needed is
 

$75,000-100,000-.-but wo will check in U.S. for availability on a personal 

basis. The impact on the agricultural sector is significant as transport by 

any internal combustion engine is impossible without batteries--which 

deteriorate at a predictable rate. 

Activation of such a scrap batte-y recovery facility would, if 

successful, save about U.S. 1 million of foreign exchange p/a and would 

probably result in a lower price of batteries to the consumer as Mr. Mulwana 

has indicated that his margifi of profit would remain constant and any 

return of an old battery
 

reduction in cost would be reflected in the gross sales price. It would also, 

as it waere, expiciL a niatural tesource (the ageing batteries in every car and 

truck in Uganda) since Associated would demand the 

for each new one sold. The merchandising aspects could be worked out so that 

the present 18-month warranty could be extended for the ultimate benefit of 

the consumer. 

A list of baLteries being made and :o be made with theit prices is 

attached. Ymported batteriep %bypermiL arJ availability of fore.Si., -xciinge) 

are about 50% higher in price and the black market price for batteries, if 

available, is 100% higher. 
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While we will check equipment and prices f or machinery in the U.S., 

the reclamation project and oxide manufacture is not as simple as just
 

pressing a button. There is a possibility of in-country construction of the
 

blast furnace at UGMA (and possible operation there). While Mulwana is a
 

capable and intelligent man, he will need some technical help to get started.
 

We suggested assistance trom L"e IESC and explained the costs involved of
 

travel and in-country support but no bai.-y. We also explained the zeal with
 

which most of these people approached a job and their high level of
 

expertise. We did not explore hiS lbility to finance the IESC person but it
 

might be a good idea for AlD co fund such an exercise as an instance of
 

palpable aid to Private Industry development with agricultural implicatiots
 

uLso.
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ASSOCIAr BATTERY MANUFACTURIRS (UGANDA. 

PRICE LIST AS 0:? 15Th1 MARCH 1982 

Cost Price 20% Sales Ta\, 

6)030 1,200. 

6,900 1,380 

6,900 1,380 

7,540 1,508 

6,71k 1,-42 

15,940 31,186 


17,14b 3,428 


20,30.0 4,060 


19,030 3,806 


9,090 1,818 

9,560 1,912 


5,660 1,132 


6,330 1.266 

6,330 1,266 

LIMITED 

Ex-Factory Price
 

7,236 

8,820
 

8,820 

9,048 

10,452
 

19, 128
 

20,568
 

24,)60
 

22,836
 

10,908
 

11,472
 

6,792
 

7,596 

7,596
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12/11 Narrow 6,500 1,300 7,800 

12/7 NS 5,60 1,?.36 6,818 

12/9 LOW 6,700 1,340 8,040 

12/9 VW 6,700 1,340 8,040 

'5/13 STD 5,650 1,130 6,780 

6/17 STD 6,700 1,340 8,040 

6/19 STD 7,150 1,430 8,580 

6-7 9,560 1,912 11,472 

6/13 LOW 5 030 1,006 6,036 

6/15 LOW 5,830 1,166 6,996 

6/17 LOW 7,020 1,404 8,424 

Charging with Acid 1,000 

Distilled Water (20 itrs) 500 
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iANGAS (MACHETES) 

On April 19th we visited Mr. Sugakela at Magigye Farm. They produce
 

pangs from stamped blanks of mild steel tempered to an appropriate hardness. 

Blanks come from Kenya and appear to be quite well made. At :he above
 

factory, the blanks are found on abrasive sCones that are 
constantly being
 

redressed and renewed in-house. After sharpening, the pangas are treated with
 

some sort of liquid anti-rust compound and dried. Wooden handles produced in
 

the rough elsewhere are sanded and riveted to the panga and are ready to be
 

shipped. They are 
sold to the Coops at USh/500 (about U.S.3/6) and
 

subsequently sold to farmers at USh/650 (about U.S.$/7.50). 'Ibis price is 

about one-half U.S. prices and certainly less than other parts of the world.
 

A significant number is sold for export and eventually a sort of in-band
 

opertioa is contemplated.
 

We suggo:sted that, with the addition of a small tempering furnace and
 

possibly a press and dies to stamp the blanks, if one is 
not available the 

IJi,,.s could Ie oh~ein.2d frum "ast African Steel and thus some foreign 

exchange could be saved and even some foreign exchange earned since most of
 

the pangas are exported.
 

We also suggested that they make their own handles out of a dried
 

eucalyptus which is plentiful in the area. 
Raw eucalyptus is unsatisfactory
 

and so an exotic hardwood from the Jinga area is used at some significant 

expenase over in-house production from dried eucalyptus. They will experiment 

crudely and success ia higlIy ,osaible and if successful, they will convert
 

their entire production of handles to in-house.
 

http:oh~ein.2d
http:U.S.$/7.50
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There was no discussion of a tapered blade which might have to be
 

produced by forging or expensive die rolling, and we did not bring the subject 

up. We consider the panga being produced as eminently satisfactory. It is
 

siple and cheap and certainly made and sold at a reasonable price. Any 

attempt to add an exotic feature to the present design would duly increase the 

cost and tius possibly decr.iFa'e the market. It is very similar iLi 11 

respects to machetes we have seen in other parts of the world. Incidently, 

the selling prices renders a 55% margin of profit to the manufactucer!
 

In any case, the pangas are a useful agricultural tool and some
 

liaison with East African Steel or JGMA might be mutually beneficial to the 

agricultural sector and E.A.S.
 



JAG(;kRY (CRUDE SUGAR)
 

Jaggery is a very, very crude sugar produced fro cane juice obtained
 

by very inefficient crushing. 'M e cane juice is evaporated in open pans
 

(Wascac~. thriough four stages LI the final,pan which is nearest to the source
 

of h.at.4 Need1.tus Lo say, the'product is produced from run-of-the-field cane
 

and so contains some foreign matter. It also contains the molasses factor and
 

due to the heat, there is significant carmelizing. The result is a black, 

viscous liquid which is drained into containers about the size of a two gallon 

water bucket where it hardens. .It;s removed and placed in 45k burlap sacks 

and sold for USh/2500--equivalent to about U.S.$/.30 per pound). This 

compares to a current price of gbouv: U.S.75 per pound for white q,,"ar. Wc 

did not inquire about the profit factor but it is obviously profitable as they 

stay in business and apparently have no problem selling the product. 

It is used principally for fermentation and distillation to a local
 

drink (Waragi). A small percentage i.s used as a household sweetner.
 

The prihcipal problem is that the bagasse contains 60',; moisture (a
 

fact we confirmed twice) and so only a small percentage (about iG%) is
 

useable for a heat source for the evaporating pans. The owner had been
 

solicited by an Indian source who had designed an inclined, draft restricted,
 

forced air furnace which would'"accomplish the heating but could be fired by
 

tne wet bagasse. He wanted help in designing and installing the furnace. We
 

suggested he take the crude design to UGMA who could produce a blower and the
 

shell for the furnace, thep line the furnace with fire brick to produce the
 

venturi effect at the mouth of the furnace, and thus use the very wet
 

http:U.S.$/.30
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iOagasse. (Such a degree of moisture indicates that a considerable amount of 

sucrose is being lost.) There is a large pile of bagasse on hand that used 

under the present: furnace, iai addition to ex:pensive and scarce wood, is air
 

dried but still contains an excessive quality of moisture.
 

The real problem is the inefficient crane crusher which leaves so
 

much moisture in the bagasse in the first place. But, apparently, this is the 

same equipment used in many smaill jaggery mills.
 

We will try to find a better crushing machine, similar to that used
 

in some parts of the U.S. for making sorghum syrup and offer the design to Mr. 

Sakagala. Ithardly seems likely that the small installation would justify
 

vhe pre-erc' o an IESC type, even if one were available with these unusual 

Mr. Sakagala is a very enterprising individual. He raises vegetables 

and peanuts and has engaged in poultry and dairy farming. He employs about 

1609. 

The implications of improving crush:.ng and evaporating technology are 

considerable since there are unofficially, about 2000 jaggery mills in Uganda, 

most smaller but very few laro,ir. With ancillary occupat.ions, the JAggerv 

business supports about 200,000 families and so is a significant par.L of the 

Jgandan economy, noLwitistanding tne moral. ,.-onsiderations of the fact that a 

principal result of these operaLions is an alcoholic beverage. It is unlikely
 

that the jaggery could be diverted to the sugar mills even if it were
 

technologically possible to feed it into the sugar refineries Zor conversion
 

to white (or even the brownish sugar commonly used) if only beca., of the
 

scattered locations of the jaggery operation3 and the difficulty with
 

9
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transport. 

A low-key investigation of the cone-cruching problems will be done at 

the Uganda AID Mission and perhaps elsewhere but it would not be within the 

purview of the AID assistance program to m~tke a prodigious effort in the
 

direction of jaggery production. Mr. Sakagala is a very ingenious man and he 

will probably profit from our suggestions. He is still of the opinion that he
 

needs the Indian "inventor" of the wet bagasse burning to install the 

equipment and fine-tune it for Ais operation. But that is his problem and AID
 

would not profit from being r participant.
 


