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A MHovred Yoar cocta well be the averieye of the thooe Coopo noaonn
from 1970 Lo 1972

Agricattvral Tnporee

Refercnee has often boen made for the need of fertilivers and
praticidens but no aitempt har been made to asoens the optinmm
requiroements for wewm yicolde,  Wheore ootimates have bheen
aade Ut e are boacod on the levels of usage prior to the exlraaw
shorteges curently Lbeing cencovntered.

loan Poriods:

Throee periods of loan have beer used; namely 4% years (for
trunxport» 7 yoars (African Development DPank etce) and 1O years
(all others).

In cach case the appropriate period has booen seclected for the
sake of realism, and to suit the circunatances  of cach
projuct.

Intorest Kateg:

Where a loen hae been already negotiated at a specific rate

of intcresl (usually 7 per cent) it has been used in the financial
calculations. Otherwise 12 per cent has been taken for all

other cases.

Finally attention should be drawn to the fact that with major
Commodity Crops - cotton, coffce, tea, tobacco and sugar -
ithe forcign cuchange cvaluatiens represent the nation=]
situation and not just one component unless specifically
stated otherwisc.
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T coite oL urrld over=prelaction of coffce Gaving tho past few yoears,
yomiiLing G Tou et neives opfov tantary dnloevnations o cbryoln i

the volis 0! conorts, Unods was able to wadniadn product ”on,

e veeont vivionl coltence of Prozilicn coffes produclicon has
1ecsdted dn g rapid cocs et dnoprioes,

hee main prot.tea now Tecing Ugondats coffeo vt ry s thid of

quc Tity neintoenosce, which is hecowing incice wingly ALFCTceuly os ohany
of Lo trces b grown old.  The very low coifcs prices poid Lo the
grocor in recont years did pot encourge invesiment in plauting or in
the future of the industry.

Theve are preblens of organisation in procensing and marlieting hbut
thene are of relatively winor imporo nee conpered with thone ob
maintaining @ high level oil produciicn of good cuality borang.

1.2 vroduction

The produc! ion of coffec has settled down to approximately 200,000

tonnes per aanum.  The highest recorded yicld was in 1269 when some
247,000 tonnes were harvested. (rable D1.T p.1%).  Sincee 1973, production
has declined ond there is now serious concern in the country that this
trend will continue unless steps ore taken to rectore the confidence

of growers in the crop.

In spite of a swall hut steady risc in open mortet rrices, payment

to growcrs was held at the same level for four ycars after 1970/71

@ 134 cents por kg. However, the price was increased to 136 cents por

kg in 1974/75. (Table DL.II p.16) It is unfortunate that past digincentives
to produce are now heving their effects,  There has been little ncw

planting ard quality standards cculd become seriously ervded as a result.

The coffec industry is well served by rescarch facilities, however, and
provided that the necessery inputs are available renovation should present
no serious problems.

Both Arabica and Robusta coffees arc grown, the latter accounting for
over 90 per cent of the total productieon. The higher valucd hrabica
coffees arc grown mainly in the Eestern and Weslern Regions, on the
slopes of Mt Flgon and also in the West Nilc, Kigezi and Ankole regions.
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howeror, dn cor iy, Lhe @ Yy planis oie obout ton times groealeor,
Yoo goadey o Lo Bopanta enisocs oo Ary procociod. WEth Zaahica

the v v proc L ooredaninaien, wais g clearly «
the Y7475 ¢ pooooson:

nean in owats for

Wet Dry Total
Proccused Procenoed (tonnes)
Roboui: 92.5% 4,719 {34) 178,701 (979) 183,450 (1o0n)
Ar.’ feu 7.5% 11,145 (74%) 3,862 (26%) 15,007 (1¢5%)
Total 100.04% 15,894 - 182,563 (- ) 198,457 (- )

In the come year, only 33 por eont of Ltha ‘wol' copacity was vood as
opporcd to 814 of the 'dry' copacity. Currently, performunce ot tho
factorics has Leow declining; throo Lorge uwonits ane in need oif total
rehabi Vi tabtion and cquipping,  TIa cevtoin production arecas, thero is caid
to be innufficicnt capacily and thercicre that two Mirther ‘dry plants®
are reguired.

e ———— L

Although the rogiirement for new dry planl scems rcasonable, therc is no
information avaitable by wiich to judge the truc rosition. fThere are no
data from detailed surveys on the structure of the industry, although the
F.A.0. have rccomuended thot o survey should be made. The same diificulty
arises in considering storage facilitics at the processing factories,
Currentiy, there is storage copacity for some 51,750 tonnes.  This is said
to be totally inadequate. To what extont the shortage cluimed is real is
not easy to detevminc. However, it is said that growers have had to take
their coffec back to their farms becausc of the shortage in sctorage
facilities.

There is one other significant reason for supporting an increase in the
storage capacity of the fresh nrocessed coffee. If the farmers can
deliver the crop at the right time it will be easier to maintain quality
standards.  The internations coffee pavrket ie alvoye highly compatitive
and gquality-conscious. Subject to a detailed appraisal of the situation
on the ground, the provision for such investuicnt seems sensible.
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One problem which affacic the whole running of the industry would seem
to be the bottle-necks that occur regularly at the Central Processing Unit
(CPu) at Kampala. The cause is said to be over-stocking with coffee
because of shortage of rail wagons. FElsewhere in this report we comment
on the rail and transport system but improvements are unlikely to take
place in the immediate future. .

1.4 Exports o

The importance of exported coffee as a foreign exchange earner has
already been mentioned. The quantity has grown steadily from around
100,000 tonnes in the late 1960's to 190,000 tonnes in the early 70's.
In the last three years, exports have declined by about ten per cent
mainly because of the lower production.

In the late 1960's, Uganda's export quota under international agreement
was only 120,000 tonnes, thus effectively limiting up to 75-80 per cent
of the total sales. The main quota countries used to be the UK (25%) and
USA (36%). There were no large non-quota markets although the Sudan,
Thailand and Saudi Arabia bought regularly.

Currently, the USA takes about one third of the exports; Britain's
demand has declined to about 12 per cent. Japan's purchases show every
sign of increasing; France, West Germany, Sudan, Australia, Spain, USSR
and Bungary each buy about 3 to 4 per cent annually.

In the early 1970's export prices were of the order of 5000 to 6000 Shs. (
per tonne and have risen to about 8000 Shs. per tomne. Currently, spot !
prices of 20,000 Shs. per tonne are being quoted in the international ‘
commodity markets. In the calculations of foreign exchange, ll, 500 Shs. , !
has been taken as the base. Any higher level would be entirely '

speculative.
1.5 The Organisation of Exports

The full responsibility for finding export markets and for shipping
the coffee rests with the Coffee Marketing Board (CMB) which has
headquarters in Kampala.

The CMB has two sales of-ices overscas. The largest is in London and
services the European trade. The New York office looks after North

America. Agents have been appointed in other countries which are ccnasidered
to be growing markets: Australia, New Zealand and Japan. The offices

and agents telex Kampala with details of prices, offers, bids etc.

Reports from the markets are discussed by the CMB Sales Committee which
meets every Tuesday. After this meeting, offers are accepted and
arrangements confirmed for shipping.

All the coffee is exported in 60 kg Hessian Gunny bags. Robusta coffee
is normally sold in consignments of 100-150 tonnes. Consignments of
Arabica tend to be smaller at 100-250 tonnes. (See Appendix D7, pp 115-117).
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Bvs Ofhes e wiolist opoy o ions ore maroried ta bt thens Lohe Lonaer,

Dry iyer 200 Do /b, policiang Yo tenes/hr cisl endour-r widea b {emme/f
por v, he ity of The e cplicn oilens is 3,000 tosieen while thaot
GO ther bagodr -ni o wilos da 2,000 Lo, ~

N oo tica of Ahe GG Trans ot boen vitdhon !t drtes techur b prebhlons,

|
Dt L A dreawts six weok viedt to doepsla U veo waes @ djor ottde:
nech ot il an-take point.  Altheid rated at 160 tosmes per hoar
poi bring ik thin oo pacdby was oo achieved,  The vedanon s that caring
Lo cturons oDt s, LOO toanes of colfee in cochs b 8 I T S TS A R
thee iu-take Loy, whor Tove every nock dnto the planl hod to be won-
bordlod over tiais stacr belore being emplicd. It wos harndby wavpris b
11t often more than 20 lorries could be seon waiting to vitoad, thrs

a3dling Lo the country's already severe shortage of tvensport.

10 technical maintenance of the plent appeared Lo be udcr control Lut
the general standard of 'house-kecping' and clceanliness was poor,

copecially when there appeared nany unemployced persons whiting for
socthing to do.

The stores at the CPU ciul hold 1.5 willion beygs of coffe, which can

be stored up to three years if necessary. The stores ave adjacent. to a
rail ciding for casy loading. However, thir to said to he a constont
shortage of wagons. As a result, it is difficult to build up stocks

at the godown in Mombasa where theoreticatly up to 750,000 bags cat

be stored for imsediate shipping. The rcal problen is that the CPU
bocomes over-congested because of insuificient rail erpacity. Sone

now bnlk stores are now being built, which will help to overcome tho
problem. The long term objective should be to improve the rail scrvice.

The CMB office in Mombasa makes all the loading and shippin arrangoewrents
directly as well as overceeing the 1,000 employeces at the godown.

1.6 roreign Fxchange Inputs

1.6.1 General

The last accounts for the CMB were published in 1969. Those for 1970,
1971, 1972 do not appear to be available and at the time cf ‘he Consultants
visil accounts sor 1973774 and 19475 were cithor being arepared

o oandited. Tt will Lhorefore be undarsteod that many cotinales

have had to be made.
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trancpovbation bat this wattor e aid Lo require urgept attentijon,

1.G.3 Processing Factories ond Stores

he: sum provided covers the foreign cxchimge requirements both for the
additional new plonts and the reconstruction of existing plants,
together with the increosed facililics for storage. However, as
roponsibility fox the coffee crop is shared botween two Minidstries

somc confusion scems incovitable, a matter vhich night reguire attention,
As yet the CMB bas not prepared in detail a full speciflcation of the
improvements now required for the coffee industry,

1.6.4 Central Processing Unit

The Central Procegsing uUnit was built in 1968 and many of the

conponents ere now showing their age. The pneuvmatic conveying system,
in particular, is in nced of replaccinent and the blowers require a major
overhaul or actual replacemcit,

The air lock wvalves have also served their useful life and can no longer
be maintained.

There are 50 Gunson Sovtex series 423 Colour Sorters with an individual
output of 300 lbs per hour each, i.c. a standard capacity of 5 tons

per hour for the whole installation. At present, only 40 of the
original units are working and therge have lost their colour scnsitivity.




Cn AN VIR R A O 1 § bbbt ienl ot chionld B 53T tonn
I v e g e L T/ Lo per e,
Thi cnnelr oo ot bowt 4oy e - verrs T oen oo Lol ton s

Yoty a
Yo/
RSBV

4,3%5 tonanre
4,050 Lonnee
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day weot, RO woeks in the yeor, the outpud
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shant Y have boon

W x 2% 6x 60

22,500 tors

This quantity covid be expocted to rohe some ispact en the narket,

The originil design enbicinacsd LOD vnivs and ihoereiore twice tho
3 3 i

oulput.,

The precent cmite hoave povsed theds wreful 1ifo and should he replaced,
In the space now ocevrderd py f3{wy 403 unite, 2% Gunoou Sorron 902
Each wiit hans an hourly ocutput of L00 kgz
woking 12% terns for the inclallation.  If &1l the space available
for colour oorLing at the CPD wore utrlized o total of 50 "062% units
co i be dnrtatled, In this case, the annual cupacity would be

uini ts conld be installod,

T, x2x6 % 50 %25 112,500 tous

This would b about 59 pex cent of totul exports.

The total cost of fifly 962 Sortex units would be in the order of 10
million Shs; however on the abeve throughput the total depreciation
and loan intcrest for 7 years would be in the order of 20 Shs per
tonne.  In vicew of the paramount nced for Ugunda to offer a premiun
quality product this investment would seem to he highly prudent.

The price history of colour-sorted coffee is set out below.

Average Price, Ccnts per 1lb.

Year Robusta Roburta
(Plain) (Colour-sorted)
1972/73 34.38 51.72
1973/74 51.73 54.01
1974/75 45.05 47.83

The minimum difference of 1.9 cents per 1b reprosents 43.83 Shs. pel
tonne which provides a waruin of mere than 24 Shs., per tonne te cover
operating zoste and maintonance of the coleur sorting cquipnont.,

In the past, colonr-sorting has bern offered as an ‘extra‘. In our
view all the nigher quality parcels should be so graded, to ensurc
uniformity and confirm Uganda's positicn as a quality coffeec producer.




I.

Pl

T1.6.5 Tro i

In o mowith cr e e loo s v Pl contry teung vl to o meve cerfeo
from d o to e Dactaries cnd o e iaere en to the Con

Procs s Sy Unat i totally dnndoomatog

The oo erative Tronseort Uadeo provides the service for a o
of OO conls per oo D B ver, Poe e e ever et

to duops v vven o of coftes rrem fare Lo Lhe Ok,

It woulsa thevetore ceom escontoel o incrcase the nmmber of
aviad banto o the dnduntry as {ollews:

140 - 8 tome ltorries ooy Dho, OO, 000 -
(30 - 20 tonn: lorvion
( Wosay She, 370,000 =

(30 = 10 rome traiters

Total Ony

[}

1.6.6 Oporal ing Coste/Spares

It will nover be icorible to manufacture all speres locally.
order to heep the CPU and processing {uclories operatring at

capacitics, it is cssential that sufficicni stocks of apores are

available.

No detailed survey has been made of the apmval meintenance ¢

haxge

RN A I

vohicles

Billion She.

28.0

11.25

40.0 million £he.

i

wimom

i

wonts

and therefore a provision of 10 million Shs. has been includeed,

1.6.7 Coffce Marketing Board Expenses

The annual costs of maintaining the CMB overseas facilities
estimated as follows:

London Office

New York Office

Mombasa Office, Godown
and shipping

Market Inteclligence

are

Mi1l Shs.
5.00
4.50

50.00

1.90

61.40

Costs at Mombasa will vary according to the quantities handled in |

any one year.
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1. 6.8 Ionchgn toe o Uviluotion

G ool Tor 0o esepen oo reoudr e gt are foran duee diats capitad
Lo of 7.0 niltoea oy and da rnnal provicion of 78035 millioo
Cn oL to covee opey tineg oo, (e Tole DLV pL18) .

05 tho ase foun Lhat. @ Veyeor loon cin be negotialed at 12 per
e L, the tolal con of Latorest and copaynent s will be 16,65
WATYI0a Bl o b o b b wmann sl Doy chagn exe e e 1 cadreeent ool T

million Shs.

i pure accennting terme, forther provigion Lo replacn Lhe Lrancport
vohicles shovuid Lo wads afior the Douweth projoct year,  Towover, ir

16 Losortht Tt oo and Sovoald Teawn showlo ot tie Tadolry one its
Fool and that thercufler the Conperative Transport Unien could be

reuponsible for dts own financing,

In a full yoor the *standard crop' of 200,000 tonnes (191,200 tonnen
corted) fhadtd yield o winimunm of 2,300 million She. dn hard

e
curtency. At this level, the net forelgn exchange bene it will be
2,105 mill Shs.  The imrorlt coc{ticicnt will b 0.013

In Pable DIV, (h. o8 the effcets of higher o fioe prices are oevaduated.
M. a price of 20,000 shu, per tonne the netk forcign exchange benefit

would b 3,727 mill Sho.  Cenversely, 3iF all costs wore Goubled on an
annual base ot the lower rate of retwn of 11,500 She. toune the net
foreign ezchonge henefit falls to be 2,010 million Shs, with a
corresponding import cocfiiceint of 0.086.
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Voordo o prodestion b Niatoracally Toon dnoa pesilion of chirenic

curpbus, toosaen o enbent bt Leezil rescooted to bwoming oxeecs

yepadvens e Forocores e wng ervort marheus . Siner 1657 Pravil's
chare of uorbd peocesiooon has doactined from BOL to Junt o ovaer 309,
Ve infivene o, howesss, o Lhe wordd s3ituation can SLATT be dranat ke

as sean by the elfoot of frocta, o Jduly, 7%, in e Darana, Sco Paulo
and Southe o Moes Gorads plantoiicis which decinated the 1376/77 vy,
Lrpactatiens are thot Ahis crop 11 be oaly 8.2 million hoas (cach of
GO Lilog), 13 millioa less Lhan wighlt othoevaase have beos oxpeccoed.

The effecl ~n worldd prices was a doubling within two wocks,

Vorlda production in 19765/76 is cxpected to be 72.8 million bags as

prosontes in Pobhie DLV (pa ) where world dota cinec 1908 e vecordeds This
is 7 wiilion bage 1o~ than last yvoear which provided a brwper crop.

The main concern, hovover, is o determine the effoct that the

Brazilion jrosts will have on ihe future wo-ld supply and the pogition

in which ¢thor supplyving countrics 1'nd themcelves, Tables D1V Lo

VITL detaill Ly country producer stock positions, exports for 1963/60) Lo
1974775 ad projections of exportable production up to 1900/81., (P 20-22).

Brazil, with well orgeniscd warchouting tn carry stocks for the leaner
years, posuosed nearly 607 of world producer stocks in 1974/75 (Table
D1.VI). "This will enable her to make available a certain level of
exports, though a drastically reduced onc. ‘'Pable D), VIII shows cxport
availability will be only 3.6 million bags in 1976/77 and will not
return to former levels until 1979/80. As Brazil accounts for over a
quarter of world exports (55 million bags in 1974/75) a supply gap
will be apparent in the next four years. Attempts muy be made to
supplcement Brazilian availability to a certain extent by purchasing
supplies {rom robusta growers in Africa as evidenced by her recent
purchascs fraw Angola and Ivory Coast.,

The position facing other produccrs who are important suppliers to
the world market is one of dilemma; whether to maintain existing
production levels and take advantage of high world prices, or to in-
crease production and secure a foothold in markets where a shortfall
in supply is evident. Colombia, the world's sccond largest producer
and exportcr, is in such a position. One faction within the country
favours {ho former course while anocher has pressed for an expansion of
output by 200 to 300,000 bags to fill the gap left by Brazil. Shoula
Colcmbia not cxpand output, it is possible that African growers may
be willing to take the opportunity of cstablishing tucmselves in noew
markets.
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1.2, Convsa Vien
World coreription ¢ o fee 2o oevnridnyad Lo he static ab about W5 wi11ion
boogs jor e, ST Lano Hajor deporting nooas, as seon in g to Do (e

are Lhee oLl cond e ULSUA, aeocanting Tor 75% of total inmporis,

Pre adin potential Lor incroaod conrumption possibly lics in the 1isinc
Ineoies i Tl Loroge asd the HLO0.SWR. It i significant that ricing incowscs
in Jogun over the 1ot doeeade Loves had 0 connidecabile Pl CLoon Connulnb b
lmports ore carrently over dovble thie level of 1968/09.

The: madin vmcectainty, hewever, 1 what will happen to consuamption now

that. prices bave riren so dramatically and might be expected to risoe

still further with o wjor shiortia1l) not crpectodount B0 e 390 7T o,
There mast b a point at which consumer resistance to prices will appeosr.
If it cion happen in the case of sugar it will probably happen to coffol,
especiolly an tea is a readily avoilable and cireaper substitute, oo liable
Lo a violeut fluctuction in price.,  The tea "heoit! haos boon increasing

in the U.S.A. and even in Brazil, where dascstic prices have been pushed
up Lo miake mace available for cxport, coff.o CONGUPE o 15 reported (o

have falilen cond switaclu d Lo mate toea.
T1.3, Pricoes

Colfee prices are charted in figures D1, £ to TII (Pp 21-26) covering
average Tesclon veckly prices betwoeon Aprid 19710 aud April 1976;
Tuternational Coffee Organisation indicator prices 1971 - 1976 (Pebruary)
for different coffces; and averigo exnport values for all varietis:s

plus that of Ugandan origin betweon 1962 and 1974,

All varicties of coffce appear generally to have moved in unison, with
differentials hetween the grades being maintained, 7Tt is noticeable,
however, that the cffect of frosts has put a premium on the price of
unwashed arabices, Brazil's principal variety., In relation to Ugandan
coffce, it soems that export prices have previously moved closely with the
average cxport valucs of all robusta  producers, never differing by more
or less than a few cents/1b.

The course of coffce prices over the last few vears has not expericnced
such a hoom as was enjoyed by other commodities, The Prazilian
frosts,howcever, partly reinforced by the Angolan situation pushed prices
up to £800 per ton, but they faltered back towards £700. Early 1976

gaw an incrceasing troend, following the earih quake in Guatcnala. Prices
rocketed in April 197G, up to an all time poak of £1400 per ton. Tho
increase is apparently atrtributable to insufficient supplies for shipment
(though this might be construcd as strategy on the pari of Lhe producors).
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TI1 WHCHEITCA, AL TSI RCE AN PROIRCT Iy "TITONTTON
1i1.1 General

The two major vequivonents: for new production capareity have already
been discunsed (Mo, two processing plans and new storage capacity).
Until further deta bave been asscubled, it is not possible to
propare a detaited feasibility study.

Attention has been drawn to two facters which may roequire carceinl
contideration.  Yhe structure of the coffeo indusiry is not,

apparc atly, coordinated by any one Govermnent departuent or
organisation. T currcal ronge of producer prices may not provide
sulticicnt incentive for growers to improve production in

gquality and quanlity.

It iy considerced that a major economic study of the Ugandan Coffee
industry should be undertaken.  Such a detoiled cont benefit/
economic appraeical covering all stages of handling Lhe crop from
production through to marketing would be cssential to the future
planuing and re-organisation  of the jndustry.

It is suggested that the study would be conducted in thyoo separate
phasces.

I111.2 Phose I - Production and Primary Processing

F.A.0. have rccommended that a major study should be undertaken to
assisl the Ugandan Government. on the vertical integration of _
the agro industrial sector which includecs coffce. F.A.0. have i
also recommended that a longer term project be undertaken to

improve coffce quality; and finally the third rccommendation

is that a census of coffec production should be carried out to

establish the health and condition of the coffce trees in the

country so that the full scope of production and rcplanting can

be asnesscd.

In parnllel with the F.A.0 programme of investigation the study
would include a survey of the primary processing and storage
facilities in the country to determine suitability of location,
the condition of buildings and plant., the prescnt operating
capacities and what in-puts will be required in the future Lo
mect various levels of planned cxpansion. Special attention
should be given to evaluating costs and ecfficiencies to cnsure
that in the future the industry is in a position to return the
highest possible price to the grower.
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T11.3 Phiire T1 = HMarkebing Levedoprment Stody

The tornn of roforonce for thin pert of e study mioht include:-

- To dwvestigute ol report on the prosent world
sitvation with rooord o col Toe production anid

congvigction and 1o cvaluote “gture ftrends din the demand
for fresh cotfce and procos:.od prouucts.

- To inves tigate and report. on the prices received in the
main wariiets vis o vis those obhlained by countries
compeiing directly with Uganda.

~ To survey major and potentinl custoners; to determine
requirowents and to evaluate customer altitudes towards
the prodact, the quality of scrvice und any othor
mattcrs pertinent to the improvement of Uoandan trade.

- To identify and cvaluate current sources of market
intelligence and information and to prepoace recomnendations
on the systoms most cuited Lo Uganda's circumstancoes.

The cssentinl purpose of this part of the study is to find out what
has been going on in the market place, and to identify the steps
which should be taken to improve prices, stabilise markets aund
cnhance Uganda's reputation os a majors worldd cxporicr of good
quality coffee.

I11.4 Phase III - Orgonisational Study of Coffec Marketing WBoard

In the light of the findings of the first two phascs, the work in this
phase would attempt to determine the responsibilities and functions
the Coffee Marketing Board should perform.

Having c¢stablished and agreced firm objectives for the future the
final part of thc study will be concerned with drawing up in
dctail the management structure best suited to mcet future nceds.

The report will set out in detail how the following functions should
be organised, administration, commercial, technical, personnel,
managemcnt developuent and training and finally gencral business
planning.

At the outset it should be appreciated that this study will involve

a great deal of rescarch and investigation. 1In the current situation
many rclevant facts and figures are not available as few co-operatives
or indced marheting boards have becn able to prepare and publish
comprehensive annual reports and accounts. It goes without saying
that before major pclicy decicione can be taken on the future
reorganisation of the industry, much time and effort wil have to be
spent in collecting, identifying and eveluating, basic data. It is
also likely that much of the cost data will have to be synthesised.
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150,05 Ceordinaticn of Projoecun

Foiv, O has svaqgestod that L proposs d eomorelrnsive study of the

aaro induniry oooctor of Uy oada (cotion, celfec, tea, tobacco,
curay o cte) ohe 213 Le amdertakon by one monaeg nt consultant
worning in t country [or 2-3 mrontne and onnonted by three
inanantry ong e (bea, culfce and tobacco) for one month coch,

While such o wission can no doubb Goline the broad organisational
styucturce: of the agro indusiry scctor, much dotailed work is

likely to roevcin in entablishing how far the osisting intrastructure
is adcquiate to idmplewcnt the proposals.

Tt is unlikely that the programme of reszarch outlined in this
report will cost leogs them US § 100,000 in view of the cxtonsive
ficldvork involved. Idceally the same consultant team should be
jointly conccerued in the marketing and managoment aspects of the
study to cnsure continuity of thought and purpoce.

As rogords Liming there would scem ruch to be guined if the
proposced murd cting and management study was started while the
F.A.O. tcam was still din the ficeld and before report preparation
was started.

Iv PROPOSED PROJLCTS
.l Manufacture of Drhydrated Coffce

The Bast African Development Bank commissioned a feasibility study
to investigate the possibility of instant coffce manufacture in
Uganda in 1972. The project was undertaken by the Central
Organisation for Applied Scientific Research in the Netherlands.

The basic recommendation was that a 2,000 tonne/annum spray-dried
plant at 12.7 million Shs was likely to be morc advantagcous

than on A.F.D. plant which was expccted to cost 56.6 million
Shs.

There are obvious advantages to Uganda in pursuing this
project in grecater detail. However we recommend that no
further action is taken until the Markeoting Survey proposcd
in the previous scction has been undecrtaken. This study
should provide csseniial basic data about the marketing
opportunities for Instant Coffee.

e e
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Lrice s podd e Growese tor Collee din Uganda
U, contafka
[ e i e e e e e e e
ARAVTICA ROBUSTA
DRILD CHIRRY DRTED CHI'RRY
11967/68 154 88
b 6800 154 108
69/70 90 106
70/71. 134 119
71/72 134 119
72/73 134 119
73/74 134 119
' 74/75 136 125
bt —— — R

SOUKCE: Coffee Marketing Board
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Total Carrv=nver vrocks_of Coffue_in Exporting Mepber Countries®*
RIS SRS SV S SLE AU BRILTER]
OO0 bags
' . - e
Exporticg Momber Carry-over 1969/70 1970/71 1971/72 1972/73 1973/74 1974/75
stocks as at
e e —
PO . ) . -
' Bt 65,336 54,637 54,861 55,635 40,896 49,277
e dpebaan Ml 5,936 6,258 4,946 6,13 4,215 3,500
Colonbia 30 september 5,583 5,635 4,216 5,434 3,839 3,000
Fonva 30 September 286 346 235 209 236 240
Tanzania 3O June 67 277 495 43 140 260
Other Milds 2,933 5,021 5,977 4,330 4,667 3,365
l turune i 31 March [o] 12 4 18 5 36
Custa Miea 30 septewber 206 337 523 180 224 105
Dondngeo s Republie 30 June 68 19 324 173 233 197
rlonador 31 March 1] 241 292 413 413 300
EL talvador 30 Sepltomber 793 1,048 1,427 1,072 773 370 i
Cuatonala 0 September 92 187 297 120 295 10 I
Haiti 30 June 47 63 5% 62 73 156 i
Houduras 30 Beptoemwber 89 165 98 76 190 ]
fndia 30 Soptowber 342 948 768 736 679 598 |
Jousiica 30 soptomber M) o] ] ] o] o !
‘exico 30 september 407 574 892 761 196 675 {
Hicaraqua 30 Seplomber 86 182 309 12 92 18 |
Paniuna 30 September [o] 8 17 6 27 15
Papua New Guinea 30 September 85 136 195 45 88 70
Poru 31 December 423 591 595 5414 422 570
Rwuinida 31 March 0 2 0 o 3] 47
Veieue La 10 septomber 206 168 181 112 137 120
l s L A cas 16,73 | 2,770 32,562 32,553 21,371 28,700
Rotivia 11 Decembor k] 5 11 10 5 10
Reamil 31 March 15,6064 31,611 31,751 31,804 20,780 28,192
Bthiopia 30 September 1,062 1,149 788 06 5613 469
Caraguay 31 March 6 5 10 33 R} 30
Pebustasn 9,131 10,588 11,382 12,876 10,643 13,712
l R IR S0 Sentonber 12 52 33 2 28 25
Gt 10 e plembor 33 51 56 27 2 20 |
Condoneesia L March %13 Tu2 619 457 950 500
Literiag W e ptonbor 13 47 36 13 4 10
Nigoria 2 ptewber 28 i) 16 10 17 91
POAHCAR 2,747 1,314 3,942 4,203 2,762 1,103
Co Nl 31 Mavch 3,504 4,016 4,784 5,619 4,608 5,812
bl 3L cwuber 1 } 12 (6] o] 51
Codierra Leone 0 Teptenber 53 118 2 (o} 0 0 |
corrinidad s Yobago 30 & optonber 9 o] ] [¢) 0 o |
Pdganda 30 Septouboer 1,913 1,530 1,254 1,001 1,759 1,800 ]
| Laire 0 $optecher 753 057 587 126 u23 1,100
L. a
' t Inclules Canercon, Gowt ol Afcican 2ep, Cango, Daborey, Gabon, Ivory Coant, Maulagasoir and Toyo,
* International Coltee Organisation,
— .
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Exporting Monboy

SOTAL
Coloubian LARIGE

Colambia
Kenya
fanrania

Other Milds

Burundi
Costa Rica

Fouador

Bl Salvador
Guatemala
Halti
Honduras
Tudia
Jamaica
Muxico
Nicaragun
Panama
Papua New Guinea
Peru
Rwanda
Venezuela

Unwashed Arabicas

Bolivia
Bruzil
Ethiopia
Paraguay

Robustas

Ghana
Guinea
Indonesia
Libcria
Nigeria
OAMCAF +
Angola
Timor
Sierra Leone

Uganda
Zaire

Dominican Republic

S I I

Trinidad and ‘T'obago

Table 13 VI

rtos Iy

s

1968/6n - 1974/

000 bags

Frgoo ting Monborn® o Al Deot i

21

* Intcrnational Coffee Organization.

+ Includes Cameroon, Centxral Afxican Rep,

and Togo.

Congo, Dahomey, Gabon, Ivory Coast, Madagascar

R . ) Octubor-Goptander
1008/Go | 1069770 | X6T0/71 | i/ 1972773 | 10 Thoga 7
ipre iainae !
he a9 53,585 | 52,814 he,0na | 50,770 | 57,000 5,010
2,174 6,370 7,001 U, 366 8, 5 g, 41 9,452
6,534 6,874 6,331 6,%87 6,255 7,408 7,542
771 799 953 1,079 1,200 1,224 1,083
863 717 €60 800 1,001 6HO )
10,5%9 11,122 | 10,798 | 12,761 | 15,292 13,267 ENTEAN
249 260 319 398 380 271 544
1,112 1,067 1,020 1,240 1,456 1,337 1,385
403 479 447 492 619 534 406
749 750 727 921 1,051 945 927
1,819 1,874 1,521 2,19 2,425 2,278 3, 500
1,541 1,697 1,563 1,812 2,051 1,909 2,764
308 275 358 398 321 310 291
364 470 379 560, 686 477 #57
580 389 635 668 941 826 1,013
9 13 16 17 16 16 17
1,478 1,627 1,511 1,664 2,409 1,855 2,172
459 508 473 523 758 525 566
20 30 27 32 41 24 18
348 399 416 470 667 587 663
689 779 731 820 1,010 511 684
199 217 229 232 245 508 111
270 288 325 318 214 348 133
20,539 19,574 | 19,467 | 21,011 19,8%0 16,340 ! 15,885
53 62 54 65 77 61 77
19,137 18,149 18,068 19,460 18,316 15,273 14,808
1,321 1,341 1,332 1,426 1,392 964 910
28 22 13 60 65 42 90
13,547 14,499 14,605 15,916 16,091 18,131 13,530
46 56 49 66 61 40 60
132 173 103 7 122 40 50
1,558 1,435 1,302 1,329 1,566 1,890 1,647
64 78 78 84 104 7 69
65 42 63 70 36 19 21
5,114 5,497 5,711 6,413 6,278 7,726 5,717
2,779 2,677 2,756 2,993 2,919 3,647 1,903
43 58 65 82 go 65 76
80 102 95 238 194 53 106
45 42 69 51 46 17 7
2,670 3,197 3,032 3,10 1 3,611 3,283 3,035
951 1,142 1,282 1,364 1,074 1,277 739
e e TS SR y-—a— W Al A A A A et = . -——— o a—
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1uport 0 J-'.v-/_‘._n( !_i‘_f*_f ."_-'?_'*'l oot ok
Projoccion For even veers 10 ek T 1
OO0 bags

Exporting Menber 19747715 1875776 1976/77 1974/78 19978/79 19749 /80 1980/11
TOTAL 61,247 | 53,609 | 40,749 | 83,622 | 60,045 | 62,004 | 70,188
Coloubinon 1ilds 9,M7 9,390 9,L72 AT 4,802 9,470 10,006
Colombia 7,58 7,22 7,345 7,487 7,567 7,066 7,753

Kenya 1,061 1,158 1,148 1,217 1,247 1,276 1, 306

Tanzsnia 196 920 989 1,008 1,018 1,028 1,047
Other Wi L 14,50 13,806 | 15,074 | 15,498 15,919 | 16,301 | 16,014

burundi 03 277 467 482 4906 516 541

Costa Ric. 1,288 1,380 1,456 1,489 1,526 1,563 1,495

powminicor ablic 540 hHG 5065 515 Ha4 593 602

Fecuador 1,080 601 1,112 1,153 1,194 1,235 1,276

E1l Salvado 2,573 2,218 2,472 2,537 2,501 2,650 2,720

Guatenala 2,000 2,188 2,120 2,210 2,225 2,250 2,300 !
Haiti 306 375 380 s 390 396 402 E
Honduras 715 615 640 661 [ 71316} 705 730 :
India 932 992 930 965 1,010 1,045 1,080

Jamaica 12 15 15 15 15 15 15 o
Mexico 2,050 2,093 2,136 2,230 2,323 2,416 2,510 !
Nicarugua 570 638 6h6 014 692 710 728 '
Panama 29 40 40 45 45 45 45

Papua New Guinea 641 695 655 680 705 730 755

Peru 592 580 768 805 843 880 918

Rwanda 318 328 338 347 357 367 377

Venezuela 420 265 254 245 237 229 220

Unwashed Arabicas | 20,500 14,820 5,089 10,623 15,551 22,394 23,622

Bolivia 54 80 80 85 85 90 90

Brazil 19,688 13,700 3,600 9,100 14,000 20, 8OO 22,000

Fthiopia 713 1,000 1,369 1,398 1,426 1,464 1,492

Paraguay 45 40 40 40 40 40 40

Robustas 16,795 15,623 17,014 17,989 l8,743 19,189 19,646

Ghana 59 60 60 60 60 (fle] 60

Guinea 92 95 100 105 110 110 115

Indonesia 1,665 1,700 1,797 1,838 1,879 1,920 1,961

Liberia 75 73 74 74 75 75 7

Nigeria 50 60 60 65 65 70 70

ORMCAF * 7,289 7,316 7,640 7,830 8,019 8,219 8,408

Angola 2,820 1,900 2,400 3,000 3,400 3,47 3,510

Timor 74 59 74 84 24 90 90

Sierra Lecone 130 155 160 170 174 184 190

Trinidad & Tcbago 63 45 45 45 45 45 45

Uganda . 3,071 2,970 3,439 3,518 3,597 3,676 3,765

Zaire 1,007 1,130 1,165 1,200 1,235 1,270 1,355

— wem SN SIE OB EE - N B S B A S A A A S aEE =

* International Coffee Organization.

+ Includes Cameroun, Central African Rep, Condo, nahomey, Gabon, Ivory Coart,

Madagascar and Touo.
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Rep vt s Coffae

Mowher 19¢: /o0
sOt ) AL Ml rn AR, Fh
s 20,741
de s 17,8,
Pl 1,190
Deniark 1,012
Wa it oy G240
rance 4,090
ITroYoand 26
Ttaly 2,610
Hether ) 1,907
thiite o Bing!? 1,700
Other i 20,00
Australia 344
Austria 411
Canada 1,445
Cyprus 20
Crechoslovakia 270
Finland 878
lHong Kong 652
Israel 140 ;
Jupan 980 I
New Zealand 66
Norway 605
Spain 1,111
Swoeden 1,7¢8
Switvzerland 867
Yugoslavia 618
Exporting Munhers 13

* International Coffec Organization,

Table D1, IX

Traort.

196870 = 1974/

1000 bays
1669/70 197071 1071/72
[ S AU

51,935 54, 1 51074
2L 24,00 20, 31
18,715 19,258 20,700
1,271 1,169 1,301
1,087 1,00} 1,136
e 10 H,003 5,323
4,130 4,27% 4,509
32 30 17
2,64 2,901 3,01
2,113 2,148 2,31%
1,969 2,111 2,212
1,257 10,830 10,8%
IRG 379 354
417 437 537
1,497 1,663 1,528
29 25 28

282 243 239
1,009 772 828
528 487 9%
129 118 116
1,432 1,300 1,432
107 108 118
682 561 701
1,294 1,312 1,251
1,817 1,740 1,848
1,041 1,078 1,203
Go7 601 617
13 18 13

P Tty Pros SV Soarees

1972113

57,102
23,480
21, %0

1,387
1,037
5,84
4,716

k13
3,236
2,357
2,710

12,389

448
517
1,585
il
342
975
343
123
2,318
77
651
1,330
1,852
1,110
687

11

e e —— e

1973/74

20,100
22,705
21,71

1,373
1,006
h,474
5,065

36
3,519
2,091

2,552
12,303

440
517
1,587
21
299
1,143
445
179
1,795
91
654
1,444
1,885
1,071
812

26

1974/70%

ot

L, B A0
14,710
m{h{ﬁd

1,485
1,007
6,679
8,92

3
3,118
2,10
1,767

12,445

478
567
1,496
26
344
1,020
279
175
1,853
110
601
1,467
1,805
1,1%6
1,065

zl
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APPENDIX T2

COTTON

I THE PRESET STIVATION

Cotton wae {izst introduced to Uganda in 1903 and was destined to
be the crop to make the country rich. Moot of the crop oren is
made up of very rwall production wnits, with perhaps as wany as
2% million growers.,

Bxports in the pask have often excecded 80 por cent of production
with an wnnul value voawally in exeess of C5%0 willion Shs. Uganda's
cotton is not of the highest qualivy in relation to world production,
but stapte length, good grading and presentation give it a

position of high regard among the leading buyers.,

Since .972/73, cotton production has fallen by GO per ceont mainly

owing to lov growers' prices, lack of inputs, disorganisation

at the ginnerices and, whove all, the currcent move of growoers

towards canh crops for food. ‘

Until the production proizYems in the industry are resolved, it |
is difficnll to see how output can be increacsed. Currently

ginniny capucity is being raised which should reduce th:e ‘apparent'

congestion ul the ginneries. As a result the cooperatives will

have greator flexibility in their delivery. Price is likely to

remain the major constraint to increcasing production.

1.1 Production and Trade
1.1.1 Variety and Quality Grades

The varictics of cotton grown are BPA and SATU. Both are similar
to American Upland Cotton.

BPA is longer with a staple length ranging from 1 1/8" - 1 13/16"
SATU variety is a bit shorter having a staple length of 1 1/16" -
1 3/32"., SATU is shorter and coarser and easily mixes with
artificial fibres. BPA is finer and thereforc produces a finer
yarn.

There are two Grade Classifications, one for internal use only,

and the othcr for grading exports. The internal standards are

"AR" and "BR" and cover both BPA ana SATU varieties. The esseniial
purpose of the scheme is to control quality upon which paymcnt is
made at the ginneries, "BR" being for waste and faulty material.

The export grades, which are equal or supcrior to the internal
"AR" grades, are as follows:-

BPA SATU
UGAN UGAX
UGAB UGAT
UGAP UGAS
UGAA UGAD
UGAC UGAC



"

Lvevo s Micronaire values cre as follows. BPA s 3.6 to 4.0;
SNPU an 4,0 - 402, Usuully count drpends on the reouirements
of the yorn bat e standard count for Losnda FPA colton is

about 00 counts and for SATU O counts.
1.1.2 Trends in Produc! ion

During the 1°70's to 1950's, preduction of cotton slowly increased,
reaching more than 400,000 bales* for the first time in 1958/54.,

The highest prodoction recorded was in 1909/70, when nearly

467,000 bales woere packed.  In recent yeors preduction has scriously
fallen to an estimated 160,000/170,000 bales o year.

(Table D2.1 p.39).

The last 'normal' year sor the industry can be taken as 1972/73
when the production was 429,146 boles. The average for the
preceeding five years was 428,443 balc, and the 10-yoor average
417,625, over the whole of this period there were Lo years of
abnorimally low production. Only in 1961/62 had there over

been a dramatic reduction in crop.

The 1973, productica fell te 270,000 bales and again the following
year to 171,000 bales, Estimates for the crop curren. ly being
harvected put it at no higher than 160,000 bales and it could

wcll be less.

The reunons for the decline are numerous. The price paid to

the grower is conusidered to be the main problem. As a resvlt,
growers have turnced to more profitable cuash crops, particularly
as it is often possible to double erop land by doing so. Lack
of fertilizers and pesticides hus also been a problem, with
growers finding their yields uncconomically low. In some areas
yiclds of 370 kg of seed cotton per hectare have become the norm.

The following producer prices have bcen paid in recent years.,

Season AR (Shs/kg) BR
1967/68 1l.10 0.55
68/69 1l.10 0.55
69/70 l.10 0.55%
70/71 1.20 0.55
71/72 1.25 0.5%
72/73 1.25 0.55
73/74 1.25 0.55
74/75 1.35 0.55
15/70 1.75 0.55
76/77 1.90 0.55

It can be c=zen that between 1967/A8 and 1974775 prices paid

to producers only increased by 22 per cent which lends substance
to the contention that low growers' prices have been responsible
for the decline in the crop.

* Bale weight 185 kg.
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Loroa Distrilwticn of reduction
et o le of Lhe disirsbution of cotbben procfuction by ginnery aro
et oond Ao Petie DUCLT (pLA0) . T dhe roreding section, the crop

In 1970773 van shovn to be reatonably roepiesontative of the nocail
prodection until the vecent collapse and Chorefore provides a

baoco fov couparison.

Thee virdcoty 841U woz planted on about 46 per cent of the arca
and the s cuainder wos LPAL LAYCO followe by TESO #ve the
regi-ns with the Jargest peoduction of $ATU while BUSCTA not
only preduces more DPA Lhan any other region bat has the
highest output of all regionn.

The long-term production trends ia the individual arcas are

not. 50 casy to identify as sowe reports have indicated. For
example, the immediate trends before 1972/73 are in many instances
dircctly opposite to those which were apparent in (say) the 1950's
and carly 1960's.  Such a situation wakes it difficult to match
ginning capacity to regional production.

The current fall in production might be cxpected to create two (
particolar situationz. First, the apparcnt distiibul ion might !
becone considerably distorted., Table D2.1TT (p.41) <uggests

that the fall in €ATU production has been offset by an increcase in
BPA.  Both have in fact fallen consideranly, but least severely in
the more dmportant (traditional and other) proeduction arcas. The
sccond jponcibility is that the quality of the cotton might have
declined. Table D2.IIT1 also shows the perceentage of AR bales
(cxport quality) in the total production. In both SATU and BPA
quality standards have actually incrcased as perhaps the more
profesizional growers have been reluctant to reduce thoir plantings.

Ginning performance for the years 1970/71 to 1974/75 is summariscd in
Table 2.1V (p.42). It will be seen that the coefficient of ginning
has romained very constant over the years. The main faults upon
which the cotton has been graded have not increased in spite of

the difficulty in maintaining the ginning equipment.

1.1.4 Installed Ginning Capacity

In 1972/73 there were 53 Ginneries (See Table D2.IV .42) with a
total of 1736 -ollers. The estimated production capacity for
that ycar was 421,000 bales although in fact more than 429,000
bales were processed.

By 1973/74 the actual number of ginning rollers had fallen to 1222,
mainly because gins were out of commission. Also the lack of cotton
to procuss meant that many ginneries were working well below capacity.

In the last two years most of the ginneries have been chronically short
of spares and this has badly affected procduction. There are some
instances in which the output of the ginneries was so low that local
farmers were not able to get their cotton processed. Together with the
severe shortage of local transport, many crops have been lost altogether.
These factors alone would influence the differences in regional
production outputs previously referred to.
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T.1.05 Tnereasing Gianing Cupacity

It is the Uyarisn Goverawent's desive that. the total ginning capacity

in the conniry vhould b increased Lo process L00,000 bales per annum,

A scheme han been drawn up to build three new ginneries and to
yehablilitate 6 othiers; four old ginneries will be inecrcasced in size.
Acoshown in Tobde D20V (9.43) the ertirmated national capacity
resultiag froun these divelopments will be in tue order of 483,000
bales por anpum which is not signiticantly shori of the targct of
H00,000 buales.

One of the purposes behind this developrmit is to increase the

ginning capacity in those arcas where it is hoped the cot.ton crop

will be doveloped in the future. Without a deteiled survey of each
preduction avea and the ginneries servicing thom, it is not possible

to determine if capocity is in bulance with production. The imprescion
however can only be that present copacity is sufficicnt to meet all
rcasonable dewands, ond that it is unlikely thal the now capacity

will be requived for some time to comce.

201,06 Exports
xporls of raw cotton since 1966 arc set out in Table D2.T (p.39). I

It will be scen that on average, 65%,%00 tonnes of cotton have been
exported each year; in other words about 83 per cont of preduction.

Uganda exporls cotton oll over the world. Japan is the most important
customer and absorbed 22 per cent of the total export in 1973, Japan
has therciore supcrscded 1ndia who hLas bought nothing since 1972. 1In
recoent years, lieng Kony has increased her intercest taking about 12

per cent of the total cxport. West Germany and the United Kingdom
have both becen regular purchasers.

The average cxport f.o.b. prices for lint have been as follows

1971/72 77.84 US Cents per Kg.

72/73 74.90
73/74 115.54
74/75 129.98
75/76 130.65

Since 1971/72, prices have risen by 68 per cent; producer prices
in the same period rosc by only 40 per cent. This indicates that
internal funds were availeble to keecp the industry healthy from
self generated sources.

The prospects for the future in the export market are discussed in
Section II. pp 36-37.
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1.1.7 Liowe Marhaot
The bow marhet for baled Pint has £luciuated botvoen 10,000 and
16,000 tomes but on ave vage 14,000 tonoes (75,000 Lales) of lint
have Leon boaght jor locn) sonufaciure although recent requirements

have Loeon lowier.

The plans of the National Textilenlooerd assume that domand will
inereanne at possibly around 8 per cent per anpum.  Therefore for
the nent five years a requirement of well over 20,000 tonnes can
be fTorecast.

The local mills have paid the following prices for lint.

1973 /72 538.57 Uganda Cents/Kg
72773 632,50 (f.o.r.)
73/74 941.98
74715 736.00
75/76 830.00 (AR SATU)

These prices arc subject to u rebate of 1.08 Shs. per Kg for
non=incurred export duty which is otherwise chargoeable.  The

National Textile: Hoard maintains that thece prices make it diffieult
for & will to export competitively, although this claim seems
difficult to justify. Perhaps the opportunity could exist for

the mills to enter into longer term fixed price contracts which

would help to guirantee producers a fair return and at the same

time safcqguard the interests of the mills.

1.2 Structurc and Organisation of the Industry
1.2.1 Production

Most cotton growers have becn grouped into cooperative societies
who are responsible for tbe distribution of seeds, fertilizers,
pesticides and working capital. At harvest time the society
collects the cotton and transports it to the ginnery.

The ginnery itself will also be part of a larger cooperative
which will pay the Society who will in turn pay thec grower.

This is apparently the theory, but evidence is coming to

light that not only have there been considerable delays in

paying the growers but that for one reason or another both

the societies and the coopcratives have come into deficit
situations. At the present time, the banks are very hesitant

to give extended credit in any way whatsoever. In this situation,
there seems to be an urgent nced Lo identify and roctify the
shortcomings in the precent structure.
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In prowntarng o crop, cxnbersion scrvices provide nn essential vehicle
for d vileprrmt. Not only is the estoblishwment now reduced, but those
stoff dn service ore clwost without ooy [icld transport whaluoover.,

1.2.2 Marketing

The Lint Murketing Board cane into hoeing in 1959/6¢0, but it was
nct given total responsibility for marheting the crop abroad
until 1970,

The Foard provides an inspection scrvice at each ginnery to ensure
that cvery batch of 50 boins conforns to the stated grade and weight,
This high level of quality control haz been very largely responsible
for the reputotion Ugundan cotton has established in export market.

The Board sells mainly ‘on sight' ie. bids are made after samples
have been inspected.  The sale contract makes provision for arbitration
should dispute arise over quality.

The Lint Marketing Board has telex focilities but has no official
representation in the main importing countries, other than the

cotton brokers. Bearing in mind that in a full year exports are valued
at over U5 $ 40 million, some attention should be qgiven to strengthening
the information buse.

The total abscence of world commodity press reports and economic
journals would seem to make it difficuvl: if not iwpossible, for a
marketing manager to prepacc forward plans.

The narket for cotton is highly competitive and Uganda must do all she can
to compete on cqgual terms wilh the opposition. One arca for cffort is
long term economic planning but this cannot be done without information
obtained from all over the world.

1.3, Foreign Exchange Requircments
1.3.1. Production

No one organisation in Uganda takes total responsibility for the
development of the cotton crop and its marketing. Therefore the
total foreign exchange requirement has not been accurately identificd
and evaluated.

The followingy assessment assumes that (a) realistic farm prices are
paid (b) the inputs in chenicals and fertilizers are available

and (c) there is no hold up in transport or at the ginneries
themselves, Subject to these conditions the present level of
production could be raised to the 19/2/73 ‘norm' of 430,000 bales
within three ycars.
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The following minisum inpuls would be roeanired, say,
825,000 tins of DOT Powicr = 33 She, say = 28,000,000 Shs,

5000 tons of compound fertilizer @ US $ 100/tonne

600 Shs./tonne = 4,000,000 Shs,
(Totil say = 372,000,000 Shs.)
The base proaduction arca has been taken at §2%5,000 Ha. It sccons that at

this level further increasce in cutput could be best achieved by (a)
greater usage of feortilizex and (b) better cultivations etc.

1.3.2 Ginnaries

Currently a major programme of ginnery reconstruction and rehabilitation
is being undertaken. A loan of Shs. 52 miilion has becen raised through
the Mrican Development Bank at 7 per cent interest. The forecign exchange
compenent. is 39 million Shs. and the scheme is expected to be completed in
4 years. Supervision of the loan is by ihe Cooperative Bank.

The projcct involvers the construction of 3 new ginneries in TORORO, KASESE
and EFR; the rebabilitation of 6 old ginneries at KASANO, KACHURNBALE,
NGETIR, KITGORM, CULU and RUINO CAMP; raising the capacity of 4 other
ginnerics = IKI-1KI, KABOLE, KABULUBULU and JERBER.

The cstimated requircment for foreign exchange for annual operating
expenses are as follows.

- Spares say 5,400,000 Shs.
- Other Consumables 2,000,000 Shs.

Total 7,400,000 Shs.

1t is understood that there are virtually no lorries to service the
ginneries. Provision for 2 6/8 ton lorries per ginnery has therefore
been made. 108 lorries at say 200,000 Shs. each would cost 21.6
million Shs. The total life is put at four years; therefore a
further 15 per cent is added to cover spares making 25 million Shs.

in total.
1.3.3 Lint Marketing Board

The Lint Marketing Board incurs the following expenses which are
payable in hard currency.

Expenses at Mombasa - Administration
- Godown

In a full year 2 million Shs. have been allowed.

Selling expenses including sea transport are estimated to be not less
than 10 million Shs.

To cover these costs, 12 million Shs. have been allowed, Provision of
3 million Shs, for contingencies raises the total to 15 million Shs.




1.3.4. Foreign Exchange Evaluation

on the basis of the estimates made in the previous sections a [ull
an:lyueis of the current and future foreign exchange position is set
out in Table DVT (p.44),

The calculations are based on constant prices as from 1976/77,
Financial data obtained from previous years have been inflated to
provide a cowmon basis for comparison.

It has been assumed that it will take some threc years to reach
1972773 production levels und that 500,000 bales a year are achieved
by the fifth year. Production inputs have been adjusted accordingly.

Capital inputs are based on annual repayments over the statced period
taking into uceount the 7 per cent loan interest terms of African
Dcvelopment Bank Loan. At the end of the writc-off period it is
assuwed that the goods are repurchased on the same basis, Future
inflation has not been evaluated on the assumption that increascd
costs will he offset by increased income.

DPoncstic Added Value (Col 16) in calculated at the ex-factory local
price for cotten in Uganda. A pessimistic export price of Shs, 1700
per bale has been used.  However this gives a net foreign exchange
benefit of 613 million Shs. in a full ycoar. Should the price fall
by 10 per cent the Import Coefficicnt falls from 0.08 to 0.10

and the Net Forcign Exchange Benefit to 537 millicn Shs.

In purely forcign exchange terms, it is immediatcly apparent that

a very satisfactory rcturn can be obtained for a minimal investment.
In view of the country's extreme shortage of hard currency, foreign
exchange for the cotton crop must be given the highest order of
priority.

1.3.5. Constraints

In looking at the future of the cotton industry onc question above
all others has to be answered. If the neccessary inputs are made
available to the farmers and the purchase price is raised, will
production increase?

Attention has already been drawn to the fact that many farmers are
currently finding it more profitable to grow other cash crops and
therefore it may be very difficult,if not impossible, to induce them
to return to cotton production.

In this situation, it may be necessary for Government to consider
growing cotton on large planatations, making the fullest use of
mechanisation. While the cost of mechanisation would be offset
against the cost of labour, other problems must be considered.
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Plantation faiming as such has not been widely practiced in Uganda
and, until norve is known about the sul 'ect under local conditions,
the control of s0il ¢resion will almout certainly be costly.

It may be hcocd that the Govermment will talic note of the dangers of
s0il erozion und immediotely put in hand a programme of research

to evaluate agronomic and other coatrol measures.

In the mcantime, the productivity of the smaller formers should be
increased with the help of the extension services. Tractor or
power hocs, fertilizers and herbicides all have a part to play

in increasing yields and in enabling the fariner to make better use
of his time.



I71. THE WOPLD STTUATION
17, 1. Production wnd Exports

World producticn in 1974/7% is estimated to have been a record

63 millicn bales (approvinmately 14 million tonnee), though showing
only a marginal increasc over the previous year. Table D?, VII (p.45)
details world production by major producing countries since 1968/69.
Over 553% of world output chanates frcm just throe producing

centres - the U.8.8.R., U.S8.A., and China respcclively.

The main trend discernible in the developing world is towards
increasing production, India and Mexico have both recently increased
plantings, though Brazil has turncd some arcas over to soyaboans.
Ghana has instigated a successful pilot cotton growing scheme and
expunded the programme last year. Despite ircreuses in oulput, the
19775/76 crop is expected to be low owing to poor harvests, The U.S
output will be only 8.3 million bales; floods have reduccd Pakistan's
crop by a possible 0.8 million bales; poor weather is believed to hLave
affccted the U.S.S.R. crop and crop failures are evident in parts of
Africa and Australia. Production is expected by the cotton trade to be
about four a five million bales below consumption, reducing high stock
levels that built up the previous year.

The U.S.A. anl U.S.S.R. dominate the world export trade with a jouint share
approaching 50% of the total, (Sec Table DZ.VITL p.46). These two countries
were the only ones to increasce their exports significantly in the poriod
1969 - 1974. A marked incrcase was evident from 1ran but this was omall by
comparison. 1In developing arcas of the world, cxports {cll during the
period as rising quantities were diverted to the expansion of domestic
textile industries.

Prospects arc that exports will be cxtremely tight in the current

ycar becauvse. of the shortfalls in the major producing centres,
referred to previously. Sources of exports have been further reduced
by the following factors: application of export quotas in India;
support for domestic prices in Turkey above world market levels;China's
buying has rcportedly left Central America with supplies of negligible
proportions; high domestic prices in Brazil have competed for availakle
supplies.

II1.2. Consumption and Imports

Data on world consumption of cotton contained in Table D2.1X (p.47) show that
consumption has been steadily increasing, the biggest individual increase
occuring in China. Other significant increases were also apparent in
Pakistan, Brazil and India, respectively, as well as in other countries

not listed, but mainly in Asia. These incredses are all associated with
rapid developwent in the textile industry, especially in Asia, to the
detriment of those in Europe. Consumption of cotton amongst the four

major E.E.C. textile producers has declined, though of course artificial
yarns have also been responsible in part for that decline.
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The above pattern is coven more discernible 1o relation to world
dmporlys listed by country of destination/srea in Table D2.Y (p.49).
Inmporls into East and West Furope declined during tue period.  Those
into Asia rone by over (00,000 coimes betweon 1969 and 1974.  Total
world imports increascd by 400,000 tonncs.

IT1.3 Prices

The Liverpool indcex of prices is charted from 1971 to 1976 April in
Figure D2.7 (p.49) as an indication of the wmovement in cotton
prices. It is compilcd on the basis of the five cheapest grades

of SM 1-1/16" length., In comparison, Ugandun supplies regarded

by the tradc as of guod quality, currently stand at 15 cents/lb
above the index.

Expected supply shortages, described above, and recovery of the
world cconomy and increosed prices of artificial yarns could
well be the causes of a pricce explosion. The U.8., textile
industry's requirement is thought to be 1 million bales above
last year's level and mony industries in the developing world
are expanding requircments. Prices already rose appreciably

in early 1976 from the depressed levels of 1975,

Furopean buyers, howcver, may not be so enthusiastic over increasing
supplies. Their own cotton textile industrics have suffered from
the competition of cxports from the developing world and output

is not expected to incrcase in arecas where they are uncompetitive,
Prices in the spring of 1976 have fallen abruptly aftcr the initial
surge and may be evidence of European buyers holding back. Opinion
in industry is that prices will rise to a range of 75 - 80 cents/lb.
by the end of 1976. The possibility of more dramatic increases will
be tempered by Europcan buying patterns and the questionable

ability of the developing world to finance expensive imports.
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111 I'UTURE PROJECTS
I17T. 1 Ginneries

Other than the prosent African Development Bank loan for the
rehabilitation of the ginneries, no other projects are known to be
under consideration.

111.2 Manufacture of Spares

There was a serious shortage of spares at the ginnerjes and there is
little doubt that some local manufacturce could be undertaken.

Ginning rollers consist of discs of rough cured leather threaded

into the drive shafts. As and when a local tannery is established
these discs could be manufactured. All that would be required by way
of cquipment would be heavy duty stitching machines and hydraulic
presses with the necessary cutting dies.

The local manufacture of the mectallic components presents a more
difficult problem. One major unit, a gear driven crank shaft,was
wearing out, more guickly than cxpected. This was owing to worn out
bearings preventing the correct meshing of the gear tecth. While
it is questionable whether the design should have allowed such
extreme differcnces in pitch diameters, replacement of the bearings
at the same time as the shaft would probably ensure an adequate
working life.
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Table D%L£

Uainda - Production ana Fooorts of Cotton

1966 = 1975

PRODUCPION 4 EXPORTS ¥ S

YEAR | -

BALES X | TONNES TONNES | SHS. EXPORTED
1966 426,677 | 78,935 | 65,802 | 306,892 -
1967 344,813 | 63,79 | 71,959 | 303,224 -
1968 422,876 | 78,232 | 61,653 | 29,673 -
1969 466,775 | 86,353 | 52,903 | 250,955
1970 412,675 | 76,344 | 78,117 | 350,985 85.4
1971 410,742 | 75,987 | 68,717 | 351,898 88. 3
1972 429,121 | 79,387 | 66,005 | 368,484 66.8
1973 270,165 | 49,950 | 64,092 | 366,010 77.4
1974 171,254 | 31,681 | 36,238 | 272,300 83.4
1975 160,000 | 29,600 | 25,36 | 216,900 -

Source : 1973 Statistical Abstract
Lint Marketing Board

+ Crop Season
* For The Year
x 185 Kg
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Toble b2 1V
Final Ginnina Classing Pnalysis Suvamary for
all Duonan bevrders from i970/70 o 1574770
SEASON 1970/71§ 1971/72) 1972/73| 1973/74 | 1974/175 *
Total Working Ginneries 53 51 53 46 42
"  Ginning Rollers 1,736 1,689 1,736 1,594 1,588
" Lots Clessed AR 7,398 7,303 7,623 4,866 3,065
" Bales Classed AR 367,169 365,168 (221,152 244,081 |153,2%0
" Bales Produced AR
and BR 412,673 410,744 429,146 |270,165 171,254
Average Bales Per Roller 237.7 243.2 247,2 169.5 115.1
S;] HNNTUG PERCENTAGE
GOOD - - - - -
VERY FAIR 91 88 89 93 926
FAIR 9 12 11 7 4
POOR - - - - -
COEFFICIENT OF GINNING 64 63 63 54 64
GINNING DEFFCTS PERCENTACE
Stripper 1 1 1 - -
Preparation 10 11 6 3 2
Seced 1l 1 1 } 1
Crushed Seed 1l 1 1 1 -
Broken Seed 3 | 3 2 1l
0il - - - - -
Extraneous Matter 1 1 1 - -

* Provisional

Source : Lint Marketing Board
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Table D2y
Jeels Ginne vl otaldo b O ity Y00S73 soqether with Fotinated Fotupe Curacity
NUMBER NUMER AVERATE, X : ACTUAL NEW TOTAL FUTURE CAPACITY
"fbE ANU REGION OF or PROSUCTICN]| PRPODUCTION | 1+ LEKS FOLLERS FITURE [SHEENS SURPLLG | LEFICLT
GIUNTTES KOLLERS | PER £ Lpc, D WALES ! AVAILAKIE | ™ hE POLLERS | CAPACTTY bttt i
1172/1)3 {(EALES) 1972713 ! HENAVAND INSTALLEDY {BALEL) + -
{SATU)
WET NIIE TOTAL k] l40 140 36,000 120 0 160 48,000 12,000
ACHOLT WEST 54 54 19,000 54 26 80 28,000
ACHOLT FAST 2 72 72 18,000 72 36 100 25,000
ACHOLT TOTAL 3 126 126 47,000 126 42 180 53,000 16,000
TANGO NORTH 7 222 222 67,000 196 54¢ 240° 90,000
LANGO SOUTH 1 20 20 6,000 20 - 20 6,000
LANGD TOTAL 8 242 242 73,000 216 54¢ 260 96,000 23,000
TEHO NORTH 3 68 20,000 68 8 7% 15,000
THESO SOUM™ 2 66 66 10,000 3% - 36 10,000
%0 SLGRETED 2 40 40 8,000 40 - 40 8,000
‘TESQ BUKEDA 1 40 4D 6,000 40 30 €60 9,000
usUKY 1 20 20 3,000 20 - 20 3,000
110 TOTAL 9 au 20 47,000 204 8 232 45,000 2,000
SATU TO'LAL 23 742 142 193,000 666 154 832 242,000 49,000
(1tPA)
BUKE DT 4 100 100 22,000 100 20 120 26,000 4,000
4 160 160 29,000 120 20 160 33,000 1,00
7 358 337 87,000 268 - 308 84,000 3,000
MLNGO 6 158 158 37,000 112 20 178 =,000 5,000
ASAKA 1 20 20 2,000 - - 20 2,000
i DE 5 96 86 16,000 54 - 86 16,000
(SEEY) 1 48 48 13,000 48 60 60 16,000 3,000
HLNYORO 2 64 64 22,000 64 - (2} 22,000
A TOTAL 30 994 94 123,000 546 1.0 1,010 241,000 13,000
e —_- P R [ UEPPU P -
AND 10 TAL 53 1.7 1.7 471,000 1,212 274 il,ﬂl‘ﬂ h3,0N0 62,000
o — PRI, —— — . —— PR ¥

* Iaclhides Two Saw Gins

Sosrese t Lint Marketing Board
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Table D2 VII

World Production of Cotton: 1968/69 - 1974/75

Thousands of balec*

1968/69 1969/70 {1970/71 '1971/72 1972/73 {1973/74 [1974/7¢E
U.S.A. 11,030 9,950 110,269 10,270 13,8%0 (13,300 (11,900
Argentina 520 670 390 400 575 545 600
Brazil 3,320 3 100 2,320 3,100 2,950 2,600 n/a
Colombia 640 590 540 590 630 620 ‘00
Mexico 2,450 1,750 1,440 1,715 1,780 1,500 1,900
Peru 515 393 410 400 315 370 400
Egypt 2,013 2,497 | 2,346 | 2,351 | 2,369 | 2,258 | n/a
Sudan 1,050 1,135 1,130 1,125 920 1,000 n/a
India 4,900 4,850 4,400 5,800 5,370 5,500 5,600
Iran 770 760 710 | 680 955 920 920
Pakistan 2,440 2,485 2,570 3,265 3,235 3,040 2,950
Turkey 2,005 1,845 1,845 2,400 2,505 2,365 2,700
Chine 8, 300 8,100 9,200 9,600 8,200 9,900 9,900
U.S.S.R. 9,200 8,850 110,800 |1l1,000 11,400 (12,000 | 12,900

!

Others 5,986 6,037 5,575 6,260 6,667 6,666 n/a
TOTAL 55,139 53,012 [53,925 |58,956 (61,761 |62,584 | 62,650

* 478 lba. net, except for U.S.A. 500 lbs.

SOURCE : International Cotton Advisory Committee



X

46
Table D2 VIII
World Lxports of Raw_Cotton 1969-74
000 tonnes

Region/Country 1969 13970 1971 1972 1973 1974
Africa : 787 968 981 929 920 679
- Egypt 253 285 333 295 285 232
- Mozambique 48 44 36 34 49 41
- Sfudan 172 230 239 247 225 120
- Tanzania 57 61 55 65 60 50
- Uganda 53 78 69 67 €65 36
- Others 204 270 249 221 236 200
North & Central

America 1,121 1,053 1,278 1,142 1,675 1,629
= Nicaragua 91 67 78 102 100 132
- Moxico 370 214 166 204 179 l66
- U.S.A. 544 676 936 701 1,246 | 1,173
- Othex 116 96 98 135 150 158
S. America 596 547 334 397 410 227
= Brazil 439 343 227 284 283 88
- Peru 88 67 52 SO 49 4L
- Others 69 137 55 63 78 91
Asia 689 748 777 864 854 598
= India 32 11 32 68 40 45
- Iran 91 108 102 lle 125 140
- Pakistan 196 135 192 260 196 37
- Syria 124 136 119 lle 119 110
- Turkey 203 3lo 283 252 322 200
- Others 43 48 49 52 52 66
Europe 75 98 99 75 101 80
- Greece 48 68 77 49 71 31
- Other 27 0 22 26 30 51
U.S.L.R. 452 517 547 652 728 739
Qceania 4 12 7 2 22 3
Total World 3,725 3,943 4,025 4,061 4,711 3,955

Source : FAO

e ——_
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Table D2 IX
World Consumption of Cotton : 1967/68-1973/74
*000 bales*
e+ amm—
Country/Region 1967/68 ] 1968/69| 1969/70] 1970/71| 1971/72| 1972/73| 1973/74
China 8, 500 8, 700 8,900 9, 300 9,700 10,000 | 10,500
U.S.S.R 7,800 7,900 8,100 8, 500 8,00 8,850 9,000
U.S.A. 8,982 8,242 7,991 8,068 8,039 7,800 7,500
India 5,335 5,37 5,520 5,200 5,500 5,700 5,800
Pakistan 1,550 1,750 1,950 2,025 2,020 2,500 2,600
Japan 3,35%0 3,476 3,392 3,541 3,614 3,724 3,700
Brazil 1,250 1,330 1,350 1,380 1,500 1,700 1,750
Mexico 710 685 685 675 750 800 830
Axrgentina 433 475 477 492 500 465 518
W.Germany 1,189 1,177 1,170 1,078 1,109 1,074 1,075
France 1,120 1,123 1,143 1,095 1,085 1,064 1,075
Italy 1,028 1,021 1,021 925 924 862 200
U.K. 831 816 792 741 638 650 560
E. Europe 2,632 2,620 2,687 2,757 2,785 2,800 2,835
Others 9,274 9,707 ]1:0,050 }|10,479 | 10,872 11,328 12,563
TOTAL 53,984 54,392 | 55,228 | 56,256 | 57,836 59,317 61,203

» 478 lbs net, except for U.S.A. 500 lbs

SOURCE:

International Cotton Advisory Committee



l Tabic D2 X
' World Impoxts of Rew Cotton: 1969-1974
'000_Tonnos
. Region/Country 1969 | 1970 1971 | 1972 | 1973 | 1974
Africa 55 60 63 73 88 69
- S.Africa 27 30 36 40 48 30
' - Other 28 30 27 33 40 39
North & Central America 114 100 113 115 107 93
l - Canada 79 69 81 77 78 62
- Other 35 3l 32 38 29 31
l S.America 55 51 61 63 56 59
Asia 1,385 1,582 1,660 1,700} 2,176 |2,046
- Bangladesh 53 51 25 40 46 53
I ~ China 185 194 250 303 561 6lo
= Hong Kong 144 163 163 133 189 165
- 1India 107 136 156 130 134 27
' - Japan 677 769 755 802 855 799
- Korea Rep 94 106 124 103 136 168
- Others 125 163 187 189 255 224
' ‘ E & W Europe 1,942 1,91} 1,823|1,858| 2,121 1,753
- Czechoslovakia 82 114 106 108 104 119
- France : 254 241 227 230 263 222
- W.Germany 253 254 228 219 268 199
- 1Italy 243 232 192 197 256 185
- Poland 132 150 145 157 145 152
l - Romania 84 83 91 97 108 110
- U.K i 162 167 142 136 17 93
- Yugoslavia 111 70 79 86 94 108
l - Others 621 | 50| 613 628 712| 565
USSR 170 258 243 166 131 140
I Oceania 6 5 7 9 4 7
I . Total World 3,727 | 4,017| 3,970} 3,985]| 4,682 ] 4,167
' SOURCE; FAO
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APPENDIX D.3

THE LIVESTOCK SECTOR

1.1 The Present Situation

The problems facing the country concerning the animal and livestock
sectoy, shortages of meat, cags, butter, milk, ctc, reflect the
problems of the crop sector.

Production statistics in the livesteck sector are only available
up to 1974, General opinion is that shortages have increascd
very dramatically during the last year.

The solution to the presient situation will be increasing in-puts
of animal health products, much extension work at farm level
and the conccntration of livestock into intensive production
units where nodern technology and management can be best applied.

There does not appear to be any widespread necd for major capital
investment, involving foreign exchange, for the further processing
of animal products or their preparation for market.

There are at present a number of capital intensive facilities which
are totally under-utilised. The first consideration must be the
reorganisation of production. In the following paragraphs, each
major factor affecting the industry is briefly summarised.

I.2 Production

In Table D3.I {p.54) it will be scen that from 1970 therc has been a
steady increasc in cattlc population, to just under five million head.
The statistics include beef and dairy cattle under the same

heading. Data on slaughter of cattle in abbattoirs, supported by

data basecd on hides counts, shows that since 1970/71 there has

been a steady increase in killing. 1In 1974,185,000 cattle were
killed in abhatoirs and a further 547,000 were slaughtered

elsewhere, as estimated by hides count.

Sheep have been the only livestock to show any real growth over the
period and this is reflected in the higher levels of killings.

Details of poultry production are set out in Table D3.II (p.54). After 1971
the number of "commercial” production units increased sixfold, but

by 1974 the total had almost returned to pre-1971 levels.

Currently, because of the shortage of feedstuffs (mainly protein
concentrates) the organised part of the industry has collapsed.

Also until domcstic grain can be increased, most livestock feeds

have to be imported.
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1.3 Government Exponditure

The development of livestock production in Uganda has entirelv
depended  upon government assistance for discase eradication schemes,
These entail very considerable expenditure not only for long

term capital development (land clearance) but also {or a

continuous prograume of vaccination, disinfection and inspection.

From 1973/74 to 1975/76 there was a drastic reduction of 50 per

cent in the budgets for development expenditure on aninmal resources
(See Table D3, III p.%5). On the other hind, current exprrditur. was
increascd from 44.6 million Shs. to 60.9 million Shs. The cost of
animal hcealth products imported by the Government: cost over 20
million Shs, in 1975 alone.

It is undcerstood that shortage of spares for vehicles used for
extension and veterinary services has severely limited the depth
of field work which can be undertaken. There is no doubt that,
without a very considerable increase in expenditurc on these
essential inputs, it will be impossible for livestock production
to be developed, particularly if greater reliance is to be placed
on improuved breeds.

I.4 Meat Processing

The Uganda Development Corporatiun was mainly responsible for promoting
the becf cattle ranches in the mid 1960's. This development was
followed by a biliateral aid project involving the construction

of a modern abattoir in Kampala and a meat packing station in

Soroti.

The Soroti factory has been closed for some time as in use it was
found too large. The installed capacity was 500 head of cattle

per day. Becausc of the highly specialised nature of the equipment,
no altcrnative usc has been found for the factory during the

last few ycars.

The abbattoir in Kampala is soundlyconstructed, but recently its
operation has become totally uncconomic. The prime reason is the
general shortage of cattle in the country, and the levels of

Government controlled meat prices which brought matters to a head in 1975,
Cattle could not be bought for the controlled price and the margin between
purchasc price and controlled market price was totally insufficient

to cover overheads and operating costs. Currently, the abbattoir is
killing on contract but useage is said to be very low.

It is understood that a Saudi Arabian loan agreement is under
consideration and 148.7 Mill Shs.are said to have been allocated
for beef ranching developments.



i
|
!
i
!
!
!
!
I
i
i
i
i
i
i
i
!
|
I
|

52

1.5 Milk Production

In 1967, the Dairy Corporation was established and subscquently took
over th: opcraotion of the whole industry. Therc are two major
centrcs of processing. In Kampala,a major dairy complex has been
built, copable of handling 135,000 litres of milk a day. There are
also facilities for making butter, fresh cream, ghee, ice crecam

and youghurt. A smaller dairy of 35,000 litres a day capacity has
been built in Mbale.

There are about 60 milk collecting statio::: in the Country cach with
a bulk chilled collecting tank. Farmers take their milk to these
centres where it is tested and stored for collection. Bulk lorries
are no loager being used as the quantities involved are too small,
The milk is therefore put into churns for transporation to the
dairics.

It is said that at least 85 per cent of the milk in the country comes
from "frce range" hevds. Not only does this mean that hygienc is

a major problem but that there is no intensive production vpon which
future growth can be based.

The Dairy Corporation has made every effort to incrcase production
but through no fault of its own to no aviail. The Corporation itself
is an effective organisation but, through force of circumstances,

is currcntly operating at only 30 per cent of its rated capacity.

It must be accepted that when only 4,000 litres a day of fresh milk are
being processcd, the industry is virtually at a standstill. However,
full milk powder is being reconstituted and a total of 50/60,000

litres a day are being packed and distributed to loc.al shops.

Supplies of fresh milk which used to be inported in bulk from

Kenya are no longer available.

In 1975, purchases of imported milk and milk powder cost Uganda

about 45.0 million Shs. in foreign exchange. The industry currently
requires large quantities of spares for the coolers at the collecting
centres and total replacement of the Dairy Corporation transport.

The total cost would be in the order of 10.0 million Shs.

The Dairy Corporation is soundly managed and it is unfortunate that

its full potential cannot be realised at the present time. 1t is
understood that a loan from the Saudi Arabian fund is being considered,
to establish commercial dairy production at a cost said to be

181.2 million Shs. This could do much to stimulate production.
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1.6 Animal Feeding Stuffs

There is an excellent animal feeding stuff plant at Jinja. However
because no wheat has been imported recently the plant has ccasced
opeoration from lack of raw materials.

The rated capacity of the plant is 30,000 tons per annum and is
sufficicnt to meet the foresccable demand. The plant is in excellent
condition. When supplies of raw material again become available it
is suggested that Government should give priority to the commercial
feeders.

Distribution of animal feed is through retail outlets and not direct
to the production units. Therefore the larger and potentially more
productive commercial feeder has to compete on an equal footing with
the smaller farmcer for his feed. It weuld be a relatively simple
matter for the grain mill to deliver direct to the more important
production units,

e -
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Table D.3.I

_UGANDA - Livestock Population 1970-1974

('000 Head)
CATTLE |GOATS SHEEP PIGS DONKEYS| CAMELS | DOMESTIC
BUFFALOES

YEAR 1970 | 4,280.5(1,801.3] 827.4 63.5] 17.3 1.7 -

1971 | 4,161.72,211.7}] 920.8 87.11! 10.3 l.6 92

1972 | 4,418.9}2,008.4] 887.9 17.4 17.4 1.7 22

1973 | 4,762.5|2,033.1|1,196.8| 158.1 - 1.6 22

1974 | 4,867.3}2,077.911,223.1 70.9 - 1.6 27
SOURCE : Department of Vceterinary Services and Animal Industry

Table D.3.1X
UGANDA - Commercial Poultry Production 1969-1974
Number of |[LAYERS [BROILERS |CHICKS | TURKEYS |DUCKS GEESE
Production
Units
000  ['000 )
YEAR 1969 993 277.2| 47.9 16l1.0 1.5 3.5 0.2
1970 1,602 423.7] 94.3 166.9 2.9 3.3 0.1
1971 1,618 197.0] 86.5 135.1 2.5 5.6 0.3
1972 8,981 1,077.4§949.2 813.4 14.1 4.7 1.3
1973 2,471 292.6] 68.3 246.5 - - -
1974 1,785 208.4| 49.6 125.6 - 5.9 3.5
SOURCE: Department of Veterinary Services and Animal Industry
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Table D.3.II1

Estimated Development Expenditure on Animal Resources in 1973/74 and 1975/76.

Livestock Improvemcnts
Ranch Development
Disease Control
Veterinary Research
Expansion of Farms

Livestock Industry Dev:lopment

'000 Shs.

1973/74 1975/76
5 'wl 2 ] 340
7.868 4,500
14,317 8,625
9,905 13,292
1,729 1,560
3,772 1,064
42,592 21,381

SOURCE: Estimates of Devclopment Expenditure 1973-74 and 1975-76




Q1L MILLS AND SOAP FACTORIES

I. THE PRESENT SITUATION

There are scme 17 oil mills in Uganda with a total capacity to process

126,000 tonnes of seeds. Shortages of seed, poor plant maintenance
and a lack of spares have recduced current output to about 40 per cent
of capacity.

Threc of the mills arc already 'silent' ard more arc likely to be
closed in the near future. Ceneral opinlon is that all the existing
mills should be closed and new capacity installed.

The foreign exchange implications of this possible investment have
been asscssced. The social need to provide oil for cooking is likely
to carry more weight than any other factor.

1.1 Production

Production of cotton secd oil and cake has never been accurately
recordcd though several estimates have been made. The most recent
were preparcd by the EADB, and are set out in Tables D4 1 and 1I
(pp.63, 64). In each case, uscful estimates have been made.

They could well be on the optimistic side.

In the same report, details of cotton seed for 1972 and 1973 were
recorded together with estimates for 1979/1980. These are not
now likely to be achieved (Table D4 III p.65).

The most likely situation is that within the next 5-6 years ac
much as 75,000 tonnes of cotton seed could be available for
crushing.

The capacities oy the 17 mills have becn sct out in Table D4 IV (p.66).

It will be seen that only three mills are of any consequence and
that the growth of the industry has been highly fragmented.

The equipment in almost every casc is very old and is now past its
useful working life. Oil extraction rates are poor with often as
much as 12 per cent oil left in the cake. Much of the preparation
equipment is out of order and more oil is lost in the husks. Most
of the oil is 'double refined' but there is currently an acute
shortage of chemicals to maintain production.



In ten of the factories an attempt is mode to turn the soap stock into
a low quality laundry soap.

The two largest factorics could meet the entire national demand for soap
Table D4V (p.67) if sufficient inputs of palm oil and tallow were available.

An attewpt has been made to evaluate the foreign exchange requircments,
for spares and for raw miaterials. The total comes to 92.5 mill Shs;

the grcatest requirement is for raw materials. It is considered that an
expenditure of 10 mill Shs.on spares alone would make little differcnce
to the overall position. If such finance was made available, it should
be concentrated  in once or twvo arcas in order to achiceve the maximum
bencfit (Sece Table DA.VI p.68).

1.2 Trade

In spite of possible inaccuracies in statistics, exports from the mills
have been fairly good earners of foreign currency. 01l cake exports

scem to have averaged about 60-70,000 tons a year, most of it going outside
the East African Community.

The size of the market for vegetable oils in the Community is given in
Table D4 V1I. (p.69).

Thesc figures indicate that Uganda will probably continue to find
a uscful market for oil within the Community once production is resumed.

1.3 Other Vegetable Oils

Small quantities of sesame and groundnuts are purchased for expelling
but the quantitics have declined greatly.

It is understood then in the north of Uganda some 440 gallons of shea nut
oil are produced. Although this o0il would attract a good export price

it is at present mainly used for soap manufacture. Shea oil has some
unusual physical properties which make it popular in the production of
hydrogenised fats, It is also used in the textile industry.

Soya beans are grown in the country on a very small scale. The crop is
said to yield well and its production should be encouraged. Soya meal

is one of the finest protein supplements for poultry and pig feeds.
Production of soya meal y,u)q stimulate the currently ailing poultry
industry to supply urgently needed eggs and poultry meat. Uganda is slowly
8liding towards a situation where the national diet may become seriously
short of essential proteins.



1.4 Organication of the Industry

All the oil mills and soap works have now been brought under the
control of the Lint Marketing Board who have had an immense task
evaluating the potential of each plant,

The Lint Marketing Board is under no illusion ahout the problems
it faces in trying to rehabilitate the industry ond has already
scen the necd for the industry to be re-equipped with new plant.

The Board apprcciates the need to train maintenance staff. It also
urgently required the services of fully qualified cost and works
accountants,

II PROPOSED COTTON SEED PROCESSING PROJECT

In 1975, the Fast African Development Bank undertook a study entitled
"Proposal to set up a Cotton Seed Process Plant in Uganda™. The study
was based on a GO0 tonnes per day plant with a capital cost of 38.68
mill Shs, and a further 54.1 mill Shs. for working capital.

The economic e¢valuation indicated an economic rate of return of 22%
and was assessed as viable.

The actual siting of the plant was not studied in depth but the costings
were based on a plant established at Gulu.

This report has provided an immense amount of background data upon
which further work can be carried out. The report showed what new
technology together with concentration of effort could achieve.

The cxisting situation and prospects in Uganda suggest that the maximum
foreseeable output of cotton seed cannot be ' | excess of 75,000 tonnes
pexr annum or equivalent to a plant capacity of 300 TPD,

Although sesame seed, sunflower seed or even soya may be available in
small quantitics now, there is very little likelihood of (say) 75,000
tonnes per annum being produced within the next five years or so.

The present cituation demands that Uganda should not over capitalise in
fixed equipment and therefore developments should be conservative.
Nevertheless, the value should not be underestimated of encouraging the
production of (say) soya which not only can provide oil but essential
protein for poultry and pigs.
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I11.1 Proposcd Development for Oil Seeds

All the data o current trends point to the fact that cotton ard other

oil sced production could not possibly supply a 600 tonne per day oil

seed mill,

There is also a major recason why one single oil seed mill would not be
advisablce and that is the transport costs involved. While it is

impossiLble to estimate the additional cost of distribution from a

single mill with any accuracy without undertaking a detailed site

location study, it is cstimated that a plant situated in the north of

the country could well involve additional transport costs amounting to

7 mill Shs, per ycar. This cost if capitalised would amount to 40 mill Shs.

It is, therefore, recommended that instead of a single 600 tonnes per
day plant, as proposed in the EADB Report, three smaller plants of
100 tonncs per day capacity should be built., In order to minimise
transport costs the three plants should be built in the main cotton
producing areas. This would mcan plants at Jinja, Kampala and Lira.
If production in the north of the country expands, it has becen suggested 1
a fourth plant could be built in Gulu.

11.2 Process Selection

Each mill would have a capacity of 100 tonnes of seed per day. At this
scale of operation solvent extraction is not economic. It is only when |
plants are built of 750 - 2000 tonnes per day that the solvent cxtraction

process shows major cost savings; in labour, management and spare parts.
Furthermorc, the main solvent uscd, hcexanc, is highly inflammable and

solvent extraction plants require very high standards of operation if

safety standards are to be maintained.

The proposed mills should be installed with full pressing equipment

which, if correctly operated, and maintained, should reduce the residual

oil level in the cake to less than 5 per cent. The higher oil contents

of expeller cake tend to attract a price premium which can compensate

for the cconomies of scale of larger solvent extraction plants. With |
such a plant, the following is an example of cost comparisons of the

relative market values of the end products-

Basic Assumptions

Seed Composition 0il 20%
0il free meats 42%

01l free meal 38%

100%




operating costs and depreciation are equal. If, however, the cost of
maintaining expeller plants or the cost of hexane (solvent) was excep-
tionally high the comparison would no longer be valid.

Operating experience gained in other countries helps to provide added
insight., In the USA, oil mills based on mechanical expelling cunsistently
maintain oil residues of between 3 and 3.5 per cent in the expeller cake.

To summarise, the advantages of full press methods over solvent
extraction are :

safer to operate because of absence of hexane;
hexane cocts arc ricing;
only small quantities of cooling water and steam required;

installation is quicker and easier;

lower capital cost for the capacity under consideration.

|
Prices usg/tonne

l Expeller Cake (45% 0il and Protein) 200

M.ul Solvent Fxtraction
l (41% 0il and Protein) 176
Crude 0Oil 700

l A. Expeller Process say 100 tonnes of seed - US$/tonne
Hulls 36 tonnes Nil value

l Expeller Cake 46.8 tonnes x 200 9,360
Crude 041 17.2 tonnes x 700 12,040

l Totals 100.0 21,400 US$/tonne
B. Solvent Process say 100 tonnes of seed -

l US$/tonne
Hulls 36 tonnes Nil value
Extracted Meal 45 tonnes x 176 7,920

l Crude 0il 19 tonnes x 700 13,300

l Totals 100.0 21,220 US$/tonne
Therefore for 100 tonnes seed the difference in product value owing to

l process is US $ 180 in favour of the expeller process (A). The price
advantage is in spite of the fact that "Full Press® expelling lcaves
5% of oil in the cake. Therefore, prima facie, there appears to be no

l advantage in solvent extraction. This last factor assumes that the




61

To thiz should be added the fact that opcrating experience is already
available in Uganda.

The major disadvantages are: first, the higher wear of expeller parts
which calls for a relatively high standard of maintenance expertise,
together with good workshop facilities. Second, but of less consequence,
the higher power requirements. However, power in Uganda is relatively
cheap.

The oil residues in the cake will be higher than with a s¢lvent plant
but this will not adversely affect the cconomies of operation. The
calculntion above vas based on a 5 per cent residue but there should be
little difficulty bringing this down to 4 per cent.

11.3 Project Costs
The basic data of each unit are shown bclow:

Capacity - 100 tormes per day of cotton seecd,
delinted basis.

Main Process - Delinting, dehulling
Full press expelling, oil neutralising
and double washing, continuous batch
bleaching and deodorising,

Storage - 3 months Seed Storage
1 months Meal Storage
2 months Oil Storage

Plant and Buildings

Costs : - mill Shs.
nill 11.6
Refinery 1.0
Utilities 0.7
Storage
( Seed and 041) 3.3

 Suwb total 16.6
Transport 0.8
Erection 5.0
Design and Contingency 1.7
Buildings 6.5
Spares and Contingency 3.4
Sub total 17.4
GRAND TOTAL 34.0 Mill Shs.

The cost of three mills would be 102 mill Shs.
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11.4 Foreign Exchange Evaluation

In making the foreign oxchange evaluation the following assumptions
have bec¢en made.

The existing plants are closed down as the threce new mills are
commissioned with a total secd capacity of 75,000 tonnes per annum.

Out-~turn Hulls 36.0%
Cake 46.8%
Crude 0il 17.23%

(It is estimatcd that 25% of the oil is lost in refinery but a
credit is given for soap stock at 5,310 Shs./tonne)

The domestic market for cake is evaluated on past data and the
prices of both cake and oil are as currently quoted in the ~
country. It has becen assumed that the domestic market for oil
takes priority over the export market.

From Table D4 VIII (p;70) it will be seen that the net foreign

exchange benefit is marginal although there is an appreciable gain

in domestic added value. It has been assumed that a ten year o
loan at 12 per cent interest could be negotiated.

The import coefficient levels out at 0.5 and would deteriorate

. ' ) significantly if the cost of foreign imports increased.

The basic needs are oil for cooking and for soap. The project
would be judged more by social than by economic pressures.




Table D4.1
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UGANDA - Cotton Secd 0il: Production and Consumption 1964-73
(tonnes)

YEAR E X P OURT S Domestic| Total
Outside |within Total Consump~ | Production
E.A.C. _|E.A.C. tion

1968 46 5,535 5,581 12,419 18,000

1969 58 5,560 5,618 14,382 20,000

1970 190 3,908 4,098 12,902 17,000

1971 8 4,416 4,424 12,576 17,000

1972 2,207 2,210 13,790 16,000

1973 2 848 850 12,150 13,000

SOURCES : 1. E. A. Customs and Excise Annual Report

2.

Lint Marketing Board Annual Reports

63
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APPENDTX DS

THE_SUGAR INDUSIRY

I. PRESENT SITUATION

Possibly no other scctor of the Ugandan economy has caused the
Government such obvious concern as the sugar industry. This once
thriving activity has cxperienced a dramatic decline in output
during the last few ycars.

The sensitivity of the Government to the present state of the industry
is understandable and can only be increased by the awareness of most
consumers of the almost total absence of sugar on the free market.
Under-counter supplies of sugar are said to be available in Kampala

at 30 shs. per pound, thus emphasising the acute shortage.

During the course of the team's stay ia Uganda it was rcported in the
press that Government had signed an agreement with an Italian
nationaliscd concern for the rehabilitation of the Kakira factory.
One of the Arab Investment Funds was looking at the possibility of
supporting a second factory. The Consultants did rot have an
opportunity to see the outline agrcements.

At the present time it is understood that little progress has been made
in either matter. This appendix briefly examines the present situction
of the sugar industry and, on the basis of figures currently being
quoted, attempts to analyse the foreign exchange situation.

I.1.1 Production

The sugar industry in Uganda grew out of "jaggery" production which
in itself was the major source of "enguli", the base used for the
distillation of "Uganda Waragi".

Sugar was first refined in the 1920's. Production steadily increased
to a maximum of 152,000 tons in 1968. Since 1971, production has
fallen dramatically to an estimated 20,000 - 25,000 tons at the
present time. (See Table D5.1. p.79)

One factory failed to produce any sugar during 1974. A second factory
is in critical need of attention. Although a major new production
complex will come on stream during the next few months, it is
difficult to see any substantial return to original production levels
for some considerable time.

1.1.2 Consumption

In the 1960's3, dcmestic cugar consumption was estimated to be in the
order of 10 kg per capita per annum. By 1971 consumption had risen
to an all-time high of 14.9 kg/capita. In 1974, a report was prepared
which contained forecasts of future levels of consumption; this
report made a forecast of 17.1 kg/capita for 1980 and a further
increase to 27.3 kg/capita by 1985,
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The present shortage in the country will almost certainly affect

the long term growsth in consumption. Comparisons with other countrias

may give some indications toward future trends, but it should be
bornce in mind that carbohydrate consumption incrcases northwards
from the equator. T7Therefore consumption is higher in Northern
Furope than in Southern Europe.

In 1971/72, per capita consumption in the original six E.E.C countries

was 34.0 kg pcer annum but for the extended nine E.E.C. countries
the level rises substantially to 37.0 kg per capita per annum.
This is largely beccause consumption levels in Ireland and Denmark
are very high, being further to the north.

All the available evidence indicates that consumption per capita
is unlikely ever to approach European levels as has been
suggested.

Until 1908, Uganda was a substantial exporter of sugar and had

a mean surplus of about 35,000 tonnes a year. In 1969, following

a sudden increcase in consumption, the country had a sugar deficit
of over 6,000 tonnes. The next year tlere was again a surplus, but
the country has since been in deficit,

It is now almost impossible to forecast future levels of per
capita consumption in view of the substantial change in the
national dcmographic structure since 1971. Ultimately, price
elasticity will control consumption and therefore a return to the
levels of the early 1970's will take time. On the other hand, the
population will have to be in excess of 170,000 tonnes if an
annual per capita consumption of even 13 kg is to be supported.

Taking into account the present state of the industry and the
planned developments, there is little possibility of surplus
capacity for export befure 1985 if the domestic demand is to be
satisfied.
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1.2 Organisation of the Industry
I.2.1 Production Facilities

There were formerly three major sugar production complexes. These
wvere:

KAKIRA SUGAR WORKS - KAKIRA
(part of the MAHDVANI GROUP)

UGANDA SUGAR FACTORY LTD - LUGAZI
(part of the MEHTA GROUP)

SANGO BAY LTD
(private company)

The three units are now combined into the Uganda Sugar Corporation.
It startcd operation at the beginning of this year.

There is some confusion about the capacities of t1:: original plants.
The estimated standard capacities are as follows, but in brackets are
other figures for capacities which have been quoted:

KAKIRA 90,000 tonnes (80,000) (100,000)
LUGAZT 60,000 tonnes (80,000)  (80,000)
SANGO BAY 15,000 tonnes (20,000) (10,000)
TOTALS 165,000 tonnes (180,000) (190,000)

A new sugar refinery is under construction in the north of country at
KINYALA. Initial capacity will he 45,000 tonnes per annum but this
will be raised to 60,000 tonnes after three years. This factory is
being established and operated through a bilateral agreement with

the Government of India.

1.2.2 Present State of the Industry

During the team's stay in Uganda, the two main factories were

visited and discussions held with the senior staff. Extensive reports
which have been prepared on the state of the industry were made
available and were studied in detail. The Consultants’ opinion is that
the reports underestimated the seriousness of the position. The

basic problem with both plants is that the original design was prepared
in the late 1920's and since then extensions have been made on an ad-hoc
basis. There is, therefore, no uniformity in design or laycut. To

add to the confusion, there is much old pipe work and, in many cases,
services are totally unmarked.

All the fixed plant is made from mild steel and, as a result of
the corrosive action of sugar, many of the plates are wearin, Cangerously
thin. Welding cannot now be freely undertaken on a cut out and re-weld
basis as patches are everywhere.
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In view of Fakira's prospects of carly rechabilitation the

following conuncnts refer to the Luga=i plant. 1In the team's opinion,
this plant is in a highly dangerous condition and the likelihood of
a boiler cxplosion is now vcry real. This factory is undoubtedly in a
far worse condition than Kakira.

Despite almost insurmountable obstacles, the staff of the Lugazi factory
have managed to keep some sugar production going . In spite of the
efforts of the technical staff, the position has now been reached

that, at cach point in the flow process, standby capacity in case of
breakdown is totally absent. Even the smallest breakdown can bring

the plant to a halt.

The question is no longer about the extent ¢f rehabilitation hut,
in our view, it is vwhen should thc plant be closed for complete
reconstruction,

It is important to emphasise that the present factory has provided
a most valuable training ground for all levels of the technical
staff, particularly the production and maintenance staff. Perhaps
many of the lessons have been learnt on a trial and error basis but
the level of ingenuity and quality of workmanship seen during the
tour of the factory promise well for the futurc.

Given the new equipment and shown how to operate it, the Lugazi
team should be able to attain high lcvels of plant operation.
However, even they admit that training is urgently needed in the
management and costing of production and in maintenance.

1.2.3 Agricultural Problems

Attention should be drawn to the fact that much of the standinj

cane is now over age and beyond recovery, particularly at Lugazi.
It is therefore essential that efforts to renovate the factories
go hand-in-hand with the necessary attention to the plantations.

It is understood that, because there has been little work on the
plantations, workers have moved away and that recruitment may prove
difficult. Sugar cane harvesting can be efficiently mechanised,
however, and it could well be that by reducing the high employment
of labour on sugar plantations, labour could be switched to the tea
plantations to help in solving the chronic labour problems there.

1.2.4 Sango Bay Ltd

As stated earlier, there was no opportunity to inspect the Sango
Bay Factory. It is uiilerstood that the plantation is subject to
flooding and the site is not the casiest to work. To increase the
investment in such circumstances might be imprudent, especially when
easier working conditions could be found elsewhere.
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One possibility might be to replace or renovate the crushing equipment,
and to transport the raw juice, possibly by barge across the Lake to
Kakira for refining.

1.3 Estimated Foreign Exchange Requirements
The total foreign exchange currency required for the sugar industry

both for rehabilitation and for new capacity, has been estimated
as follows:

Factory Capital
Mill, Shs,
KAKIRA 240
LUGAZI 200
SANGO BAY (part only) 50
KINYALA 210
TOTAL (say) 700

It has becen assumed that two 1O-year loans of 250 mill. Shs, each would
be negotiated at an interest rate of 12t. The second loan starts in
the 4th project year. '

Operating expenses have been based on those stated by the Kakira
management and adjusted to the other factories on a pro rata
basis at 730 Shs, per tonne of cutput. This figure assumes almost
100 per cent self-sufficiency in fuel.

The home market and export prices are set at 1,700 and 2,700 Shs., per tonne

respectively. Both figures could be subject to considerable variation.

An estimate has been made of the likely quantity of sugar available
for (a) home consumption and (b) export. It is shown in Table
DS 111.p.81.

It has been assumed that,during 1977 and 1978,both Kakira and Lugazi
are being reconstructed and that Kinyala comes on line during 1977.
8ango Bay's contribution will only be minor. Provision has been
made in the project for the juice to be extracted on site and to be
finished at Kakira.

Domestic sugar consumption is estimated to remain relatively constant
during the period and the increase in demand attributed to
population growth.

At the earliest, a small quantity of sugar could be exported in
1982, but it is highly unlikely that any substantial quantity will
be available before 1985. Even then, it is possible that total
production could be absorbed by the local market.
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The foreign oxchange analysis at Table D5.IV (p.B2) immediately

ma¥es it clear that the industry is a net consumer of foreign exchange

for the foresceable future. The cost of buying the total sugar requircmént
for the country would be ir the order of 525 million Shs. For a

maximum annual expenditure of 288.3 million Shs. a foreign exchange

saving of nearly 240 million shillings is theoretically

practicable.

The potential saving has to be judged alongside the present
situation in the country, where available supplies are possibly no
more than 25,000 tonnes a year.

On this basis, the decision whether or not investment in sugar
is justified and, if indeed it is, what priority should be given
to it must depend of socio - economic and political consideration
rather than financial.

S ——
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I1 WORLD SITUATION

I1.1 Production

Between 1968 and 1973 world production of sugar had been increasing

at an average of 2.25 million tonnes per annum. Poor harvests, however,
in 1974, the result of adverse growing conditions in Europe,

produced an increase of only 600,000 tonnes in the world crop and
consequent spiralling prices with concern over supply availability.

World production by region is shown in Table D5.V p.83 for the period
1968-1974. Though more recent complete data are not available, it is
expected that world crop in 1976 will be in the range of 82.5 to 83.5
million tonnes, assum’na that the E.E.C and Eastern Europe do not
suffer three successive years of bad crops. Even an average yield
would give an extra two million tonnes in the E.E.C. alone, with growers
prepared to retain or increase beet plantings.

Approximately 60% of world production is accounted for by cane gugar and
40% by beet. The main centres of production arc central and South

Amcrica and Asia for cane and East and Western Europe for beet production.
Largest increases in cane production over the period have been evident in

8. Anmerica, particularly in Brazil, where production is said to be increasing
at 12% per annum. Elsewhere, much investment in cane production appears to
be directed towards keeping pace with demand, especially in Asia.

Among the main incentives to become involved in domestic sugar production
are reduced dependence on imports, thus saving foreign exchange, and a
provision of a high proportion of employment. However, the creation and
installation of sugar plants is capital intensive, requiring increasingly
large sums of money. To establish a plant for production of 100,000 tonnes
of sugar is reckoned to cost $60 - 90 million, including costs to prepare and
cultivate land, establish ancillary transport and field machinery and
erection of plant. Interest and amortization costs alone have been
estimated by the FAQO at 3 ¢/lb, or over £30/tonne (not much above the
price of sugar in 1971), Also a cane industry requires a few years before
target yields are reached and the project can pay its way. The current
world price of sugar though not disastrously low (at £170/ton) does not
provide the incentive needed to become involved in such high cost projects.

II.2 Consumption

Data on world consumption between 1968 - and 1974 are summarized by region

in Table D5 VI.p.84. World consumption increased from 66.3.to 79.8 million
tonnes over the period, 1In 1976, it is expected that world consumption will
reach 8l million tonnes. Furope (including the U.S.S.R.) and N, America, the
major import markets, have displayed a growth in consumption well bclow
world average. Their share declined from 58% to 54% in the period.
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Historically, sugar has becen considered to be fairly inelastic in demand,
but the shocks of 1974 and changes in traditional supply agrecments, such
as the Commonwcalth Sugar Agrecement and the U.S.Sugar Act, had more impact
than anticipatcd. Consumption in the Western vorld fell in 1975. The
surge in prices between August and November 1974, resulting from concern
for supplics, saw a sharp cutback in demand in the U.K., the position
changing from a shortage to over-supply very rapidly. The fall in U.S.
consumption was accompanied by increased competition from substitute
maize-based swecteners. The latter, possessing the advantage of being

a natural product not subject to the criticism against synthetics
substitutes, could possibly make further inroads into the -ugar market.

The demand for sugar in the developed countries appears to have little
potential for growth and it may prove difficult to maintain present
levels. Botter growth opportunities for consumption are evident in the
developing world. Apart from population increases, sugar is very

much linked with the improvement in the standard of living. Asia,
Africa and Latin America have all experienced significant growths

in consumption in recent years.

11.3 wWorld Trade

Table D5 VII to IX (pp.85-86) show world exports, imports and balance
of trade by region for the period 1968 - 1974.

World trade in sugar was estimated to be over 21.5 million tonn~s in
1974. A large proportion of this trade has formerly been conducted under
special agrecments. In 1973, Cuban :upplics to Comecon equalled 3.7
million tonnes, Commonwealth to U.K. were 1.8 million tonnes, African
States to the E.E.C., 0.4 million tonnes and various supplying countries
to the U.S.A. were 5.3 million tonnes under the U.S. Sugar Act. This
left only a little more than 50% of world exports to the free world
markets. The ending of the U.S. Sugar Act and the Commonwealth Agreement
means that unsecured supplies on the world market are now 16 to 17
million tonnes; N.America and Asia have the largest import requirements.

11.4 Prices

Average weekly sugar prices quoted in London between April 1971 and

April 1976 are charted in Figure D5.1 p-87. The peak price of £620/tonne
was reached in November 1974, when beet crops where poor both in East
and West Europe and the restraining influence of the former trading
agreements came to an end. Another factor was the entry of the USSR
into the world market as a buyer to supplement low yields in the

Ukraine. Consumer resistance saw the price fall to well below £150/tonne
in mid 1975; this is believed to be near the production cost in

many countries. London prices have improved slightly to a range

of £160-€£180/tonne and this is expected to continue during 1976.

It has been suggested that the rise may continue to £220 by

the end of 1977, assuming an average crop. In 1976, world

production is expected to exceed consumption by 2 million tonnes.

There could be a rise above this price range, however, if the

USSR had again to enter the world market as a buyer or if a

major expecter had a crop failure.
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Table D5 V
World Production of Centrifugal Sugar: 1968-1974
‘000 tonnes - raw value
.
Region 1968 1969 1970 1971 1972 1973 1974
C Europe 508 522 468 436 393 441 388
A
N N.America 1,230 9541 1,088| 11,0487 1,236 1,432 | 1,z68
E Central America 10,616 | 11,069} 13,056} 11,643} 10,595| 11,401 | 12,289
s S.America 7.,845| 7,693| 8,076 9,257] 10,548] 11,618 | 11,791
u Asia 8,582 10,614 11,936} 11,738 11,344} 12,263 | 13,771
G
A Africa 4,266 4,171} 4,441 4,693| 5,124] 5,059} 5,106
R Oceania 4,297 3,703| 3,911| 4,221 4,205 3,911 | 4,181
Total Cane Production 37,344 | 38,726 | 43,576] 43,036 43,445] 46,125 | 48,794
Cane Sugar as % of Total|55.9% | 55.6% |59.8% | 58.2¢ 57.4% | 59% 62%
B E.E.C 8,285 9,107 | 8,664 9,898 9,579] 9,768 | 8,880
E
E Other W.Europe 2,195 | 2,154 | 2,353] 2,698| 2,675 2,555 | 2,524
T E.Europe (inc. USSR) |14,453 | 14,576 |12,870| 12,766 | 14,399| 14,244 | 13,145
8 N.America 2,866 { 3,088 3,297 3,252} 3,339 3,158} 3,020
U S.America 229 234 267 241 204 132 184
G
A Asia 1,38} 1,53 1,707} 1,820 1,836] 1,888 | 1,879
R Africa 101 159 164 248 269 260 289
Total Beet Production 29,487 | 30,871 | 29,322} 30,923 | 32,301] 32,005 | 29,92}
Beet Sugar as § of Totall44.1% | 44.4% |40.2% | 41.8% | 42.6% | 41.0% | 38.0%
TOTAL - Cane & Beet 66,831 | 69,597 |72,898] 73,959 | 75,746] 78,130 | 78,715

SOURCE :

International Sugar Organisation
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Table D5 VI

World Consumption of Centrifugal Sugar 1968-1974

‘000 tonnes - raw value

o

Region 1968 1969 1970 1971 1972 1973 1974
E.E.C 10,544| 10,445] 10,692 10,461} 10,475| 11,1161} 11,698
Other Europe 3,338] 3,368| 3,537 3,649| 3,848| 4,053] 3,952
E.Europe (inc. USSR) |14,089] 14,490 14,925 15,231 15,792] 16,411 | 16,479
N.America 11,088} 10,874} 11,475} 11,431] 11,493] 11,675} 11,149
Central America 3,308} 3,411} 3,507 3,503} 3,580| 3,857| 4,011
S.America 6,369] 6,340 6,592 7,180 7,646 7,823 8,347
Asia 13,070| 14,744} 16,327] 17,518} 17,586| 17,905 | 18,139 1
Africa 3,585| 3,822] 4,118] 4,449| 4,616] 4,856 | 4,946
Oceania 905 918 951 965 971] 1,019} 1,044
l
'TOTAL 66,296 | 68,412 | 72,124 74,567 76,007} 78,715 | 79,765 / |

SOURCE : International Sugar Organisation
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Table D5 VII
World Fxports of Centrifugal Sujar: 19(69-1974
'000 tonnes - raw value
Region 1968 1969 1970 1971 1972 1973 1974
E.E.C 1,242 gos| 1,179 1,288} 1,920| 1,916 1,128
Other W.Europe 115 268 126 110 231 148 55
E.Europe (inc USSR) 2,759 | 2,411 2,551 2,045 952 918 733
N.America 25 16 16 13 19 69 105
Central Amexrina 7,079 7,120 9,338, 8,166] 7,073 ?7,539] 8,195
8.America 2,369 | 2,027 2,224{ 2,431 4,081] 4,379 3,983
Asia 2,184 | 1,951 2,259 2,722 2,580 2,656 3,320
Africa 2,156 1 1,971 2,011} 2,043 2,312 2,296 2,132
Oceania 2,553) 1,867} 1,991 2,116| 2,588] 2,379 2,075
rUI'AL 20,482 | 18,439] 21,695 20,934 21,756] 22,3001 21,726
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Table D5 VIII
World Imports of Centrifugal Sugar: 1968-1974

'000 tonnes - raw value
Region 1968 1969 1970 1971 1972 1973 1974
E.E.C 2,359 | 2,508 ., 221 2,297 | 2,294 | 2,278 | 2,164
Other W.Europe 1,428 | 1,244 1,150 1,176 | 1,289 | 1,317 1,678
E.Europe (inc USSR) 2,814 | 2,273 | 4,325 3,010 | 3,110 | 3,952 2,918
N.America 5,562 | 5,428 | 5,803 6,016 | 5,910 | 5,852 | 6,198
Cental America 21 43 36 26 38 49 24
S.America 162 261 134 221 328 354 243
Asia 5,199 | 5,578 | 5,893 6,034 | 6,357 | 6,781 | 6,379
Africa 1,517 | 1,240 | 1,535 1,658 1 1,708 | 1,738 | 1,76l
IOennia 150 165 176 185 170 174 197
rl'O'rAL 19,212 [18,740 | 21,273 20,623 21,204 | 22,445 | 21,562

Table p5 Ix
Balance of World Trade in Centrifugal Sugar: 1968-1974

'000 tonnes - raw value
1968' 1969 1970 1971 1972 1973 1974
- 1,117 - 1,700{ - 1,042]~- 1,009|- 374]- 312]- 1,036
er W.Europ. - 1'313 - 976% - 1g°24 - 1,066 - 1,058 - 1.169 - 1'623
E.Burope (inc USSR) |- §5/+ 138/~ 1,774] - 965{- 2,158| - 3,034)- 2,185
omrica - 5,537 - 5,412 - 59787 - 6,@3 - 59891 - 5'783 - 6.093
entral America + 7,088[+ 7,077] + 9,302| + 8,140|+ 7,035+ 7,490|+ 8,171
8.America + 2,207+ 1,766(+ 2,090 + 2,210(+ 3,753| + 4,025{+ 3,740
- 3,018/~ 3,627| - 3,634]| - 3,312|- 3,777 - 4,125|~- 3,059
+ 639+ 7311+ 476]+ 385|+ 604l+ 58|+ n
+ 2,403[+ 1.,02|+ 1,815|+ 1,931|+ 2,418&4- 2,205/ + 1,878

Surplus +
Deficit -

[ —
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APPENDIX D6

THE TEA INDUSTRY

1, THE PRESENT SITUATION
I.1l. Introduction

Tea is not only one of the most important crops grown in Uganda but it
is also the third highest earner of foreign currency.

Although the future of the crop gives some immediate cause for concern,
the problems do not seem so acute as those in other sectors, For example,
production has levelled but not declined to anything like the extent

of cotton and coffee. Quality has fallen seriously, mainly due to

lack of inputs (fertilizers and spares fur the factories) and

a shortage of pluckers.

Currently the most serious problem is the fall in profits

on growing tea, For a long time, growers have been paid very low
prices. However, the problem was brought to a hecad early in 1976
when thce minimum labour rates were increased, thus firmly

putting the industry into a loss position,

1.2 Production

The largest area reported under tea was in 1970, when some 18,200
tonnes of tea were produced. Thereafter, the area under tea declined
but has since shown some increase although judging from the yield
figures some of the reported statistics for total growing area seem
suspect, (Table DG 1 p,94).

The production reached an all-time peak in 1972, at 23,400 tonnes,
but has since declined to 18,400 tonnes in 1975. As will be seen
tea is grown and processed in some 35 estates. (Table D6.II p.95).
The maximum recorded output of each factory over a six-year period
shows that the 1972 high was virtually 100 per cent capacity.

In Table D6.III (p.96) details of the structure of production are set out.

It can be seen that 'out-growers' had 45 per cent of the tea-growing
area. The private estates now only account for 17 per cent of the area.
While the Uganda Tea Authority has now been given responsibility for
handling the whole crop, it only produces some 12 per cent of the tea,

The same table shows that the industry employs a total of 25,600
workers out of which some 21,000 are employed in tea plucking,

It will ke seen that on average there are only 1,23 workers per

Ha of tea planted. Ideally there should he at least 2,5, The result is
that tea which should be plucked every 5/6 days is being left for

as long as 15 days., The immediate effect is that tea quality has

been falling as can be seen from the grading results of a large

factory (Table DG IV p.97).

e
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It is unfortunate that the export quality has also fallen; a fact
which is currently being refleccted in lower prices. Betore 1971,
the price of Kenya tea used to be 20 - 30 cents/kg above Uganda tea;
now there is often more than 1 Sh. per kg differcnce.

Because of the shortage of spares, many of the factories can no
longer produce a good quality sample, no matter how much they try.
When foreign exchange is made available, there are considerable delays
in getting deliveries, For example, snarevs used to be purchased
from agents in Kenya; but now the Government has decreed that

all spares must be bought from the manufacturers, in this case from
India.

The problems facing the tea growers were multiplied earlier this
year vwhen Government increased the basic wage from 130 Shs, to

240 Shs, pe. month, The effect of the increase on the industry's
projected returns can be seen in Table Do V p,98.

Overall the cost of production has risen from 6.20 Shs/kg to

7.15 Shs/kg., i.e. a 15 per cont increase. If therc wore a [
fall in auction prices in Mombasa, tea will no longer be

profitable to grow,

1.3 Bxports

Bxports of tea amount on average to about 86 per cent of production
and over the past five years have been in the ordar of 17,750 tonnes
(against average production of 20,680 tonnes over the same period). .
In terms of value, in 1975, exports produced 120.8 milliou €us. The
return was some ten per cent higher in the previous year mainly
owing to firmer prices. (Table D6 VI. ;.99).

In 1970, the United Kingdom bought 68 per cent by value of Uganda's
tea exports. This high level has now fallen to 34 per cent. In the
same period, demand from the Netherlands gained very considerably in
significance and that country now takes 32 per cent of the crop.

Exports are made through Mombasa. A few years ago when the
quality of tea was higher, a large proportion was sold through four
brokers in london. At present, much greater use is being made of
the tea auction in Mombasa although the London brokers are still
used when the higher qualities are available,

T Y
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1.4 Organisation of the Industry

Although the Uganda Tea Authority is nominally responsible for the
whole industry, it is in fact mainly preocuupied with exporting the
tea and running the 8ix or =0 tca estates/factories under its care
and control,

The Uganda Tea Growers Corporation which was set up with World Bank
funds to promote and coordinate small-holder tea production has now
run out of funds. In any case the Corporation was not able to take
up the second phase of the project loan.

The FAO project tcam thought that there was urgent need for closer
coordination and planning. of the different sectors of the industry
to ensure that vital requirements were identified and resolved.

I.8 Industry Inputs for Foreign Exchange

No comprehensive schedule of the total fureign exchange requirements
for the industry seems to be available. The following details are
bascd on various estimates of current production inputs and future
capital requirements. A major World Bank loan was to have been
made to the Uganda Tea Growers Corporation, as a result of a full
appraisal. It seems sensible that provision should be made for
this possible inveastment in the evaluation.

a) Punds for four new factories and i puts to
increase planting by 6,280 ha (this will raise
total preduction to 29,000 tonnes of which
26,000 tonnes will be available for export).
Capital Provision, say 150.0 million Shs.

b) Por transport which is a chronic problem
particularly at local level, say 150 lorries
(3 tonnes) at 175,000 Shs. each say 26.25
million Shs.

c) Por rehabilitation of existing factories say
8.0 million Shs.

4a) Annual Cost of factory spares and consumablas;
currently all tea chests are being imported
at 34 Shs. each from Kenya because home
production has stopped; say 9.0 million Shs.
To this should also be added the annual cost
of Uganda Tea Authority's export programme,
of land and sea freight etc. say 12.0 million
Shs. The total will be 21.0 million Shs.

o) Annual Cost of agricultural inputs fertilizer
chemicals, say 6.0 million Shs.
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1.6 Foreign Exchange kvaluation

From Table D6 VI1 p,100, it will be seen that the cost of foreign

exchange is estimated at 69.55 million Shs. per year. The initial
capital and reconstruction costs amount to 184.25 million Shs. and

annual operating costs to 27.0 million Shs.

While the country's production norm has been 22,000 tonnes per Yyear,
inputs of fertilizers and pesticides are estimated to increase production
to 24,000 tonnes in the first project year.

Export prices have been kept down but recognition of improved quality
is given as the project proceeds.

The Domestic Added Value reaches a maximum of 89,95 million Shs. on
the basis of a firm price for tea of 5.50 Shs/kg.

At an export market price of 9 Shs/Kg the Net Foreign Exchange benefit
rigses to 138.45 million Shs. but the Import Coefficient is higher
than the other agricultural crops at 0.31.

1.7 Constraints

It is considered that once the price of tea to the grower is
increased, interest in the crop will return.

Reconstruction of the factories will remove a major cause respongible
for quality problems. Nevertheless the extension services will
have a great deal of work to do giving advice to out-growers.

Finally the provision of transport at all levels is essential,

if quality is to be maintained. While local transport has been
costed on the basis of lorries it could well be that tractors and
trailers would be more suitable. It is said that on the larger
estates managers are unable to give adequate supervision because
they no longer have transport. Obviocusly such a situation can
no longer be permitted.
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II WORLD SITUATION
11.1 Production

World production of tea was 1.53 million tonnes in 1974, according to
FAO data, and has bcen increasing slowly at under 1% p.a. Nearly one
third of world production originates from India. Apart from China

the other main producing countries are Sri Lanka, Japan, the USSR,
Kenya and Indonesia. Table D6.VIII (p.101) gives production data

for all the main producing countries between 1968 and 1974. Production
confronted with a relatively inelastic world demand is not expected

to increase significantly. It is reported though that Kenya intends
to raise the area harvested by 50% for 1978.

Average yields of tea per hectare in the major growing regions
between 1972 and 1974 were as follows:

kilos/hectare
1972 1973 1974
Asia 1007 1036 1056
Africa 1097 1060 1064
World 1013 1038 1050
I11.2 Consumption

Consumption of tea over the last five years has been levelling out.

The largest consumer is India with the U.K. second. India is reported
to have consumed 237,000 tonnes in 1972. Though the potential market
is much greater official policy is to export as much tea as possible.
In 1974, the U.X and Ireland imported 220,000 tonnes for consumption
but it appears that per capita consumption in the U.K. is now declining
and more effort will be required in developing other markets.

The predominance of the U.K. as a market for tea exports may be seen in
Table D6.IX (p.102) where world imports for consumption by region are
presented for 1968 to 1974. 1In 1974, the U.K. consumed over 30% of
world imports, 60t of which originated from India, Sri Lanka and
Kenya. The main markets offering potential growth appear to be U.S.A.
and the U.S.S.R. where per capita consumption increased by 12.5% and
40% respectively between 1967 and 1972, Some producing countries,
notably Japan, are also becoming significant importers. A further
expanding market but of minor importance is the Middle East. Rising
incomes appear to have contributed to a growth in consumption in the
Arabjian peninsular.

I11.3 Exports

World exports of tea by country of origin are recorded for 1968-1974 in

Table D6.X (p.103). 1India and Sri Lanka, the two major exporters, accounted

for approximately 57% of the world total. Their combined share,
however, has slipped during the period from 66% in 1968 owing mainly
to rising exports from East African producers.

e e e e




11.4 Prices

Average annual prices at London auctions of all tea (of various

origins and qualities) are charted over the last decade in Figure D6 I.(p.104).

In the short term it is expected that prices will increase through

1976. During 1968, the average price received for Ugandan tea has

been within 2 pence/kilo above or below the average. 1Its price prior
to 1968 had been consistently a few pence above the average. Recently,
the average price of all tea from Sri Lanka and Kenya has commanded

the highest average prices with a premium of 4 to 5 pence per kilo,

The London auction price gives an indication for fixing the price of
a private contract and to an extent may influence prices at other
auction centres,

London, however, is no longer the main auction centre; it has now

been overtaken by Calcutta and Colombo. Historically, much of the tea
which came to London was re-exported, but owing to escalating docking
costs London has now become a terminal market. Producing countries also
realized that because of the distance and time involved to receive
payment it is quicker and cheaper to send their teas for sale at their
own auctions., A further cause has been the recession and liquidity
problems facing buyers which left mounting unsold stocks in London
warehouses. 'The net result is that producers are considering sending
less tea for sale at the London auctions.
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Tahlo Dotg 9
Ugand = Tea Produ tion Inorease,/Docr as b 1000t 1975 Toaethor With Hiqhest Regorded Output
'000 TONNES

: ESTATE 1970 1971 1972 1973 1974 {1975 INCREASE DECREASE |MAXIHUM

(*000 Kq) . . . . . N , N RECORDED

QUTPYUT
+

1. Ankole 1,104.4 743.8 36.8 743.8
12, Igara 138.8 1,239.4 889.4 540.8 1,239.4
la. Gugamba 1,152.7 1,222.2 893.0 ' 22.5 | 1,222.2
4.  Muziet %08, 5 654.4 471.3 ‘ 7.3 654.4
5. Kisaru 81.0 228.7 146,1 80.4 ' 228.7
6. ¥ijezi-Kayonza 368.0 ! 682.9 643.7 74.6 682.9
E?. Samaliya 61.9 293.9 77.0 4.4 ‘ 293.9
9, Kako 105.8 210.3 98.8 210.3
‘U. Maru Maru 68.3 g 82.3 20.5% ? 82.3
10. Mityana 1,138.1 1,547.6 ; 1,184.9 4.1 ' 1,547.6
1. rakenda 798.7 ' 1,064.2 i 904.2 13.2 1,064.2
12,  Nawutamba 241,11 282.2 232.3 4.4 282.2
13, Nwera 212.2 [ 338.3 183.% 13.5  338.8
'14. Kibulala 234.9 | 283.5 ’ 194.8 17.2 2835
15. Kibulala 520.7 $92.2 | \ 328.5 36.9 592.2
16, Klwatu 27,6 542.7 82,3 9.6 5427
17. Mabira 96.4 207.0 175.9 82.5 207.0
18. Nakigalala 2138 256.6 132.4 8.0 2.6
19. salama 830.0 946.7 768.3 7.4 946.7
20, Luwala 45%5.0 500, 7 10,0 $00,7
21, Tamangala 13.4 15.2 - -
22, Uganda - - -
23, Kyaterekere l08.0 152.4 96.7 10.% 96.7
Pl Wugerere 79.6 924.8 36.9 53.6 94.8
/5. Nakalasa 285.3 309.6 226,0 20.6: 309.6
26, Kiamara 1,157.8 1,419.3 1,118.4 3.7, 1,410.3
270 Toro/s muliki 3,135.4 3,356.9 2,193.8 23,7 13,358.9
8. Buzirasagama 160.2 174.1 154.9 1.3 174.1
29, Fijura 295.1 576.6 95.4 576.6
0. Xiko 827.5 896.4 706.6 14.6 896.4
1. Mabale 7.3 1,275.8 826.2 + 1,275.8
32, Munabwa 1,096.% 1,237.2 75¢.7 31.5] 1,237.2
133 mwenge 1,439.0 1,702.4 1,433.0 0.4 1,702.4
34, Ruwanzori 100.4 245.2 308.3 + 245.2
15, kabarale 432.4 516.2 558.0 29.1 516.2
|
SR
ICOUNTRY TUTAL 18,217.2 | 18,004.7 | 23,376.2 | 21,8080.2 | 21,687.7 | 18,367.6 23,8233
i

period,

SOURCE : Uganda Tea Authority

+ the figures in the column for the years 1971, 1972, 1973, 1974 indicate the highest recarded output over the 1970 to 1975




Table i, til 96

in 1975/76

IGROWER TOTAL TOTAL WORKERS | WORKERS EMPLOYED
[AREA | EMPLOYED ____ | ON TEA PLUCKING __
HA % NOS % PER 11A] NOS %
rivate Estates 3.583 17.2 6.000| 23.4] 1.67 4.800 22.9
ganda Tea 2.619] 12.5 6,000 23.4| 2.29 4.800 22.9
uthority
Agricultural 3.389 1 16.2 7.000| 27.4| 2.07 5.600 26.6
nterprises Ltd
Uganda Tea Growers 1.870 9.0 | 4.000| 15.6] 2.14 3.200 15.2
Corporation
out—grow('\rs 9.410 45.1 2.600 10.2 0. 28 2.600 12.4
TOTALS 20.871] 100.1 | 25.600] 100.0| 1.23} 21.000] 100.0

SOURCE: Ministry of Agriculture
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Table 1o,

Uganda Tea;  Tgara Tea Factory Tea Gradog_(i’g.y_‘”‘(‘.wﬂ
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-
YEAR TOP GRADES
BP1 PF PD FANNINGS | DI Fy

1971 8.5 70.2 14,7 1.3 2.8 2.0
1972 11.0 68.9 13,7 3.1 2,0 1.3
1973 12,2 67.4 13.4 3.0 2.1 1.6
1974 17.3 6l1.2 12,7 0.2 3.6 5.0
1975 (0CT) 18.8 62.3 8.7 5.9 3.3 1.0
SOURCE. : Igara Tea Factory Uganda/Tea Growers Corporation
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Tablc 06, v

Uganda;  Cost and Returns on Tea (Dried)
1975/176
| - -
ITEM OF COST Average rates ' Increascd rates |Per Cent
for 1975 for 1976 increase
' in Cost
shs/” [+ |shs/ | 3
' Kg Kg
Cultivation 0.20 3.2 0.23 3.2 15
' Fertilization 0.92 14.8| ©.95 13.3 3
Lucking & Green 1.98 1.9 2.48 34.6 25
Leaf Collection
l Manufacture 0.87 14.1| 0©0.97 13.6 11
Overheads 0.83 | 13.4| 1.10 15.4] 33 :
l Depreciation 0020 302 0. 20 2.8 -
Packing & 1.20 19.4 1.22 17.1 10
' Distribution
TOTAL 6.20 100.0| 7.15 100.0 15 ;
F.0.B. Mombaga 7.29 7.00 - 4 '
' Estimated
Profit + +1.09
l loss - - 0.15 =113.76*
' SOURCE : Ministry of Agriculture
' * Note Original figure -86.2 incorrect
| |
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cinly sl Uon Buports 1000 L0 1975, and Tronds o P‘?frib“iiﬁﬂ-Of_B?F“}Yjﬂ1“?922£Z}££

1966 | 1967 | 1968 1969 | 1970 | 1971 1972 1973 1974 1975

R a S 4O & A S S S T S &G A A G SR Gk o e aae sub

f

Exports (Tcunes) 8,943 9,617:'11,387 15,927,15,052!15,265; 20,676] 19,146 16,662 16,930
Exports (Million Shs) 62.4 ! 69.5 | 75.4 | 93.5 | 95.0 | 95.4 |125.9 {1l1l1.8 {1l09.5 120.8
Average Price 6.98; 7.22! 6.49f{ 5.75, 6.18] 6.29] 6.10 5.73 6.58 7.14
Shs/Kg

Main Receiving
Countrics (%)

United Kingdom 68 87 34
Canada 10 7 3
USA 7 4 4
Netherlands 6 31 32
Eire 5 2 3
Australia 2 1 -
Somalia 1 4 3
Pakistan NIL 9 10
Others 1 5 11
Total 100 100 100

SOURCE: Uganda Tea Authority
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Tavle b6 VITL
Production of Tea in Main Producing Countrics 1968-1974
Tonnes
1968 1869 1870 | 1971 1972 1973 1974

India :

Assam, Bengal, Bihar,

Tripura, 303,712 296,194 1315,007 (370,751 [ 50, R16 | 166,104 1390,037

Punjab,U.P, & H,P, 1,545 1,369 1,541 1,578 1,871 1,967 2,000

South India 97,232| 96,025(101,169 103,137 103,309 | 103,791 {106,083

Total 402,489 (393,588(418,517 435,468 455,996 1 471,952 192,116
Pakistan 28,302 | 29,999 31,381 12,449

Bangladesh 23,836 27,550 | 31,774
Sri Lanka

ligh=grown 86,022 84,911 81,110, 84,569} 81,393 80,571 | 80,286
Medf un-grown 80,927 77,5201 72,199 7%,958{ 74,922 70,4231 70,510

Low-grown 57,8531 57,209] 58,900 57,246 57,160 60,278 | 53,742
Total 224,802(219,640(212,209 217,773|213,475 | 211,272 |204,038
Indonesia

Estates (Java) 27,957 27,758{ 29,901 13,571| 34,785

(Sumatra) 11,580| 11,767| 13,016] 13,933 13,479

F asants (Java) 2,159 1,207 1,131 7031 1,%03

Total 41,696] 40,732| 44,048| 48,207| 49,777 54,546 | 66,319
Kenya 29,762| 36,060| 41,077 36,290 53,322| 56,578} 53,440
Uganda 15,163 17,627 18,217 17,9664 23,176 b 21,9441 21,688
Tanzania 7,923 8,777 8,492| 10,457| 12,706 12,658 12,974
‘Malawi 15,812} 16,916| 18,731{ 18,615{ 20,682 23,553¢ 23,318
Cameroon 1,07 a78 1,179 1,222 1,438 1,478 1,597
Zeire 6,050 7,859 8,759 6,047 6,797 6,387 6,329
Mauritius 2,288 3,191 3,258} 4,089! 4,678 4,079 3,971
Mozambique 14,251| 16,034} 16,974 16,53 | 18,678 ( 18,795 17,619
Rwanda 83 976 1,245 1,8191 2,522 2,741 3,433
Burundi 79 92 146 322 481 656 909
South Africa -

China 259,984 (291,229 | 307,000

Taiwan 24,418| 26,248} 27,648! 26,924) 26,229 | 28,639 24,173
Japan 84,971} 89,604| 91,198; 92,911| 94,832 | 100,968
Malayasia 3,468 3,482 3,381 3,321 3,364 3,355
Viet-Nam Rep 4,770 4,900 5,545, 5,800 5,100 6,250| 6,000
Viet-Nam DR 3,000
Iran 19,200 17,500 16,0001 24,000 | 39,000 41,000

Turkey 27,557 24,371} 33,431 32,260‘ 46,500 | 43,302 44,893
Vebeba e 56.1% 59,9\0 66,@ Uapém | 71.3@ 7'.'“ R, 550
Argentina 18,610 23,310( 27,09 27,510{ 27,010 18,290

Bragzil 4,589 4,568 5,848] 6,57] 6,500 6,471

Peru 1,570 1,8% 1,520) 2,020

Papua & New Guinea 71 365 971 1,402 2,689 3,577
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Tea Imports for Consumption* 1968-1974

Table I)(x:_l",(_

- ——— e

Q2

‘000 tonnes
COUNTRY /AREA 1968 1969 1970 1971 1972 1973 1974
UK & Ireland 262.5 201.1 1 244.7 | 215.4 ] 204.8 195.3 220.4
Rest of W, Europe 31.6 32.5 32,9 34,2 36.7 41.0 39.4
U.5.S.R. &
E. Europe 22.7 30.7 32,0 49.6 56,2 47.0 59.0
North America 92.4 84,7 81.5 101.8 91,0 100.1 103.6
Latin America 8.5 11.8 10.4 9.2 10.7 10.3 10.3
Asia 70.0 88.9 76.6 83.6 | 127.3 119,2 129.0
Africa 96.1 101.6 | 110.2 92.3| 100.9 90.3 93.5
Oceania 38,7 35.6 33.4 37.2 35.6 36.0 35.4
Major Producing
Countries 1 5.6 13.8 16,0 14,6 20.5 22.3 16.1
TOTAL 628.1 600.7| 637.7] 637.9] 683.7 661.5 706.7

* Imports adjusted for re-exports

1, virtually all imports into Japan.

Source : International Tea Committee.

e
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World Exports of Tea 1968-1974

Y000 tonnes

COUNTRY 1968 1969 1970 1971 1972 1973 1974
India 208.4 168.7 200,2 204.4 209.8 188.2 205.9
Bangladesh - - - - 13,2 20.3 21.2
Sri Lanka 208.17 201.4 208,13 200, 8 190.1 205.5 175.2
Indoncsia 36.3 32.5 36.9 40,2 38,5 35,6 50.2
Kenya 28.4 33.8 6.1 34.3 47.3 51.5 49.7
Uganda 11.4 15.9 15,1 15,3 20,7 19,2 16.7
Tanzania 7.1 7.7 7.1 8.4 9.2 9.5 9.7
Malawi 15.8 17.3 17.7 18,2 19.9 22,1 23.8
Mauritius 1.7 2.6 2.6 3.1 3.9 3.7 3.0
Zaire 4.3 4.1 6.0 6.0 7.1 4.9 n/a
Mozaimbique 14.2 15.4 16.7 17.5 18.4 17.9 17.2
Rwanda 0.6 1.0 1.3 1.7 2.3 2.7 3.1
Burundi - .1 .1 .3 .5 .6 o7
China 35.0 31.0 .0 41.0 3.0 33.0 43.6)J
Taiwan 18.4 21.3 20.4 22,8 21.3 21.1 17.2
Japan 2.0 1.6 1.8 1.4 1.9 2.2 1.8
Malaysia 1.5 1.3 1.0 .8 - - -
Turkey 7.4 8.3 7.8 17.8 14.9 18.8 11.5
8. Vietnam .7 .2 .1 .1 .6 - -
N. Vietnam 1.7 1.5 1.7 1.7 1.8 1.6 n/a
Iran 1.2 .2 1.3 .6 .5 .6 n/a
Argentina 14.7 14.6 19,1 22.4 18.9 18,0 n/a
Brazil 3.0 2.8 4.0 5.3 4.2 5.7 5.2
Peru o1 .1 - - - - -
Papua &
New Guinea .3 o7 1.2 1.8 2.8 4,0 4.4
Others 9 .8 o7 o7 n/a n/a n/a
Total 623.8 584.9 637.4 666.1 |686.8 686.7

Source : International Tea Committee
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ég_PENDIX D.7

THE TEXTILE INLUSTRY

1. THE PRLSENT SITUATION

The National Textiles Board was established by decree on 7 October,
1974. It was intended that all units concerned with the spinning or
weaving, of cotton and the manufacture of clothes should be brought
under onc major organisation. One other factory for making jutc gunny
bags and hessian cloth was also to be included in the new organisation.

The National Textiles Board now oversees seem ten production units and
two markcting services companies which deal with exports and home salces
respectively. Overall the Board is responsible for some 15,000 persons.

Uganda has never been a large exporter of finished textile products but,
because of the current decline in production, there is sald to be an
insatiable home demand for the supplies available.

The industry is suffering from a chronic shortage of forelgn exchange
inputs, mainly dyestuff chemicals and sparc parts for the ageing
machincry.

There is very little organised training at the present time, despite
the severe shortage of skilled technical staff,

For the foreseecable future the industry will remain a major consumer of
foreign exchange on rather a large scale.

In the following scctions a brief description is yiven of each major
production unit. However this report should not be considered as a

comprehcnsive examination of the industry. 1In Table D7.1 (p.122) details of

the capacities and current outputs of the major enterprises in the
industry have been summarised.

In the final section on future developments some suggestions for the
future organisation of the industry are set out.

II. TEXTILE PRODUCTION UNITS
II.1 Nyanza Textile Industries Ltd., - Jinja
IX.1l.1 General

The Nyanza Textile Factory or 'NYTIL' factory as it is more commonly
referred to was built by the British company, - English Calico Ltd.,
in 1956, The project was heavily financed by the Uganda Development
Corporation on a loan and equity basis. .
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The factory is the largest textile manufacturing unit in East Africa
and currently employs some 3,900 persons with an executive staff of
170, The factory normally works on a thrce chift per day basis,

Much of the output is bought direct by the company's sister organisation,
United Garment Factory.

11.1.2. Production

The factory was originally cquipped with 34,500 spindles, and nearly
1000 Northrop looms. The Northrop looms which are said to be ageing
are slowly being replaced by Sulzer looms. Thcre are now 866 looms of
which 104 are Sulzer and 762 Northrop.

The factory umes locally grown cotton and buys some 33,000 bales a year.
Small quantitics of ready spun yarn have been purchased from the new mill
at LIRA.

In 1970, the company exported just under S5 per cent of output. This nas
now fallen to negligible quantities, and there is little prospect of
major exports.

Low production cfficiency is attributed to the irregular supply of spares
and other inputs.

Details of the recorded production since 1970 are set out in Table D7.II (p.123).
It will be scen that weaving production fell by 34 per cent between 1970
and 1975. The decline in yarn production was even greater at 39 per cent.
The current output of approximately 20,000,000 linear metres has to be
compared with an installed capacity of 36,000,000 linear metres, i.e.

56 per cent utilisation.

IT.1.3 Future Developments

The current programme of re-equipment has alrcady cost the company
some 25 million Shs. in the last five years. 1t is intended to buy a
further 58 new Sulzer looms to replace some more of the older Northrop
looms.

New machinery already bought and installed includes a wrapper and a
sizing machine.

I1.1.4 Foreign Exchange Requirements

Details of the main foreign exchange inputs for 1975 are listed below:

Mill Shs.

Dyes 4.5
Chemicals 7.2
8lashing 3.0
Packing 5
Fuel Oils etc, 8.7
8pinning/Weaving 2.7
BElectrical/Mechanical i.:
Engraving and Printing .

9 g :
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Allowing for the difficulties in obtaining supplies in 1975, the
foreign exchange requircments to mect the tota) needs of the

factory operating at standard capacity would be not less than
50.0 mill shs.,

Together with the service charge to cover the 25 mill Shs. loan
some 55 mill Shs, in foreign exchange is required each year.

The 1974/75 financial accounts gave the following information :

Mill Shs,
Total Sales ctc. 148.4
Total Factory Costs 101.5
Total Foreign Exchange
requirement say 55,0
Exports 2.4

On the basis of these figures the following evaluation can be made

Mill Shs,
Domestic Added Value 93.0
Import Co-efficient 0.5
Net Foreign Exchange Bencfit -52.6

Because of the low level of exports the foreign exchange rating is
bound to be very low,On the other hand the Domestic Added Value amounts
to 93.0 mill Shs,

11,2 Pamba Textiles Ltd,, Jinja.
11.2.1 General

Pamba Textiles was originally called MULCO and first started production
in 1962, The Mulcc Company was the textile division of the Madhavani
Group, From the start, the Company has specialised in the production

of printed fabrics, Printing was carried out by hand at first,

However demand was so great that a fully automatic screen printing
machine was installed. This unit has a rated capacity of 6 million
metres per annum,

The Compény employs some 1800 workers who work in three shifts 6 days

a week. The manangement has taken every possible care of the factory
staff even cnsuring that supplies of socap and sugar are available in the
factory shops, As a result a very good relationship has been built up
at all levels within the factory. :

P
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The manager was in the process of appointing a full time Training
Officer when the tcam visited the factory. Some 11 graduates have been
trained abroad on such subjects as spinning, weaving and process chemistry.

The Company makes a wide range of products and, as well as printed

fabrics, produces towels (excellent quality) bedspreads, shirting material,
bed-ticking cleth etc. It has a contract with the Uganda Army for
camouflage smocks and drill uniforms.

11.2.2 Production

The factory's installed capacity is 15 million linear metres per annum
but it is only achieving 11 million linear metres at the moment. It is
estimated that with new machinery there is sufficient space in the plant
to raise the daily capacity from 40 to 50,000 metres per day. This is
the current objective of Pamba management.

The spinning mill uses about 1,100 bales of local cotton a month. However,
full capucity is not being worked because of a bottle neck in the weaving
shed. 480 looms were originally installed but fewer than 80 per cent are
currently working because of the shortage of spare parts.

I11.2.3 Future Developments

Many of the machines in the factory are secondhand but not quite so old
as has been previously reported. All plant is in fact of 20th century
manufacture, but with some dating from 1925.

The Company has embarked on a programme of modernisation. One stenter
machine and a fabric printer are already on site awaiting to be installed
together with a new sizing machine in a new process block. Although the
building has been completed there uir. no engineering foundation drawings,
halting further work. This fairly simple task should not be beyond the
capacity of a qualified civil engineer. The design of an effective and
labour saving layout will require some technical expertise which does not
appear to be readily available.

It is understood that the new equipment has been standing outside the
factory for some six months. Deterioration seems unavoidable, and it is
very important that this project is completed as soon as possible,

The following additional items of equipment are to be bought :

40 Ruti wide looms
4 Pirn winding machines
1 8izing machine

12 Sulzer looms
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It is said that orders have been placed but no indication of capital
cost was given to the Consultants.

11.2.3 Foreign Exchange

The following foreign exchange requircments were identified for 1975:

Mill Shs
Chemicals & Dyestuffs 3.6
Spares 0.3
Miscelleneous Parts 0.4
4.3

This figurc seems quite inadequate to meet the needs of existing
installed capacity. 1t emphasiscs the care which has to be taken in
making foreign exchange evaluations. Estimatcs need to be calculated
from actual production necds.

11.3 Uganda Rayon Textile Manufacturers Ltd., Kampala

11.3.1 General

The team did not visit this factory which was originally built in 1966.
As its name implies the factory imports rayon (mainly from France) and
blends it with locally produced cotton. The factory has a reputation
for its wide range of local African woven materials which are bought

principally for making dresses.

About 1,100 workers are now employed but it is intended that the
number will increase in the future when the size of the plant is expanded.

11.2.3.2 Production

About 160 bales of cotton a month are used, producing about 2.2 million
linear metres per annum. Installed capacity is rated at 3 million
linear metres per annum.

Much of the machinery is said to be old and requires special attention,
although no unit is out of order.
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I11.3.3 Foreign Exchange Requirement

No indication of the futurc cost of development has been given. Howcver
annual operating requirements for foreign exchange have been identified :

Mill Shs.
Rayon 0.5
Chemicals etc. 1.5
Spares 1.0
3.0

This expenditure is probably in order for the size of the factory, but
the cost of raw rayon will have substantially increased since last year.

I1.4 Uganda Spinning Mill Ltd., Lira

I11.4.1 General

This mill was built in 1974 by the U.5.5.R. under a bilateral trade
agrcement, As its name implies only spun yarn is produced, mainly for
sale to local industry, although some exports have been effected. It
is hoped that exports will grow and become of major importance.

At present, only 960 workers are employed in two shifts.

11.4.2 Production

Present production is said to amount to no more than 1200 tonnes, although
the rated capacity of the plant is 3600 tonnes. The reasons for the short-
fall are insufficient electric power and water, poor sewage facilities and,
as yet, poor marketing conditions.

The mill produces both corded and combed yarn ranging from 17/1 to 85/2.
The installation comprises 64,000 spindles and 23,808 twisting spindles.

No other information is available.
II1.5 African Textile Mill Ltd., (ATM), Mbale

I1I1.5.1 General

The ATM factory was first commissioned in 1968, Much, however, of the
original equipment was supplied secondhand.

The factory is a completely integrated unit with its own spinning,
weaving and processing plants, The main products are cotton prints,
plain dyes, bedsheets and hand towels.

T e vt =
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Sitced not far frem the main process block is a small production unit
making PVC 'Rexine' cloth which is used in the furniture industry.

The factory cmploys some 2000 persons.
I11.5.2. Production

Details of production from 1971 to 1975 are set out in Table L7.111 (p.124).
It can be seen that production of cloth, after falling to a low of just
over 4 million lincar metres in 1974, now shows every sign of recovery in
spite of the curreni problcns.

The plant was designed to produce 15 million metres of cloth a year., It
is understood, howcver, that only equipment to meet a maximum output of
10 million metres was in fact installed. Orn this basis the plant is
operating at 50 per cent capacity.

The spinning machincs are old, and only 13,000 of the 22,000 spindles
installed are at work. Nor do quality standards appear good.

The major constraint, however, is the weaving department, where maximum
daily output is 22,000 metres.

The management propose that 240 new looms should be purchased together
with some pirn winding machines. The company is however in a poor state
financially, having inherited a very large accumulated deficit, said to be
in the order of 13 million Shs. from the previous owners making financing
difficult. The East African Development Bank has been approached for a
loan of 20 million Shs. The new looms alone are cstimated to cost not less
than 25 million Shs. and would increasc weaving capacity to 50,000 metres
per day.

Production of 'REXINE' on the other hand makes a small but useful
contribution to the Company's sales at 12 million Shs. per annum. This
plant is said to be in reasonable working order.

11.5.3

No details were available of the foreign exchange rcquirements for either
capital equipment or operating costs.

11.6 United Garment Industry Ltd., Kampala
I1.6.1 General

United Garment Industry or UGIL, as it is better known, is the major
producer of clothes in the country.

The company is particularly well known for its range of shirts. New
departments have been established for the production of knitted underwear,
trousers and jackets and ladies' wear.
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The Company cmploys some 1,000 workers, Recruitment of staff is mainly
from local schcols and training is given on the job. There are three
scales of payment depending on ability and experience.

Grade A SO0 Shs, per month
Grade B 350 Shs, per month
Grade C 250 Shs, per month

The average period of employment iy about five years. The faciory
experiences little problem in finding new staff.

The factory only works one shift a day,as it has been found that
quality is difficult vo maintain under artificial light.

I1.6.2 Production

The standard capacity of the plant rated in terms of inputs is

Shirts 96,000 metres
Trousers 36,000 metres

Knitted wear 120,000 metric tonnes
Ladies' wear 432,000 metres,

8ince 197] sales have risen very considerably.

Mill shs.
1971 9.9
1972 11.2
1973 19.7
1974 38.5
1975 71.1

The cost of production is estimated as follows:

Mill Shs.
1971 7.7
1972 8.1
1973 11.0
1974 24.5
1975 $0.0
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In 1975 the total cost of imported inputs amounted to more than
40 million Shs,

The factory was designed and equipped by a Japanese concern, which
is understood to provide the majority of inputs under a bilateral
agreement.

As far as could be gathered this factory was free from foreign
exchange limitations and was therefore operating at full capacity.

I1.6.3

No foreign exchange calculations have been made because all plans
for future development are being encompassed within the present
bilateral aid agrcement.,

11.7 Uganda Bag and Hessian Mills Ltd., Tororo

I1.7.1 General

The Company was first built in 1969 by the Birla Group of India, who
maintain a 50 per cent share of the equity and retain the responsibility
for providing technical management and training personnel.

The factory can supply at least 75 per cent of the country's total
requirement of gunny bags and hessian cloth. These two items have
been considered essential for the export of coffee and cotton.

The factory employs about 1,000 workers but is said to have
difficulty in recruitment. The average period of employment is only
& matter of months,

11.7.2 Production

The production of gunny bags and hessian cloth is as follows:

Production Gunny Bags Hessian Cloth Total

Tonnes Tonnes Tonnes
1971 2,357 376 2,733
1972 4,090 637 4,727
1973 3,252 547 3,799
1974 3,275 364 3,639
1975 1,505 161 1,666
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Thesce outputs must be seen against a rated capacity of 5,520 tonnes for
gunny bags and ©060 tonnes for hessian cloth. (7 million gunny bags and
5 million metres of hessian cloth).

The very disappointing results are reflected in the levels of past
annual sales

Mil) Sns
197 8.3
1972 20,3
1973 18.0
1974 23.4
1975 15.7

The main reason for the very low level of output in 1975 was the
lack of foreign exchange to purchase raw jute;,

Quantj_ty of Jute value Unit value

Purchased (Tonnes) mill. Shs, 8hs. per Tonne
1974 4,419 lo,2 2,315
1975 1,836 0.7 3,809

The shortage of raw jute caused a serious shortage of hessian products
for the coffee and cotton industries. In order to meet the needs

of bags for coffee cxports some 120,000 polypropylene bags had to
be flown in at very high cost.

I11.7.3 Foreign Exchange Assesament

In a full year,the factory can process some 6,500 tonnes of jute which
at 1975 levels would cost 24.8 million Shs. A further 3 million Shs.
would be required to purchase spares making a total annual foreign
exchange requirement of about 28 million Shs.

In theory, at 100 per cent capacity these inputs would generate some
60 million Shse. in salaes.

The Domestic Added Value would be in the order of 32 million Bhs.
Import Coefficient can then be calculated as 0.47.

As there are no exports the Net Foreign Exchange Benefit is negative
a4t 32 million Shs.
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11.7.4 New Projects

Under a Saudi Arabian loan agreement a provision of 91.8 million Shs.
has been set aside to promote the development of a kenaf and jute
industry in Uganda.

The programme is to produce some 15,750 acres of kenaf on a commercial
8cale together with a further 3,000 acres by outgrowers in 1979,

Total output by 1979 will be 8,500 tonnes and it is expected that the

project will eventually reach 12,800 tonnes. It is estimated that home
production should replace 80~85 per cent of imports. An import saving

of 20 million Shs., a year is forecast.

At present, only 50 tonnes of inferior grade kenaf are being produced,
on two prison farms.

Two production areas are likely to be selected for development. Detailed
surveys have not yet been undertaken and there is no financial evaluation
based on site data.

The first site at Namulu is very close to the Tororo Cement works. It
is possible that the cement dust which covers a considerable area around
the plant could contain toxic substances harmful to kenaf. As yet no
tests have been undertaken.

The second site at Rwimi is said to be subject to severe flooding at
certain times of the year. The coet of drainage and stable roadways
for carting the crops could prove to be very expensive. These are
essantial factors in evaluating the feasibility of the project.

I1.8 Polypropylere Versus Jute
11.8.1 General

It has been estimated that the coffee industry alone requires some

6 million gunny bags a yecar, possibly the total quantity required in

the country could be as many as 12 million. Hessian cloth is also used
for wrapping cotton bales at the ginneries, and for wrapping woven cloth
in the textile industry,

In a previous section reference was made to the fact that 120,000
polypropylene bags had to be flown into the country at short notice
because of the shortage of gunny bags for the export of coffee., The
cost of these bags was about US § 24 cents each excluding the cost of
transport, which was borne by the Government.

Because of the difficulty of obtaining local supplies, quotations were
obtained from Bangladesh for gunny bags at US $ 42 cents each, delivered
Kampala.

T T e
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These prices have to be seen against the prices currently being quoted
by the Uganda Bags and Hessian Mills Ltd., at 8.5 Uganda Sis, each

{(say US § 1.0 each).

In view of these very wide cost differences it is considered that large
sicale production of woven polypropylene bags and cloth should be
evaluated on the basis of foreign exchange earnings.

11.8,2 Cost Comparison

1t is proposcd to compare the import costs of a 5 million polypropylene
woven bag plant against the equivalent cost of gunny bags made iln the
country frem inported jute.

A) Cost of Gunny bags
Unit weight 1.13 kqg.
Cost of Jute 3,800 shs. per ton,

Total Import Cost = 5,000,000 x 1.13 x 3,800 = 21,5 mill.Shs.
1,000

Therefore, the total cost of raw material input 1s 21.5 mill shs. To
this would have to be added the cost of spares to keep the plant in
operation, say, another 2.5 mill Shs. making a total foreign exchange
cost of 24.0 mill Shs,

B) Cost of Polypropylene bags
Unit weight 0.15 kg.

Cost of Polypropylene¢ Granules =- US $ 900 (7,560 Shse.)

per tonne,

Total Import Cost = 5,000,000 x 0,15 x 7,560 = 5.7 mill. Shs.
1,000

In the above example,a total unit bag weight of 150 gm was taken, but
it is considered that a bag weight of 120 gm would be more than sufficient.

In this case the total import cost would be :

5,000,000 X 0,12 x 7,560 = 4.5 mill.Shs
1,000 _

The capital cost of extrusion and weaving machinery including buildings
is estimated to be US $ 1.2 Million (10.0 Mili.Shs.). If it was

assumed that a ten year loan at 12 per cent interest was negotiated the
annual foreign exchange outgoings would be 1.5 Mill.shs. The foreign
exchange cutgoings for thc polypropylene plant would then be 7.5 Mill.Shs.
on the basis of 150 qgm, sack.
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This cvaluation zuggeste that a new polypropylene plant could save some
14.0 Mill.Shs. of foreiyn exchange annunally compared with the total
manufacture of jute bags.

The Domestic Added Value is about 2.5 Mill.Shs, if total sales price
is taken at US $ 24 cents.

The costs of production arc estimated at US $§ 20 cents and therefore
the Teport Coefficient is

~3

.5“ = 0089

8.

It is unlikely that the plant would require more than 72 workers
excluding management.

I1I. Future Developments
I11.1 The Maintenance Problem

Requirements for maintenance at the textile plants need further
examination.

Those Managements who have prepared future investment programmes: for
their factories have all indicated that they intend to purchase highly
conplex automatic equipment. These decisions are being taken in the
knowledge that at present the Sulzer looms can only be fully serviced
by the manufacturer if a major breakdown should occur. It could there-
fore be argued that the industry is sceking prematurely an unnecessary
level of sophistication. Labour costs are lower in Uganda than in some
other textile producing countries and therefore a higher level of labour
intensity may be desirable to promote cmployment.

Many of the older looms now in operation were originally manufactured
with very simple process technology. Even this technology is not
available in Uganda at the present time but with proper planning,
organisation and training it could be fairly quickly developed.

Rather than incur the heavy expenses of new capital equipment the
alternative would be to develop the necessary process technology to
manufacture the key components completely to renovate the existing plant
locally.

I1I1,2 The Production of Spares
During visits to the many factories in Uganda it was noted that spare

parts (when available) were often fitted without ascertaining the reason
for the failure.
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In the textile industry as a whole, it was appavent that the practice of
methodical planaing  for the maintenanc and major overhaul of machinery
was not widcsprooad.  There was a marked difference in efficiency in
couparison with, for example, the tobacco industry, where cach major item
of plant was rcyularly yiven thorough overhaul and reconditioning,

It is recommended that the following steps should be taken to organise
an effcctive system of spares manufacture.

(1) The first step is to examine cach machine in detail
and to assess the total concumption of spares. Thc
survey should cover spares for those parts which have already
failed and should assess the requirement for spares to be fitted
Lo units renovated during a period of programmed maintenance.

(ii) The next step would be the production of engincering
drawings from which patterns can be made. A mctallurgist
will also be required to specify the material used and
subscquent trcatments.

(iii) A survey should be carricd out of the machine tools
available at thce diffcrent factories of the National Textile
Board. PBrief examination of some the facturics indicatced
that a properly trained and organiscd cadre of operators
could manufacture almost any component required.

{iv) From this data a production engineer could preparc
a schedule of (a) the total number of components required
and (b) the casting, and machining operations required
to produce sparcs of equivalent quality to the
manufacturer's original specifications.

(v) In sequence with these operations plant maintenance
schedules should be prepared. In the case of plant which
can be moved from the floor, total strip down and replacenent
regimes should be installed.

Unless the programme is organised on an industry basis, scale of operation
is unlikely to be large enough. Ultimately,it may be desirable to move
certain machine tools to centres where a comprehensive production
programme can be established.

This 'do-it-yourself' approach would nave the added value of training

tool operators and maintenance engineers to work at the levels of
precision which the sophisticated plant that one day may be installed

will demand. Such a programme will do much to speed the technological base
in the country.

We noted that in some cases no attempt has been made to consult local
industries about the production of specialist components. For example, a
large number of timber based spares are currently being imported from
India, yet no approach has been made to the Wood Industries Corporation
for assistance. .
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111.3 Electric Motors

Throughout Uganda's inducstry the failurc rate with electric motors
appears to have reached excessive proportions. The Textile industry
was bucy rewinding its own moters and in many cases essential inputs
were in very short supply. No electrical workshop had the proper
test equipment to ensure that an effective repair had been carried
out. Some centralisation is indicated but this is more of a national
problcu than onn for the textile industry above.

I1I.4 Market Prospccts
I11.4.1 Home Market

The majority of those working in the textile industry in Uganda were

of the opinion that home demand would absorb all production for the
foresceable future. It is possible that this does not take into account
the likclihood that some stockpiling is currently taking place at retail
level, as a hedge against future inflation.

Knowledge of the structure of the home market is fairly superficial.
Whercas preferences for colours and weaves are reasonably defined, little
statistical data exist on individual per capita consumption.

It scems reasonable to assume that the Naticnal Textile Board will have
to examine the future supply and demand situation in considerable detail.
This is of particular importance at the present time when each of the
major textile factories is preparing plans for future expansion.

I111.4.2 Export Market

The assumption that unlimited export markets exist for excess production
could prove to be highly dangerous. It is therefore considered that a
careful examination of the future investment proposals in the textile
industries of the other two member statec of the East African Community
should be undertaken immediately.

Taking the Community as a whole there are indications that a surplus of
a specific fabric in one country could potentially find a ready market
in another.

On the other hand, it seems reasonable to suggest that certain product
sectors could well be over supplied.

Future investment in the Community's Textile Industry must be based on
a full knowledge of market requirements. Even without this information
in detail the following indications for 1980 are becoming apparent.

e



X

120

Dyud linen, shirtings and poplins are likely to be in balance over the
E.A.C. On the other hand, twills, twists and satins are likely to be

in surplus, estimated by sowe to be in excess of 20 millicon sq. metres.
Tn all three countrics there is likely to be a shortage of sheetings
(surfis ond blosched), groys, and various sorts of synthetics. The
potential shertfall is not easy to assess but 40 million sq. metres would
be of the right magnitude.

There seems to be an urgent need for further cooperation amongst the
E.A.C. satates to ensure that futurce investment can be placced in those
markcet sectors where there are the greatest opportunities. Such
discussions should also include future export potentials and how

to organise exports for the mutual benefit of all three countries.

I1I1.5 Programme of the National Textile Board
I111.5.1
Since becoming operational in early 1975, the National Textiles Board

has set itsclf three main objectives for the future development of the
industry. They are as follows 1

(i) to rehabilitatc the existing plant to its present full capacitys
(i1) to bring all the mills up to 'licensed' full capacityi

(iii) to expand existing mills and to establish new onesi

111.5.2 Rehabilitation (Phase I)

The National Textiles Board is fully aware that availability of spares will
not alone incrcase production and therefore it is proposed to pnase out
ancioent plant and equipment in all departments and to re-equip the
factories with modern units.

The Board holds the view that the greatest constraints to increased
production are in the preparation and spinning departments. The consultants
noted problems leading to many bottlenecks in the weaving halls.

Finance for these new investments will come from the Board's own foreign
exchange allocations but external assistance is being actively sought.
Biletaral aid from a friendly country is one obvious gource, but the
Board is also interested in discussing joint ventures with commercial
organisations.

The Board is acutely aware that the introduction of more sophisticated
modern equipment will require highly trained staff to operate and
maintain it. This then is the second major component in the
rehabilitation phace.




—

It js proposcd thet training should be undertaken at two levels;
formnal study courtes at schocls, technical colleges, ectc., and on

the job training. 7The current problem is that there is no contre of
education in Uyanda capable of providing the necessary facilities and
guidance, 1If such a centre were established, it is considered that
Jinja would provide the most suitable location,

In the meantime,a number of UNIDO sponsored courses have provided
valuuble intermediate assistance and have been particularly useful in
giving 'refreshers' to personnel who are already trained. The current
need is to provide one ycar full time courses for beginners, to bring
fresh blood into the industry.

The National Textiles Board has set itsclf a target of 2 - 3
years in which to complete the rehabilit=tion phase.

I111.5.3 Achicvement of Licensed Capacity (Phasc II)
Before the Economic War, the East African Licensing Development Board
in Arusha used to allocate maximum permitted capacities for cach mill.

The objcct was to coordinate regional capacity in textile production,

The effective increases in capacity necessary for each mill to reach
'Licensed' level are as follows

African Textile Mills + 67 per cent
Pamba Textile Mill + 100 per cent
Nytil + 83 per cent
Uganda Rayon 4+ 100 per cent

The draft proposals currently being prepared by the mills to increase
capacity particularly emphasise the need for increased weaving capacity.

111.5.4 Expansion (Phase III)

The final development is to expand the manufacturing side of the
industry, thus increasing the domestic added value over the export of
raw cotton,

As yet no detailed plans have been prepared but it is unlikely that this
phase will be started for 8 to 10 years from now.

111.5.5 Conclusion

The National TextilesRoard has already made considerable progress during
its short existence. Its senior management have a deep knowledge of the
textile industry and are aware of most of the problems currently facing
it. The Board's proposals, cutlined in this Section show a realistic

and mcthodical approach to resolving what is, by any standard, a difficult
situation. '
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TUE_TORCCO_TUDUSIRY
1. RACKGROUND TO THE PRESLENT SITUATION

The tobaceo industry in Uganda was first started by the British
American Tobacco Company who foresaw theo necd to control every section
of the industry, if development wus going to be cconomically viable.

At first tobacco production was programmned to meet the needs of a
local cigarctte factory built in Jinja in 1928. This objective was
maintaincd until 1968, when Government decided to promote the
export of cured tebacco. The project has been very successful
with total exports reaching 15 million Shs. in 1974.

The main problem wbout the production of fluc dried tobacco of
higher quality and value has becn the virtual collapsc of the
I.D.A. sponsored Small Holders 'fobacco Project. The reasons
were the total abscnce of hard currency allocation to purchase
essential inputs fertilizers and pesticides. Transport had also
become & premium service. The projeet now scems in need of
financial restructuring to take inflation into account as well
as other problems.

Both the processing factory in Kampala and the cigarettc factory
in Jinja arc excellently managed by a hard core of Ugandans who
had been well trained through extensive managerial training
programmes, organised on an intcrnational basis.

The basic strength of the management lies, to a great extent,
in the tecam approach to the solution of problems together with
an intensive programmec of in-house training.

During the last few years, both factories have had their share
of difficulties in obtaining spares. A comprehensive, planned
maintenance programme has, nevertheless, kept machinery working
virtually at full capacity though other factories would have
been re-equipped many years ago.

There can be little doubt that the Uganda National Tobacco Company
is amongst the very best industrial complexes the country has to
offer. The only cloud on the horizon is the decline in production
of tobacco. This could destroy what is, by any standard, a sound
and financially successful operation.
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I.1 Production

Production of both flue and fire cured tobacco is set out in Table
DB.1 (p.133). The flue cured crop is the higher in value and is grown
mainly through the support of the Small Holders Tobacco Project.

The schow~ was originally awarded a US $4.0 mill. I.D.A. loan.

Local finance subscribed through the Cooperative Bank was 52 mill Shs.

Production has slowly declined because of the absence of inputs in
fertilizers and pesticides. Transport for carting fuel wood for the
drying kilns i no longer available., This alone is said to be respon-
sible for the loss of at lecast one third of production,

The Small Holders Tobacco Project originally provided for a full and
comprehensive extension programme. Unfortunately, the extension
workers no longer have cars or even bicycles to make their rounds,

Since 1970 the Small Holders Tobacco Project maintains that there
has been no increase in the average prices paid to growers. Prices
arc said to have been in the region of 4.70 to 5.75 shs./kg. To
break even on current production costs, it is more likely that a
minimum of 8.0 to 9.0 Shs./kg would be required. Thercfore, to give
a profit plus an incentive to grow more tobacco of higher quality, a
price range of 9.0 to 10.0 shs.per kg would be necessary.

Fire cured tobacco attracts a much lower price but the product is
important for blending into the stronger tobaccos required for the
local market.

1.2 Processing

All the tobacco for export and for cigarette making is processed
centrally at the plant in Kampala. Betwcen curing and manufacture,
the tobacco matures through slow-acting enzymic activity.

The Kampala processing plant has an output of 7 million kgs per annum.
However, owing to the shortage of tobacco, utilisation has now fallen
to about 40 per cent, (Table D8.II. p.134).

The tobacco for export is packed in wooden boxes (all imported from
Kenya)., Tobacco for the local market and for export to Kenya is
packed in cheaper packaging.

The processing plant was initially very soundly engineered and has
since been maintained to a very high standard. The whole complex
appears to be excellently managed, with a very high standard of
'house-keeping'.

126



127

It was cbvious to the consultants that everyone in the factory took a grceat
interest in their work. Labour relations are said to be exccllent and
staff turnover is minimal.

1.3 Consumption

Details of the domestic consumption of tobacco are set out in Table
DB.IIT (p.135). Since 1971, tobacco for cigarette manufacturce has
beer 1located by Government and has fallen short of the basic 3
million kgs normally requirced.

There is a great shortage of cigarettes on the local market and those
available tend to be sold at highly inflated prices.

1.4 Exports

In 1974, total exports amounted to 15 millions Shs (Table D8.IV. p.13€).
Greal Britain and Ircland were the leading markets, Growth has

depended upon supply of raw tobacco. ‘'heoretically, there is adequate
plant and equipment available not only to keep the home market

gatisficd but also to export some 4 millions :gs.a year. Whether or

not the international market could absorb this production is not
certain. Detailcd market rcsearch on export markets has not been under-
taken and therc are many unknowns,

1.5 Cigarette Production

The cigarette factory in Jinja was first built in 1928. 1In 1947 a
major programme of expansion was undertaken and most of the present
buildings date from this period. A new godown is currently under con-
struction.

The capacity of the plant is rcted at 500 million cigarettes per month
but shortage of tobacco and now other inputs has limited production to
around 150 million per month.

Annual production (million cigarettes) for the last five years has
been as follows:

1970 128,038
1971 131,898
1972 137,681
1973 155,145
1974 167,405
1975 146,131

The plant and equipment were mostly installed between 1954/55. In
spite of an excellent maintenance programme, they will have to be replaced
in the not too distant future.

B
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A German Hauni Werk cigarette packer has been purchased, but there is
a shortage of skilled electronic expertise to scrvice the equipment.

At procent there i3 only one hinged 1id filler in the factory.

It is now 27 years old and it is becoming very difficult to keep it
going. If the de-luxe brands of cigarcttes currently being made are
to continuec to bhe packed in hinged packets, a new unit will have to
be installed. The cost will not be less than US $ 300,000 (2.5

mill Shs.).

Cigarcttes are not exported allthough the management thinks that cood
markets could be found in Rwanda, South Sudan, Zaire, Burundi, aand
Congo.

At the present time the question is academic. Production is too low
to meet more demand. TIf the past is any precedent, cxport to Rwanda
would be paid for in Belgian francs thus earning hard currency,

The cigarette factory is totally dependent on a wide range of imported
products including:

cigarette paper

cork tips

filters

inks

glues (3 to 4 types required)
metallic foil

viscose film

packaging.

In order to meet production a minimum of 2 million Shs, per month is
required for these imports. There can be little hope that any of
these items can be made in Uganda. The total requirement is too

small for economic production. It is equally unlikely that a
sufficient export of tobacco could be generated in the near future

to cover the costs in foreign currency. t.evertheless, depending

on price structures, it is not impossible that the added value obtained
through cigarette manufacture would produce more foreign exchange than
exports of plain tobacco. This matter deserves detailed exumination
and especially a full appraisal of the potential markets in each of
the possible countries to which exports might be made.

1.6 Organisation of the Industry

As already stated, the production of flue cured tobacco is controlled
by the Small Holders Tobacco Project. The export orders for tobacco
are solicited and confirmed through the Produce Marketing Board. The
Board does not physically handle the tobacco; this is done by the
Uganda National Tobacco Company under contract,

- —
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It is suggested that the role of the Produce Markecting Board in the
tobacco industry should be critically examined. Idcally the Small
Holder fobacco Project should be brought into much tighter control
with the processing operations of the Uganda National Tobacco Company.

The "cxport services" provided by the Board are basically the
responsibility of one executive who, no doubt, could be transferred
to the Uganda National 'Pobacco Company. The Company is already
fulfilling nincty per cent of the export function and would require
little other input.

The accounts of the Producc Marketing Board were not available for
detailed inspection but there was a strong indication that the export
surplus crcated from the tobacco industry was meeting more than a
proportional share of the Poard's overhcads. There is a case for
concentrating the Board's functions entirely within the food industry
and secvering its historical association with the tobacco industry.

1.7 Evaluation of Forecign Exchange Inputs

The foreign exchange evaluation of the tobacco industry purposely excludes

the operation of the cigarette factory. This is not to suggest that the

cigarette factory's operations should be scaled down or indced terminated.

It is thought that by lnoking at the two parts of the industry as !
sBeparate entities future attention will be better focussed on those

areas wherc significant progress can be made. !

It was stated that cigarette production requires 24 million Shs. per annum )
minimum to meet current production levels. This investment yields
Government 84 million Shs. excise duty and a further 24 million Shs. in
Bales tax. It is therefore a significant revenue earner. 1If cigarette
production were doubled and the extra output exported, it is more than
possible that the whole foreign exchange input could be recovered.
Government would then maintain revenue without incurring the cost of
foreign exchange. This is an added reason why decision making on the
future of the industry should be concentrated under one management, whose
sole concern is to maximise the overall return to the industry without
the pressures of other vested interests.

Details of the foreign exchange calculations are set out in Table DS8.V
(p.137). The following assumptions have been made.

Production of flue cured tobacco rises to 5 mill kg and
fire cured to 2 mill kg by the tenth year, cnabling
process plant to operate at full capacity.

The averaged price of dcmestic tobacco is 12 Shs./kg
and 15 Shs./kg for export tobacco.

Home consumption rises to 3 mill kg and exports to
4 mill kg.

Only processed tobacco is exported, as at present.




To increaze agricultural production 4 mill Shs, per annum have been
provided for consumablcs, mainly fertilizers. 10 million Shs go to
refinancing transport rcequirements and rehabilitating the Small Holders
Tobacco Project.

To maintein the Kampala Plant, 1 mill 8hs, capital has been provided and
2 mill Shs,per annum for operating costs and external transport for
exports.

It has been assumed that capital is loaned at 12 per cent and repaid
over ten years.

On these assumptions, the industry's total foreign exchange requirement
is 8.0 mill Shs. and even if this figure werc doubled, a very large
surplus of foreign exchange could bce generated.

From all appcarances, this industry is quite capable of financing its
future development oul of foreign ecxcharge earned. Investment should
be made in market research to determine whether cigarcttes could

be exported to other neighbouring countries for foreign exchange.

I. 8 Constraints

Again farm production is thc major limitation to output. The break - ‘ :
up of the industry structure from that originally formulated by B.A.T. [
caused nany problems and much would be gained by reorganising the /
whole industry under the Uganda National Tobacco Corporation. Tobacco
growing tends to be more a way of life than with other agricultural

crops. The rather philsophical attitude is easier to nurture and encourage
within a closely integrated industry, as now proposed.

The senior management of the Uganda National Tobacco Company cconsiders
that further training programmes are required both at senior and junior
levels. The early problem would be the selection and subsequent
training of training officers. UNIDO might well be asked to give
assistance. '

The training of senior officers is not easy. The most important requircment is
know-how, which can only be obtained by working within industrial

complexes where commercial secrets tend to be closely guarded. Govern-
ment could possibly consider making a formal approach to the Board of

the British American ‘Tobacco Company for assistance. Now that the
valuation of expatriate company assets is nearing completion such dis-
cussions could prove rewarding. In order to open former channels of
communication, Government might also give consideration to the offer

of equity participation in lieu of compensation. Maintenance of quality
is important and the tobacco industry is in sore need of a quality control
and development laboratory. In the present excrcise, provision has not
been made for these facilities. The eccst, in any case, wonld he small

and the necessary expertise might be attracted by suitable measures,

In the long term, it would scem essential for a tobacco laboratory to

be cstablished in Uganda, tut practical commercial experience in its
design layout and cperation would be necessary.
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II. THE WORLD SITUATION
II.1 Production

World production of leaf tobacco between 1970 and 1974 increased from
4.7 to 5.2 million tonnes, an incrcase of 11%. Indications are that
production in 1975 rose by 1.5%. Table D8.VI (p.138) dctails world
production according to major producers, Asia and the American continent
being the main centres of production. Nearly 60% of world production is
contained within six countries - China, U.S.A., India, the U.S.S.R
Brazil and Turkey.

The main trend discernible in production has bcen the switch from

dark leaf lolacco. Before the last war, dark leaf tobacco had been
responsible for 50% of world production, but now its share is less than
30%. This was owing to the popularity of the American blend cigarette,
containing mainly flue-cured burley and oricntal tobaccos. Average
yields of leaf tobacco, by selected regions for 1972-1974, are repori.d
by the FAO as follows in kilos/hectare:

1972 1973 1974
Africa 808 754 739
N.C. America 2012 1959 2023
8. America 1073 1057 1091
Asia 1018 1029 1057
World ‘1201 1203 1230

11.2 World Trade

World exports and mports' of unmanufactured tobacco by major
participating countries and regions are prelented in Tables D8.VII and
VIII (pp.139-140).

The U.8.A. accounted for nearly 12% of world exports; at 1.4 million tonnes
over two and a half times more than the next largest exporter, Turkcey.
World trade in unmanufactured tobacco appears to have been increasing

at a pace substantially in excess of the growth in production. 1In

absolute terms, nearly 80% of the increase in production between 1970 and
1974 has entered the world export market. Throughout the world, several
countries have become g¥ominent exporters during the period: Malawi

and Rhodesia in Africa; notably Brazil, the Dominican Republic and

Mexico in Latin America; India and Korean Republic in Asia; and

Italy in Europe.

The focal import market for world trade continues to be Europe, which
accounted for 56% of all imports in unmanufactured tobaccoc in 1974,
though this has declined from 62% in 1969. A faster rate of growth

in imports was to be found amongst the minor European imports not listed
in Tables D8.VIII (p.l140). Significant individual importers experiencing
a rapid intake were the U.S., Japan and the U.S.S8.R., who jointly
increased their imports by over 110,000 tonnes.

e e
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Preliminary data for 1975 have suggested that world imports increased
by 4%. This is surprising, as this increase is substantially greater
than that recorded during the previous two years and occurrced during
a recession. The main reasons appear to be manufacturers taking
advantage of heavier crops, in the last few years, to replenish their
leaf stocks and, more importantly, a reduction from Jan. 1975 in the
rates of E.E.C. customs duty on imports of high value flue-cured and
burley lecaf.

I1.3 Prices

U.S and U.X. average annual prices of tobacco between 1969 and 1974

are conpared in Figurc D8.I (p.141). Prices, though annual averages,

do not display the wide variationg shown amongst the other 'soft'
commodities and overall have steadily increased, apart from the 4%

fall experienced in 1975 at U.S. auctions. Premiums above the average
U.K. import price in 1975 were : 50% for U.S. flue cured, and 10% for
Canadian flue cured and Greck oriental tobaccos. Lowest prices related
to Brazilian supplies of unstripped-flue cured at 30% below the average.

Vo -
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Table DI
Vinieiag Prodaci ton wl 'l and Pire Curcd Tobuacco

(a) Elpg:ggryﬂ_?ohacco Production and Value

Quantity (Kgs) Value (shs)
1970 2,816,835% 13,487,214.65
1971 2,983,397 12,752,807.40
1972 3,106,663 15,730,178.00
1973 2,233,104% 10,629,791.30
1974 2,635,358 15,632,760.25
*1975 2,462,913 17,278,224,90

*Excluding Kigezi toboeco

{(b) Fire-cured Tobacco Production und Value

1970 596,888% 1,550,005.70
1971 1,436,3354 3,634,285.75
1972 1,879,8364 5,034,820.50
1973 1,696,046 4,463,958.30
1974 1,224,361 3,510,076.35
1975 1,061,846 3,429,287.05

SOURCE : Produce Marketing Board

Farmer's

4.79
4.61
4.97
4,76
5.¢3
7.01

2.65
2.52
2.66
2.63
2.87
.23
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Table bG II
Uidebes oo B Do prin ool ol Repnda Plant 1971275
'000_kyg
DONE!TIC KENYA EXPORT TOTAT,

1971 1,539.3 1,196.1 1,107.1 3,842.5
1972 1,609.4 1,293.7 1,646.4 4,549.5
1973 1,860.1 517.7 783.8 3,161.7 ,
1974 2,173.7 92.7 1,178,585 3,444.7
1975 (PAKT) 1,587.1 213,0 1,062.5 2,880.6

SOURCE: Uganda National Tobhacco Co,, Ltd.

34



Table DO.11T

'000 kg

FLUR F1RE TOTAL
CURED CURED
1971 782.1 748.3 1,539.3
1972 1,103.9 505.4 1,609.4
1973 1,312.2 547.9 1,860.1
1974 1,629.0 526.2 2,193.7
1975 (Part) 1,341.9 202.1 1,543.9

SOURCE ¢

Uganda National Tobacco Co., Ltd

13!

Vgandasz Dencestic Consumption of Fluce Cured and Fire Curcd Tobacco 1971-75



Uopands

Year

1970
1971

1972
1973
1974

Tahlo D8, TV,

1 3(-1

brpra b ot Pluc and Fire Corcd Tobaceo 1970-1974

(a) Flue-curcd Tobacco

Quantity (Kgs) Value (shs)
RO7, 589 6,856,035
950,702 11,034,164.15

1,001,655 11,583,189,40
527,444 6,856,422,90
712,545 11,078,678.55

*1975 (Total quantity not yet completed)

1970
1971

1972

1973
1974

(b) Fire-cured Tobacco

10,200
109,183

626,425

5688.485
455,118

49,854,70
682,461.25

4,428,628,00

4,182,8%,.00
4,030,505.45

*1975 (Total quantity not yet completed)

SOURCE:

Produce Marketing Board

Destinatgpﬁ

G.Britaln, Ireland
G.Britain, Ireland
Belgium

B.Britain
G.Britain & Ireland
G.Britain, Ireland
& Holland

Austria
Austria, Netherland
& Britain
Austria, Switzerland
Netherlands {(Holland)
W.Germany

-do~

-do-
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Tabio D8V

World Froduction of Tobacco: 19701474
‘OOO tonnes
1970 1971 i 1972 1973 1974
Africa: 202 214 226 211 240
- Malawi 19 277 32 30 31
- Nigeria 16 17 13 12 12
- Rhodcsia 62 65 73 56 85
- S.Africa 34 32 30 31 30
- Tansania 14 12 14 lé 15
- Orhors 57 | 61 _ 64 1 _ 67 o7
Nortli & Central America:s! 1,134 j 1,015 1,054 1,084 1,186
~ Canada 101 | 102 85 117 117
- Cuba as | 27 45 46 16
- Domonican Rep : 23! 26 28 44 37
- Mexico . 80! ey 82 65 71
- U.S.A. | 865 773 793 790 888
-~ Othors : 20 22 21 22 27
S.Amcrica: T o
- Argcentina 66 62 74 71 98
- Brazil 244 254 263 235 226
- Colombia 42 38 36 39 50
- Others 45 43 43 49 53
 Asia: 2,077 2,048 2,275 2,283 2,411
- Burma 61 41 52 73 52
- China 806 802 856 968 983
- India 337 362 419 372 441
- Indonesia 78 I 60 127 120 122
- Japan 151 150 144 153 139
- Korca Rep 56 , 63 116 112 112
- Pakistan 120 113 87 63 66
- Philippines 61 56 56 65 79
- Turkey 138 174 180 130 190
~ Others 269 227 2394 247 227
E & W.Europe: 581 564 647 656 632
- Bulgaria 122 120 158 141 140
- France 46 43 50 50 49
- Grecce 90 88 86 S0 70
- Italy 78 79 84 96 96
- Poland 85 70 75 78 78
- Romania 23 30 38 38 50
- Others 137 134 156 163 149
USSR 266 262 i 302 312 308
Oceania 23 23 19 20 19
World Total 4,680 4,523 4,939 4,960 5,223

SOURCE:: FAO

1139
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Table DRLVIT
World Tmports of Unmanufucturced Tobacco: 19691974
‘000 tonnes
Region/Country 1969 1970 1971 1972 1973 1974
PN ———— -_ e e ]
Africa: 77 87 102 119 136 141
- Malawdi 19 20 25 27 31 27
- Rhodesia 23 32 45 55 65 70
~ Tan-sania 5 8 7 7 7 12
- Others 30 27 25 30 33 32
qNorth & Central Amorica:s 344 305 292 366 383 423
- Dominican Rep 18 20 26 33 32 41
- Mexico 8 11 11 15 18 26
- U.S.A. 262 21 215 275 278 295
- Others 46 43 40 43 55 6l
8.America 95 102 109 121 113 163
- Brazil 48 54 6l 65 65 91
= Others 47 48 38 56 48 72
Asia 286 280 314 358 347 360
- India 55 48 59 80 83 78
- Korea Rep 20 9 14 13 22 4]
- Philippines 33 38 46 38 34 34
= Turkey 70 74 84 124 108 112
~ Others 108 101 116 103 100 95
Europe 203 208 212 244 238 294
- Bulgaria 60 58 62 63 69 69
- Greece 7 63 59 74 46 67
- Italy 9 11 15 22 31 65
- Yugoslavia 14 19 20 17 17 19
- Othors 49 57 56 68 75 74
JUSSR 4 4 3 2 1 1
[Oceania 1 1 1 - - -
Total World 1,000 987]1,033]1,210] 1,218} 1,382

SOURCE : FAO
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Table _I)ﬂ.V_IIT
World Imporls of Unwanufacturcd Tobacco: 1969-1974
‘000 Tonnes
—— e . -

Import!ing Rejion/Cot atry [1969 1970 | 1971 1972 [1973 |1974

Africa: 47 59 60 70 80 89
- Algyoeria 4 q 3 6 10 16
- Egypt 14 14 15 18 21 24
- S.Africa 4 9 6 11 13 10
~ Others 25 32 36 35 36 39
PNorth & Central America: 112 107 92 158 l64 171
- U.S.A. 105 100 85 15] 155 159
~ Othcrs 7 7 7 7 9 12
S. Amcrica 15 8 7 5 12 14
Aciac: 162 122 138 169 153 198
~ B+ ladesh 29 27 27 27 27 27
- Japan 33 36 45 60 58 77
- Others 101 59 66 82 68 94
JEurope: 625 631 685 719 739 727
- Belgium 33 33 33 35 38 40
- France 44 63 76 8l 80 81
~ W.Germany 154 123 155 146 145 86
~ Netherlands 48 55 LY} 62 69 73
- Spain 49 54 70 55 53 71
- U.K 139 128 122 135 148 164
- Others 158 175 172 205 206 212
lussr 55 70 72 90 93 79
Oceania 18 19 19 17 15 18
Total World 1,035] 1,016} 1,073} 1,228) 1,250] 1,296

SOURCE : FAO
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APPENDIX DO

— it et it e e

WOOD_INDUSYRIES AND FORESTRY

I BACKGROUND TO THE PRESENT SITUATION

The producing and consuming sectors of the forestry industry are
closely interdependent but, for convenieace in presentation, cach
is soparately discussed and evaluated.

At present, there secms to be fairly general agreement among

experts in the timber industry that Uganda urgently nceds o now

plan for the management of tle natural forests and dotailed

proposals for the establisbhment of soft and hard wood pluntations, to
meet potential demunds for fuel wood or charcoal,

Currently, two projects under consideration, steel and cement
production, could need significant quantitics of timbes:,

quite beyond the productive capacity of the natural forests.
Remembering that eucalyptus for charcoal takes some 6 years Lo
grow, forward planning is cssentlal, and future objectives must be
established. Conservatirn plans must be enforced otherwise one

of Uganda's major natural resources will be wasted.

Up to about 1969, the country's imports and exports of timber
and wood products were almost in balance. Imports have since
fallen by only 38 per cent but exports have fallen by almost
twice as much, by 71 per cent.

In 1974, the greater part of the saw milling capacity in Uganda was
handed over to the newly formed Wood Industries Corporation (W.I.C)

As a result there are encouraging indications that output is increasing,
in spite of a chronic shortage of spare parts. Plywood manufacture has
increased since 1973 and a new factory is being cstablished for the
pr~duction of parquet flooring.

The furniture industry in Uganda is higly fragmented among many emall
local carpenters., The W.I.C. owns two factories making furniture and
another factory with joinery workshops for making lorry bodics, soft
drink boxes, etc.

The saw mills are in need of a large quantity of spares as well as
timber extraction equipment and road transport.

1.1 Forestry Production

Uganda's Reservcd Forcstry land ig said to total more than 1.5
million hectares. Of this, 48 per cent is tropical high forest,

51 per cent is savannah woodland including some 26,000 hectares of
plantations.
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The cavannah wooa land o iwportant as by far Lthe largest source of
round wvood for fucl and poles, in the non-monetary sector of the
cconuiiy

The sourcers of cormcercial timber are virtually limitoed to the
tropical high forcsts and plantations of soft wood and cucalyptus
hardwoods. Tt hos Leen estimated that about 37% of the forests
have uot been fully utiliscd because of problems of acess and long
haulage,

One method of “irgaoving" forest yields haos been to eliminate

"undesirable" tree species by the use of arboricides or, indeed, physically
by chaicoaling aud then to enrich the forest by planting "desirable®
specics.  Evidence is now coming to light which suggests this process

can cau.e ccological imbalance and perhaps should be discouraged.  This
view supports a belief held by some that there is no such thing as an
“undesirable” tree, and that a profitable use can be found for all

timber.

Various plans have been prepared to promote increase in the arca of
plantaiion establishments. For example both the first and sccond National
Econonic Development Plans provided for a total area of 20,000 hLoctares

by 1970. This objcctive was not achicved and less than half the area

was planted,  The Third Plan proposed that a further 10,000 hectares
should be planted by 1975, The canccellation of a Norwegisn bilateral

loan agrecment prevented more than half the arca being planted.

Currently, about 11 million cubic metres of fuelwoed and poles are
utilised by the non-monetary scctor of the economy. Population growth
will increasec this demand quite considerably. One estimats indicutes
a demand of 15 million cubic metres by 1980, with a year 2,000
projection at 30 million cubic mcters.

The capacity of the natural forest to mcet major industrial requirements
for fuclwood and charcoal is strictly limited. 1In Table D9.1I (p.151)

an excrcisce shows that, in order to mect an industrial consumption of
100,000 tonnes of charcoal plus a domestic/houschold consumption of
170,000 tonnes pcr year, plantation must be established right at the
start. Natural forest charcoal starts to be phased out after the 7th
year. The total area to be planted excceds 40,000 hectares and the

arca to be cut in any one year rcaches a maximum of 6750 hectares.

The table assumes that the wood chosen would be eucalyptus which takes
a full 6 years to mature. The yield should then be not less than 40
tonnes per hectare.

Currently the cost of planting is puc at 2100 shillings per hectarc, and
the cost of logging and charcoal production is said to be 100 Shs. per
tonne of charcoal.

Most of thc Charcoal is made in Missouri Kilns which yield 1 tonne of
charcoal per 5 tonnes of wood.
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The cost of cacli Kiln is aboul 12,000 she.  Tn this cxample, the tolal
Copital «nd oprrat oy costs would be as follows:

total planting cosis

40,500 % 2100 = 85.0 mill Shs
kiln, tools and vchicles = 15.0 mill Shs
TOTMAL = 100.0 mill Shs

Annual vperating cost to incivde logging and charcoal making will
anount to a maximum of 27.0 mili shs,

The problem facing the Forestry Department in not so much one of foreian
currency, 1.5 million Shs, a year would meet overhcad costs, hut of

the local investment capital nceded to crmploy labour to plant the

treces. There is no cvident reason why this finance cannot be raised

by the Government from internal sources.,

The greatest demand for foreign exchange is for the saw mills and the
processing sector of the industry.
1.3 Prod.iction of Processed wood

The projected demand for industrial wood has been estimated by the
authoritics as follows:

e o

('000 M3)

ITEM 1970 1980 1990 2000
(Actual)

Sawn tinbor 71.8 101.1 185,2 339.2
Tea chest plywood 5.1 4.3 5.2 6.3
Other plywood 9.4 17.5 28,2 40,9
Matches 16.9 29.3 43,2 42,2
TOTAL 103.1 152.3 261.8 435.6

The extent to which production can meet the forecast of demand depends
on the specd with which finance can be made available. Already
additional plywood manufacturing capacity is being installed which
should mecet demand in 1980.

The production of processed wood products since 1964 is set out in
Table D9.II (p.152). Figures after 1970/71 are not complete and those
for 1974 and 1975 are bascd only on the 16 saw mills and factories
operated by the Woeod Industrics Corporaticn. The private sgector of
the industry is said to be of minor significance at the present time.




tho wolte ool gintoy hoveveated in the two nont recent years reportoed
Ly we LG i s Tod o

'000 M3
1973 79,2
1974 106. 3

These fiomes conpare well with those  for 1970/71, when 70,000 p3
vere fellea,

Wo1.C. roported that in 1973-74 the siaw millo were operating at about
40-50 pur cont of their rated capacity. Production then wass

'000 M3 Mill Shs.
1973 23,1 10. 300
1974 30.1 20,972

The underlying reasons for the low production have beem first a
shortage of logs; sccond a means of transporting them; and thixd a
shortage of spares in the mills themselves,

Plywood production, which reached an all time high of over 2 million
sauare metren in 1965770 has fallen disastrously, to just over 500,000

squarce melres,

'000 5q Metres Mill Shs,
1973 422.4 4.402
1974 515.4 6.231

the major fallback has been in the production of plywood for tca
chests with the result that last year the Yea Authority had to impori
virtually all its requirements. If plywood production does not recover,
the foreign exchange requircment for tca chests could well run into

1 Million Shs. a year.

The particle board industry has been working at about 1/3 of rated
capacity. Production for 1973 and 1974 was as follows:

1000 M3 Mill Shs.
1973 0.789 0.884
1074 0.464 0.524

This part of the industry also has been held up for lack of essential
inputs.

S————
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Very 1l o o b e e abes the Darna ey and Joine. y industyicn.
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1.4 Extoernal Trade

Detidile o the d velopnenl of the import and cxport of all foront based
products bove heon oot out in Tohle DI GT (p.153),  whe range of
prodicte iv obvicuw.ly comddorahly lurger than could roasouably be
contonglaird for roomfactare o Uganda.  however, boiweon 1969 (Lhe
hiqhe t evport yeur before 1971) and 1971, iwports almocst dnbled and
export:s tell Ly 76 per cent. In 1969, the ratio of oxports to imports
wags 1:4, By 1974 il had widoined to 1:38.

If only thosc products for which manufacturing facilivies exist are
considored, a4 vory different situation comcs to light.  Exports and

imports for 1969 and 1974 ave zet out bolow:

('000 She.)

1969 1974 Per Cent Change
Imports 10,250.3 6,349.8 . {=38)
Fxpores ©,729.3 2,846.4 (-70)

Before 1971, expurts and imporis of wood products were virtually in
balancc. llowever, while iwmports have only fallen by 38% exports have
declined by 700 making an imbalance for 1974 of 1 to 2.2.

It is almost certain, however, that exports of log timber have buen
grossly underestimated. It is geperally said that unofficial and
under-rcocorded wovements of timber take place across Uganda's various
borders. The numher of roads capable of taking the weight of a timber
lorry i¢ so small that it is surprising these border crossings have not
been subjcct to the usual border controls,

Prospects for increasing exports look gcod. Plans for the fulure are
concentrating on the grcater proportion of finished products ic¢. parquet
flooring of high quality, plywood and vencers., fThere is little doubt
that the range could be extended to ready-to-assemble joincry products
and perhaps a range of Knock-down Do-it-Yourself (DIY) furrniture of

good quolity hard wood,

In making its plans W.I.C. is handicappced by the almost total lack
of market data and there is little evidcence to identify those products
which could yield the highest benefit in Uganda.,

We recommend that appropriate market surveys should be initiated.




T Gtrw-tare of the Industry

AfLer 100, the Foreriry Dopavbromt wae ch roed with the managsnoent ana
creyalton T dhe e il e In 1974, Luvtie o re arginination tock
rlace; th vood Trdnctvies Corperation was thon forred and took over
the yoopon ibility Lo the saw willes aud for all wood proceesing.

Evep duvivi the chort life of W.r.C. considerable progress has been
mads dn oepite of the many difficuleics vhicn 1t has had to face.
The sentor clall have a wide caporicnes of the industry.  They

hoowe been quich to idontifly weelncsses dn the yregent cituntion

ond to dioaw up plans for the futuce development ef the industry.

The currcnt proposals for the industry scem well foundod.  Provided
that the iopots vhiteh hhove beon rogquested ere wode availaoble, there
is every rooson to think thal the industry will be put onto a sound
cominerceial foeoting,

There is a c¢luse relatiovchip botween the Forestry Department and
the Corporation. Tt is essential that it olould be maintained.
Possibly o relauibively small an industriy wight be repronented not
by two adwmiidstrations but by one integrated hody.

Tn order to meet the forecast demand, the fallowing propousals have
bheen made. Whether or not the plans are jmplemented will depend
on the avaslubility of external finance.

Softwood T'roduction
Plunt up to 4,000 hectares per year at a cost of 2,100
Shs. pcr hectarc say 8.4 million Shs, per year local
currcncy. A further 1.5 millien Shs, are required by
the Forcstry Department to purchase cssential equipment.
Foreign exchange is required.

Hardwood Production

Encourage the non-monetary sector to increase plantings
through added cxtension and technical assistance.

Improve forest management by cmploying adequately
traincd staff

Improve extraction methods

Increase saw mill capacity and relocate other mills
48 Nnecessary.

The cost of these improvements is put at 55 million Shs. per yecar but
thie alee includes the cost of wond processing. Already a sum of 10.0

BB &S

million Shs., has becn raised for the parguet floor factory.
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1.6 Foreiga bechange Noeguiranento

A nuhroy of asswiptions have had to be mide in the preparation of this
evaluation,

Forestry production inputs have heen costed at 1.5 mill Sha por yoar
in foreign cuchange. Mo provision has boon nmade for local finauce, nox
external aisi for planting «s hos beon given iu the past,

55 Mil) St have becen estimated as the capital reqguiraront for the
wood proconring sector.  This is probably ou the high side, but as
stocks of all spares have been run down to a very low level it 15 of
the right ordev. “The cnnual charge for a 10 year loan at 12¢ Intercest
10 9,73 millieon Sha. The annual operating coosts for the saw willg
and facterics are estinated at 16 wmill Sha,

In 1968 and 1969, total output from the industry was 48.3 mill Shs,
and 58,6 mill Shs. respectively. The total sales from the start of
the 'project' are estiuwaled to increase by 5 will Shs o year from
a base of 35 mill Shs.

It is very difficult to assess the external trade position. From a
defirit of 2 mill Shie a year at the Leginning of rehubilitaticn o total f
surpius of 5 wmill She in however, forecast by the end of the project.

Tn Table D9,1V (p.154) it will be secu thet throvghout the period of the
evaluation there is o negative net forcign oxchange bencfit.

e ——

The import ccefficient, in the latter stages reduces to 0,30 from an
initial 0.83.

11 . FUTURE PROSPECTS

I11.1

The forestry industry is likely to be a very heavy consumer of foreign
exchange, at any rate for the foreseeable future. The cost of foreign
exchange has to be offiset againut the overall benefits to the econcmy
ie. provision of fuel wood and more important building materials.

It is possihle that the export potential could be incrcascd; but this will
require major investment in market research to gcck oat opportunitices.
Superfically, it looks as though the more likely market scctors would

be for scui-finished or finished products with a high added valuc.

In spite of the currently poessimictic cutlook, there scems no rearson
to doubi Lhat given cffort now markete could he found for producls
made from high value woods.




f

11.2 Fornifure i oamfaciare
Ir.x.1 Govoeral

In the preceding, cection, refercnee has boen mads Lo the smatl and

frag. o ted nature of Lhe Gogandan farn bage incurlry. It hes already

been ceen th waaufaerure of wood 1reets subitantially increases
y

the deosotdie cdood value of the tithr cod aleo increaso: e
Hkelihood of c¢orning involuable Forcign exchangoe,

Littoo inforuciicn is availalle on the Ugandan furnituvre market but, as
a general yule, furniture s a highly inceme elastic comuodity,

Before an expost maoket could be develdopszd it would be cssential to
estiblish a soundly based hieme market,  Noverthelees, it 10 axiowatic
thal before a Tartory Layoat can be detrmined, dotailed note mast bhe
taken of all lilely market roquivements,

As regards votontinl exports of furniiare, Uganda hes two major
advautages, a weolth of high quality hord woods and a source of labour
which is cheopar than in many potentiol expert markets. Tho major
divadvantage is the high cost of tranosport, becavse of tie large

volune of the products.  This could boe avercome by exportiug knock-dowi
cowponents for Lo-it-Yoursclf assenbly and finishing.

The product range might include tables, chaire, chests, wardrobes,
side boords, curboards, beds, deors, orchitraves, windows and window
frames and perhaps kitehen fittings.

11.2.2 Proposed Plant Operations

(1) Converting.

Incoming  timber will be plancd and edged ready for
cutting into ¢izcn,

{2) Shaping.
This department takes the sawn pieces of wood and performs
various operations on them, moulding, planing, routing,
drilling, morticing, turning, sanding amongst others,

(3) Asscrbly.

Only furniture for the domestic market would be assembled.

4) Finishing

Again only domestic market turniture would be finished. This

would involve final sanding, then oiling, varnishing or
painting.




®
T
N N Capital Conts
Shae cordtd eer i of @ pliml crnloyinag FO0 pon vilh an anticlpalod vales
rovenue of oy, U200 nlllien Shol woule be avout 2.2 millicn She.
abonl GO por cont of the cont being 1or plent. The value of salea
voula biv Snthe order of 1005 millior Shs, with soun timber inputs
at. &3 willion (s,
The totul ol forcign cichange requirement. including anort isation
of « loan at 1? pcr cent over 10 yuars would be obout 2.0 million
Shs.
These cotimates would indicate a Dowcstic Added Value of nol 1less
than 10.0 million Shs,, with a corresponding Import Ceefficicnt
of 0.19,
Export carnings only have to excecd 2.0 millien She, a year to
produce a pooitive forcign exchange cash flow.
}
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