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4.0 EXECUTIVE SUMMARY 

EASCO MARKET STUDY AND FINANCIAL PROJECTIONS 

This study was carried out on behalf of UNI DO to support the 
Goverllllent of Uganda and any other authority interested in the 
rehabilitativn of the Bast African steel Corporation (EASCO) at 
Jinja, Uganda. 

The report is based on: 
(i) Previous studies and reports on EASCO and the metal industry 

in Uganda. 

(ii) Discussions and interviews of EASCO staff. 

(iii)Survey of steel product producers, dealers and 
consU11ers in u~anda. 

(iv) Documents and materials available at EASCO. 

(V) Relevant secondary data from the statistics department, HFEP. 

(VI) other relevant literature like symposium papers on steel 
industry in Uganda. 

(vii)OWD observations and experiences in Uganda and abroad. 

The objectives of the study are as follows:-

(a) collect information on the steel consumption of Uganda, with 
a break down by major types and sizes for 1970-91. 

(b) Forecast the trend of steel consumption up to the year 2~00 
based on the past, present and predicted consumption, 
industrial growth, structural changes of the economy & 
international comparison. 

(c) Prepare an overview of export possibilities for steel 
products. 

(d) compile the available steel production capacities in Uganda, 
its rate of utilization, problems of modernisation and 
possibilities for their resolution. 

(e) Elaborate the steel price mechanism prevailing in Uganda and 
the same for export. 

(f) collect information on the competitors of EASCO and predict 
the strengths and weaknesses of the new plant. Make 
recommendations for the marketing strategy and the market 
niche to be aimed at. 
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(g) Compile inforaation on the availability of raw aaterial, its 
prices with special emphasis on the present and long-tera 
availability of steel scrap, systea and aethods of scrap 
collection and preparation, scrap dealers and teras of trade. 

(h) Collect data on the short and long-tera energy supply of BASCO 
and on energy prices. 

(i) compile inforaation on the availability of skilled labour 
required for BASCO. 

(j) Prepare the operating results and cash flow projections for 
the first 12 years of EASCO's operations. 

(k) Prepare reco .. endations on the basis of the findings. 

The steel industry is the main engine for sustainable economic 
advancement. It provides the crucial forward and backward 1 inkages 
in an economy paving the way for take-off into the next stage of 
high volUDle industrial production. Indeed, steel production/ 
consumption level in a country is an indicator of economic 
activities and the standard of living of the populace. 

The consumption of steel products in Uganda has been on the 
downward trend since the 1970s striking an all-time low in the 
early 1980s when the per capita consumption hovered around one kg 
per annum. Consumption has, however, picked up albeit slowly, due 
to the massive reconstruction and rehabilitation efforts 
facilitated by the incumbent NRM GoverDJ1ent since 1986. 

Three steel plants and numerous fabrication establishments are 
expected to be operational soon. With quality, standardization and 
efficiency, the e!:port potential looks promising, more so with the 
ongoing initiatives to promote regional market integration like the 
Preferential Trade Area (PTA) and Kagera Basin Organisation (KBO). 

capacity utilisation of production units in the country is 
generally very low and this is the culture that BASCO must aim at 
reversing. Capacity bu i 1 ding, professional management, energy 
conservation, production efficiency, quality control, 
standardization,and an integrated marketing strategy are imperative 
variables that must be addressed seriously and results achieved, if 
EASCO is to be a major force in the PTA region. 
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The constraints in teras of competition, technical expertise and 
productivity are far fro• being insuraountable as demonstrated in 
the report. However, it is noteworthy that success will depend on 
the clear headedness and vision of management and al so the capacity 
and initiative of the work force, bec:aring in mind that this 
production unit bas been idle for nearly a decade and as a result 
the morale is very low indeed. 

The project is envisaged to achieve cumulative earnings, from a 
deficit of us $ 1,648~000 in 1994 to a surplus of $18,525,000 
in 2005 (over a 12 year period) and it is hoped that by the year 
2005, all the outstanding loans with interest would have been paid 
off. During this 12 year period, the plant is expected to operate 
at a weighted average of 44% in 1994 increasing to 83% in 1997, 
after which stable levels reign till 2005 which is not too 
ambitious, given the comparative advantage EASCO has in Uganda and 
the size of total investment in land, buildings, plant and 
machinery to the ~une of US$ 36,240,000. 

The Uganda Government's expected revenue from the EASCO project, 
based on the assumption of a 10% sales tax on the total sales 
turnover of about us $ 128 aillion over a 12 year period is around 
US$ 12.8 million which will be a bonus for the Treasury. However, 
the project is found to be technically feasible and financially 
viable. Besides, there will be wind fall gains in teras of 
employment creation, boost to the morale of the staff and 
development of linkages in both upstream and downstream activities. 

Finally, we are glad to note that the present management at EASCO 
has already started operating the Bolts and Nuts unit, Oxygen unit 
and the Strip Mill unit (though partially} with renewed vigour and 
determination, and this proves our claim that the plant can be 
re-activated in stages. 
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~~TEEL CONSUMPTION IN UGANDA: 1970-1991 

5.1 Background 

In the 1960s, steel consumption in Uganda was at a high level due 
to high demand from the domestic sector, the agricultural industry 
and construction. On the African continent, per capita steel 
consumption in the country was among the highest. 

Indeed, the East African Steel corporation (EASCO) was the most 
modern steel plant in the East and central African region. The 
country W3S a renown producer of high quality steel products both 
for the domestic market and for export. The steel industry 
engineered the remark~ble growth of the economy in the 1960s which 
was estimated at an average of 5.1~ per annum. 

Uganda's economy witnessed traumatic changes in the years following 
a coup d'etat in 1971. The new regime launched the so-cal led 
"economic warw in 1972 under which major entrepreneurial groups of 
non-citizen Asians and non-Africans were expelled. This was 
followed by economic mismanagement, instability and insecurity of 
both the people and the property. The sum effect was virtual 
isolation of the economy from the international market for goods, 
services and technology. Even the local demand for goods & 
services contracted sharply due to widespread poverty and general 
economic decline. The industrial sector, especially the steel sub­
sector was among the hardest hit. The economic development 
therefore took a backseat. 

The return of a popular Government in 1980 did not improve the 
situation at ail as the country by then had plunged into civil war 
and political strife. In addition, economic difficulties were 
brought to bear on Uganda by the international situation in the 
early so•s which were characterised by high and volatile interest 
rates, dwindling external reserves and declining demand of raw 
materials by the developed world. National economic reconstruction 
and the revival of the steel industry therefore could not be 
realised quickly. 

However, since 1986 the economic outlook has been improving. The 
formation of a broad-based coalition of various power groups in the 
country under the NRM Government slowly improved the security and 
stability in the country . Economic re-construction has therefore 
been revived largely by increased inflows of external finance due 
to enhanced confidence of both the donors and the foreign 
investors. 
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The rehabilitation and re-construction efforts have stimulated the 
demand for steel & steel products. As of now,local production 
cannot meet the country's needs which have to be supplemented by 
imports. But the fact is that local producers have so far failed to 
face the challenges of international competition in terms of 
quality,standardisation, production efficiency and prices, leading 
to imports gaining .a strong foothold in the market leaving the 
local producers with high levels of stocks. 

Local consumption as of today constitutes mainly of imported steel 
products in addition to what is produced within the country. 

Data on steel imports is based on the ~Annual Trade Reports"of the 
customs & Excise Department, ~ini~try of Finance & Economic 
P!anning. 

Table I below on page 3 gives the ful! break down o~ steel ireports 
into the country by major types. Exp~anatory notes for the table 
an:· attached; 
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NOTES ( TABLE I ); 

(1) sou1ce: Annual Trade Reports; custoas and Excise Department, 
Ministry of Finance & Economic Planning. 

(2) Data for 1981-1989 was destroyed, according to the customs & 
Excise Departaent. Attempts to get the aissing data from an 
alternative source were fru!tless. 

(3) categorization of products varies with the years and it's 
therefore very difficult to standardize them. Some like wire 
Rods are therefore repeated. 

(4) Quantities refer to the amounts that entered the coun~ry. 
There is no available data for ~e-exports thus there i~ no 
provision for them. 

(5) Apparent price & Quantity discrepancies can be explained by the 
fol lowing: -

(i) Different countries of origin and pricing of products 

(ii) Grouping of various related items under one category 
without isolating the quantities, prices or sources o! 
each individual item. 

(iii} Wars and instability like in 1979 leading to a very Jow 
level of imports. 

(iv) Gal loping inflation and variance in exchange rate 
regimes. 

(v} Currency conversion like in early 1980. 

(6} The values, except for 1990 & 1991, are given in shillings(Ug.} 
rather than in convertible currency, just as from source, due 
to frequent changes in the exchange rate even over a one year 
period. There is therefore no realistic exchange rate figure 
which can be used to cater for imports of a particular year as 
they constitute different consignments over 12 months. 
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5 . 3 LOCAL PRODUCT! ON OF ~~-EL 

Uganda has 3 steel production plants viz EASCO,Steel Rolling Mill 
and Sembule Steel Mill, in addition to numerous small metal 
fabrication establishments. 

In the 1960s and early 1970s, BASCO used to produce quality steel 
products for the entire region of East and Central Africa. As of 
now, only SRM in Jinja is operational but despite its monopolistic 
status, it experiences difficulties in marketing its products in 
the face of competition from imports. Capacity utilisation is only 
about soi and unsold surplus stocks are common, eventhough demand 
~or steel products is on the increase due to vigorous 
re-construction efforts and economic activities in Uganda. 

over the past decade, capacity under-utilisation was acute and most 
of the steel fabrication establishments were operating at as low as 
10~ capacity. The steel industry in Uganda is dominated by smal!­
sca!e fabrication establishments usin~ mcst!y obsolete technology. 
~he few bigger establishments which ecploy ~ore advanced technology 
~re net cor.petitive enough in terms of quality, standardisation and 
production efficiency. The local products therefore face stiff 
competition fro~ imports, which accord!n~ to dealers a~e generally 
cheaper and are of a better quality. This explains the fact that 
local producers face marketing problems, despite increased market 
demand. 

steel production statistics, like all forms of data in the country 
are sketchy due to poor data collection and information management 
in Uganda. Visits to the relevant Government departments yielded 
only the following tables II-V which show the steel establishments, 
their capacities (installed & utilisation), the items produced and 
their production levels. The information as presented in the 
tables II-V confirms the belief that the steel sub-sector over the 
above period was on a decline. 

Further, the economic mismanagement and the general decadence of 
the industrial sector in Uganda over the last two decades has been 
well documented. It is noteworthy that the steel sub-sector was 
one of the hardest hit. The extra-ordinary situation that 
prevailed in the country which involved gross economic inactivity, 
insecurity and instability renders the data for 1973-1980 
unreliable as a basis for extrapolations. However, the data serves 
as an indicator as to the level of industrial decline that Uganda's 
economy underwent over the period and provides a guide to the 
potential o! the steel sub-sector, once economic revival is 
realised. 



TABLE II: PRDX:TIOO CE HAt«.FAC'IUE> CXH«DITI~ CE SEJ..ErI1iD ESTABLISHMENI'S: 1984 - 1991 

------------------------------------------------------------------------------------------------------------------------------------··---------1991 ~i ty !Sector I SIC jl..hi t pnstapedj 1984 I 1985 I 1986 I 1987 I 1988 I 1989 I 1990 I 
ICode (Rev 3) I 1Capac1 ty I I I I I I I I ----------------------------,-------------,---------,---------,---------,---------,---------,---------,---------,---------,---------,---------

Steel Ingots l 2710 )Tonnes l 22,000 l 1,406) 2,487 l 86i J 923 J 1,121 I - I - J 

Corncated Iron Sheets 

Steel Beds 

Steel Doors and Windol.'s 

Hoes 

S'lUle 1 Ware 

784 

2710 !Tonnes I 20,000 l ~,953 ) 2,410 ) 1,062 ) 642 ) 723 ) 1,377 ) 1,254 ) 2,296 

2811 )Number l 36,000 l ~,213 l 5,523 l 3,151 l 8,083 ) 880 ) 2,098 ) 1,089 ) 2,436 

2811 'Tonnes I 480 I 94 I 8'> I 108 I 169 I 148 I 404 I 321 I 388 I I I I ... I I I I I I 
2893 I '000Pcs I 3 600 I 185 I 414 I 515 I 633 I 519 I 532 I 803 I I I ' I I I I I I I I 
2893 I 'OOOozs I 3 000 I 4 3 ' 13 I 32 I 12 ' 3 I 3 I I I I ' I I I I I I I - I 
2899 lTonnes l 26,360 l 2,087 ) 2,896 ) 2,68i ) 1,872 ) 3,232 ) 1,704 ) 1,i91 ) 4,609 

----------------------------1-------------.---------.---------.---------.---------,---------1·--------.---------.---------,---------.---------
Source: Stat. Dept, Hl~D · 

Other Misc. Metal Products 

6 

--------------------



TABLE III: INS'TALLED CAPACITY AND PED:ENI'ACE llfILISATION, HANUFACIUUNG ESTABLISHMENJ'S: 1984 - 1991 

-------------------------------------------------------------------------------------------------------------------------------------------------c.o..odi ty ;Sect.or I SIC lUni t pnsla!Jed; 1984 r 1985 f 1986 r 198i f 1988 f 1989 l 1990 t 1991 
ICode (Re\· 3) I \Capac1 ly I I I I I I I I ----------------------------,-------------,------------,---------,---------,---------,---------,---------,---------,---------,---------,---------

Steel Ingots l 2710 lTonnes ) 22,000 l ti.4 ) 11.3 ) 3.9 ) -L2 ) 5.1 ) 0.0 ) 0.0 l 0.0 

Corrugated Iron Sheets l 2710 )Tonnes ) 20,000 l !L8 l 12.1 ) E1 .3) 3.2 l 3.6) 6.9 l 6.3 l 11.5 

Steel Beds l 2811 )Number ) 36,000) 11.i) 15.3) E1.8) 22.5) 2.4) [>.8) 3.'l) 6.8 

Stf"t"l Doors and \iin®"·s ) 2811 )Tonries ) 480 l 31.3 ) 2i.3 ) 36.0 ) 56.3 ) .HJ.3 ) 134.7 ) 66.!l ) SO.CJ 

Hoes ) 289~\ )·oooPcs ) 3,600) 5.1) 11.5) 1-L3) Ji.Ci) 14.4) 14.8 l 22.3) 21.8 

~l '-'are l 2893 ) •ooOozs ) 3,000 ) J.4 ) 0.4 l t.1 l 0.4 l 0.1 l 0.1 l o.o ) o.o 

Other Misc. ~tetal Products ! 2899 !Tonnes ! 26,360 ! i.9 ! JJ.0 ! 10.2 ! 7.1 ! 12.3 ! 6.5 ! 6.8 l 17.5 
--------------------------------------------------------------------------------------------------------- ·---------------------------------------
Source: Stat. Dept, ~fPED 

_,_ 

--------------------



TABLE !\": Jl'OJS'IRIAL PRXXCI'la'tl STATISTICS: 1981-1983 ( saa:nD CDKDITI' AND ESTABLl SHHENI'S) 

f.stabl ishment s leo-odity !Unit pnstalled jProduction :"of' Capacity utilization jOl~e in Capacil~ 

1
Produced 

1 1eapaci ty, 1------------------------------ - - - -- - - - - --------------- -- ut. i I 1 sat. ion 
I I Ip.a I 1981 1982 1983 j 1981 1982 1983 : 1982/81 1983/ff2 

(1) I (2) I (3) I (4) I (5) (6) (7) I (8) (9) (10) (11) (121 
------------------------------,----------------,------------,------------ --------------------------- -,---------------------------:------------------
48. E.A Steel Corporation : (a) Finished :Tonne l 19,000.0 1,264.0 1,004.0 1,6:17.0: 6.7 .''l.3 f:l.7 ! (1.4) :1.1 

Lt.d I products I I I 10.6 ( 1.6, I (b) Ingots 
1
Tonne I 22,000.0 1,801.0 1 ,446.0 2,341.0 I 

-19. £ .. .\ Sleel products Ud :foliscellaneous !Tonne : 1,-lli.O -19.0 50.0 119.0 l 
1!-tetal Products 1 1 1 

50. Sellbule Steel Hills Ltd 
1
Hiscellaneous 11'onne 1 5.380.0 N/A 360.0 384.0 1 

1 ~1etal products 1 1 1 
51. 

52. 

5~. 

Uganda foletal lndustries 
Ltd 

Cable- Corporation Lid 
1
Hiscellaneous 

1
Tonne 1 J ,~180.0 73.0 16.0 298.0 1 

1
Met.al products 1 . 1 1 

1 Cabl~s and 
1
l\Jls 

1 
-1.500.0 965.0 1,053.0 2,963.0 1 

1 conductors 1 1 1 

1
BPds 

1
Pieces 

1 
36,000.0 5,392.0 797.0 I ,nm.v 1 

:G.C. J .S. :Tonne : 9,000.0 GB.O 1,073.0 2.6-l'i' .o : 

~5. Tororo Stt"E'I works I.Id :G.C.J.S. :Tonne l 11,000.0 1 35!>.0 'i'<l5.0 ;1.10.0 l 
:Hues : 'OOll pit"CPS: :1,000.(l : -IOG.O 195.0 ;12.l' : 

hU1peco Ltd 

l:g"Nlda Baal i Ltd. 5-1. 

~6. l 'l:anda Hoes Ltd 

57. l.GIA Ehg~neerir)g :Moes : '000 pit'ces: C,000.0: 3.0 49.0 72.0: 

8.2 

:1. 5 3 .. '.> 

(;. 7 

1 l.8 I 'J ·-
1. 7 I. I 

I fl ~.2 

o.o :w.e 
~~. =~ ti. l-. 

I ~I. 5 G.f', 

0.1 ll. 'l 

8.4 

7.1 

3:1. 9 

I •I • El 

5 

29.•I 

3. I 

1.'i 

I 'J 
·~ 

( 10.6) 

( ~,. c) 

12. ll 

20.0 

:_i •• 5 

i'i .0) 

0.7 

.1.n 
CJ •• J 

3:.!. i 

1:· .. i 
:_ , II 

!!.(j 

-:1. i 
- .J, I! 

(1. I 

Corporal ion Ltd , , , , , 
-·-----------------------------------------------------------------------------------------------------·~---------------------------------------------
Source-: ~IF'EI> & ~tin. of lndust ry 

-8-

--------------------



I NIEX OF INIXJSTRIAL PR:n.CI'I ON 
Tab)c \': Annua) Swmnary 1984 - 1991 (1987=100) 
--------------------------------·--------------

-------------------------------------------------------------------------------------------------------------------------·---------'Number of I I I I I I I I I I 

Group/Sub-Group IF.stab) ishllents !Weight I 1984 I 1985 I 1986 I 198i I 1988 I 1989 I 1990 I 1991 I 
-------------------------,---------------,---------,---------,---------,---------,---------,---------,---------,---------1---------l 
Steel and Steel Products ! 19 I 5.30 ! 110.7 ! 133.l ! J05.9 ! 100.0 ! 87.2 ! 98.9 ! 107.7 ! 1~9.3 I 

I I I I I I I I I I 
Iron and SteeJ : 6 l J.51 ! 217.3 ! 249.4 ! 95.3 ! 100.0 ! 125.1 ! 74.1 ! 57.5 ! 130.8 I 

I I I I I I I I I I 
Structural Steel : 4 J 2.28 ! 69.8 ! 73.8 ! 71.6 ! 100.0 ! 66.4 ! 134.6 ! l~U .0 ! 166.9 l 

I I I I I I I I I I 
Steoel products ! 9 ! J.51 ! 66.4 ! 107.1 ! 167.7 ! 100.0 ! 80.9 ! 69.9 ! 122.6 ! 141.2 ! 
-----------------------------------------------------------------------------------------------------------------------------------Source: ST.-\T. Dept. t-IPED 
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NOTBS (TABLES II-V): 

(1) Source: statistics Departaent, Ministry of Finance & Bconoaic 
Planning. 

(2) East African steel Products Ltd. (Table IV) is different fro• 
BASCO. It is located in Jinja and produces a range of aetal 
products like pipes while EASCO is at Masese. 

(3) There is an acute shortage of production data in Uganda, and 
more so on the steel sector due to nuaerous unregistered small 
fabrication Uni ts, aost of which operate in the inforaal 
sector. 

(4) Data in the above tables is neither exhaustive nor 
elaborative. For instance, Steel Rolling Mills is not 
included. However, this is a reflection of a poor data bank 
in the country. Under these circuastances, the data froa the 
statistics departaent,is the best available indicator on steel 
production. 

( s) An entry of •o• or ·--· does 
produced in the respective year. 
the establ i shaent whose data 
incorporated by the source. 

not aean that nothing was 
It is only an indicator for 

was not ava i 1 able and 

(6) •other aiscellaneous products• though not aentioned by source 
include pipes, wire aesh, barbed wires, ridges, slashers, 
axes, etc. 

(7) Table V Groupings:-

(i) •steel and steel Products• is a aajor group which 
constitutes establishllents dealing in the production of 
steel or its products or both. 

(ii) Iron & Steel is also a aajor group comprising of units 
which are involved in both steel & iron. 

(iii)•structural steel•is a sub-group and involves firas 
exclusively producing steel structures. 

(iv) steel products is also a sub-group which constitutes 
units involved in the transforaation of steel into other 
ancillary products. 

(v) The groups are therefore not autually exclusive and the 
data is presented in the format as obtained from source. 
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6.0 CONSUMPTION FORECASTS 

6.1 Past and Present Consumption 

In the pre-Colonial era, steel consumption levels in Uganda were 
negligible as the level of development was too low to enable 
widespread exploitation and use of the steel resource. The advent 
of the colonisation of Uganda facilitated the transfer of 
technology and changes in consuaption patterns of the populace and 
their way of life. The 1940s and •sos saw great leaps in econoaic 
advance•ent. There was •assive industrial growth in the country 
and the Steel Industry provided the necessary link between various 
establishments. Coupled with the availability of the raw aaterials 
and the cooperant factors like the infrastructure and utilities, 
Uganda emerged as a steel production centre in the east and central 
African region. At this tiae, the econoay was buoyant and the 
populace enjoyed a relatively high standard of living. Per capita 
steel consumption was among the highest in sub-Saharan Africa. 

In the 1960's after independence, economic growth continued on the 
upward trend and the steel sector played a major role in this 
phenomenal growth. Steel consumption per capita attained the 
highest levels ever through treaendous final and interaediate 
demand over the decade. 

over the 1970s econoaic decline set in due to gross misaanageaent, 
insecurity and misrule. The genesis of the fiasco is to be found 
in the so-called wEconoaic War• under which the enterprising non­
citizen Asians were expelled. The industrial sector col lapsed ... the 
infrastructure deteriorated and institutions decayed. The steel 
sub-sector suffered from dwindling deaand as a result of the 
diminishing level of activity of the linkage establishments 
together with the diminishing purchasing power of the population. 
Steel consuaption per capita declined treaendously over the decade. 
This continued over the early '80s due to continued infighting and 
economic inactivity. 

Since 1986 however, the NRM Government has restored peace, 
stability, security and the rule of law in most parts of the 
country. The regime has aanaged to build investor confidence, both 
local and foreign. The international donor co11J1unity is so far 
iapressed and as a result, the inflows of Aid /Grant funds are 
substantial. The Gover1111ent has launched a massive Rehabilitation 
Programme supported hy the Donor co-unity which covers di verse 
areas as roads, railways, flowing water, institutions to mention 
but a few. Under structural adjustment, the government has 
liberalised the foreign exchange regime and embarked on the 
"Privatisation• programme. This has led to increased availability 
of foreign exchange and an increase in foreign investment. The 
housing and construction industry is booming both in the public and 
private sector. Consumption of steel in the country has been on 
the upward trend in the last 3 years. 
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A nuaber of downstreaa activities in the steel sector are expected 
to grow significantly in the next few years due to increased demand 
for their products. 
Notable a.aong the area~ are:-

(i) Fasteners, screws, Nails, Bolts & Nuts. 

(ii) Factory building materials such as Rounds, Angles, Flats 
and Structurals. 

(iii)Railways- Track aaterials, Spares and W2gons. 

(iv) Power generation and distribution gadgets & materials. 

(v) Construction materials for storage facilities and 
housing. 

(vi) Ingots/Billets for the Engineering Industry. 

All these areas are poised to achieve high growth rates for some 
years to coae and have been accorded high priority as outlined in 
"The Way Forward" a strategy paper prepared recent 1 y by the 
Government of Uganda. clearly therefore, the future of the Steel 
Industry in Uganda is bright. 

6.2 Industrial Growth and Structural Changes 

By 1980, the Industrial sector in Uganda was virtually 
incapacitated and production levels had hit their lowest since 
their establishment. Amin's tenure of misrule dealt a fatal blow 
to the sector. The rehabilitation initiatives of the early •sos 
were forestalled by incessant civil strife and continued 
mismanagement. Efforts at economic adjustment in 1981 under the 
auspices of the IMF and World Bank were abandoned by 1983, due to 
the intensifying civil war. The Goverruaent could not afford to 
effect the stringent and unpopular adjustment conditionalities in 
the face of growing dissent. Though the adjustment process was 
central to the revival of the econoay, the internal climate could 
not allow the Government to unleash the painful adjustment 
progra11111es on the populace. Economic growth therefore took a back 
seat among Government priorities over the period 1980-'87. 

The coalition of various interest groups that came to power in 1986 
under the NRM restored peace and stability. By 1989, bold economic 
measures had been taken. The infrastructure has been largely 
rehabilitated and the process is still going on. Stimulative 
structural and institutional changes have been effected which are 
conducive to Industrial growth. Economic and commercial 
liberalisation has stimulated foreign and local investment. 
The Industrial Sector has been revived with the rehabilitation of 
the dilapidated manufacturing establishments which had turned into 
relics of the past glory of the '60s. New industries have also 
been set up, especially in the Small-Scale sector. 
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Indeed, the Industrial Sector presently contributes over 20\ of the 
country's GDP. The Gross Doaestic product has also been on the 
upward trend, growing by an average of 4-6\ per annU11, over the 
last 5 years. The trunk roads have been re-taraacadamised in aost 
parts of the country and the feeder roads have been largely graded. 
This wi il prope 1 econoai c growth through increased productive 
activity, in the agricultural and aanufacturing sectors. However, 
the most visible growth is in the Housing and Construction Sector. 
The conscious economic policies have discouraged speculative 
dealings and encouraged tangible investments especially in the 
value-added small-scale industrial ventures. All these steps have 
boosted the consuaption of steel and steel products in the country. 

To sWIUllarise, the steel sector is acknowledged as the heart to the 
industrial activity of a country which in turn, is a measure of the 
economic strer.gth of the nation. In present day Uganda 
industrialisation is one of the foremost government priorities and 
the Steel Sector is central to the industrial fabric. The current 
economic development policies of the government aim at 
restructuring the economic orientation towards industry and steel 
is a crucial paraaeter for the industrial development strategy. 
With continued economic growth and a conducive environment for 
investment, steel const111ption will remain on the upward trend due 
to its forward and backward linkages. Measuring by the past higher 
consumption levels, the intermediate period of turmoi 1 and. the 
newly established economic revival in Uganda, the country can 
arguably attain the steel consumption levels of the '60s within 
about 10 years. Presently, countries like Zimbabwe, Botswana ar1d 
Kenya Consume as mucn as 20 times the amount consumed in Uganda 
while the country used to be ahead of some of them. The stage is 
already set for economic development and steel consumption levels 
therefore are expected with time to reach comparable ranges with 
the progressive African Countries like Kenya, Zimbabwe and Botswana 
at an average of around 30/kgs per capita. 
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1-.:...Q_OVERVIEW OF EXPORT POSSIBILITIES 

As noted earlier, the East African Steel corporation (EASCO) in its 
initial years served as a regional producer for East and Central 
A!rica. The industrial decadence of the 1970s took its toll on 
this establishment, just like the rest of the economy, and by the 
early '80s, Uganda was a net importer of steel products. 

Rehabilitation efforts started in the early '80s both in the 
p=ivate and public sectors but as of now, only one steel rolling 
mill viz. Steel Rolling Mills, Jinja is operational. Another one 
in the private sector is under erection viz Sembule steel Mills, 
Ka~pala while the EASCO plant is yet to be erected and 
commissioned. All the plant anc machinery is on site awaiting 
finalisation on the part of the Governcer.t to sta=t the erect:on 
and co~missioning. 

Noteworthy however, is the finding that desi:!te Steel P.o!!ing Mills 
at Jinja enjoying a monopoly status at present, all is not well in 
the carket arena. Sizeable stocks of un&~ld steel products are 
=e?orted although there is visible increase in demand for stee: 
;:c=~cts due to the economic recov~ry th~c~gh rehabilitation and 
reconrtruction drives of the past few year£. 

T~e ex?:anation is found to lie in the i~~0rt factor, where 5teel 
in?orts are preferred to the loca! goods. ~e2sons for this range 
from quality through standardisation to price differentials. One 
more reason is through "tied aid" to the econo~ic programmes under 
w!"ti c!1 donors insist on procurement of steel mater i a 1 s \·1here 
applicable fro~ the donor countries rather than buyin; locally. 
Evidently, the marketing problem is multi-faceted and the solution 
should be sought in the same vein, starting from increasing 
product!on and price competitiveness by !ocal producers in U~anda. 

The international market in the steel industry is very competitive 
and is mere so for a land-locked developing country like Uganda. 
The regional arrangements of the '60s which enabled industrial 
specialisation along the lines of comparative advantage had ensured 
the growth of the steel industry in Uganda but all this was tu=ned 
to nought in the "lost decade" of the '70s. 

However, all is not lost and with a clear-headed strategy and 
infusion of ntechnology leaps" in the steel production sector in 
Uganda, taking a leaf from the Indian sub-continent's experience, 
the renown export potential from Uganda is very substantial. 

Uganda's steel products were renown for good quality and durability 
and even today steel dealers and consumers in Uganda testify to the 
durability of some of the steel products. 

Besides, the current drive~ for greater re~iona! cooperation and 
economic integration initiatives !ike the ~ager2 Basin Organisa~ion 
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(KBO), PTA and the E.A.C to which Uganda is a party provide a 
wider scope for export potential. 

The country is endowed with viable deposits of iron ore which can 
sustain the steel industry once the scrap becomes more and more 
scarce. There is an estimated 30 million Tons of hematite ceposit 
in the Kashenyi range of mountains in the Muko region of Kabale 
district in addition to magnetite deposits at Sukulu Hills in 
Tororo (T.S Adriko, Minister of Industry & Technology in a closing 
speech of the symposium on the Metal industry in Uganda, April 
1990). Noteworthy is the fact that the Muko deposits exploitation 
plans are well underway and inf~astructural requirements like the 
rai I ways are planned, under the auspices of the Kagera Basin 
Organisation. 

Neve rt he 1 ess, the current economic order cal Is for tremendous 
efficiency in production, high quality and international standards, 
so as to be able to compete favourably in the international market. 
These goals are within reach of EASCO and the steel industry in 
general but efforts in the areas of general and production 
management, quality control and marketing are imperative, if 
exports are to become a reality. 

In the case of EASCO, techniral assistance has been recoJDJDended in 
some of the above areas and international standards should be 
easily realised. 

All in all, the steel industry in Uganda faces bright prospects, 
given its comparative advantage. The raw materials are available 
and rehabilitation efforts are at an advanced stage. Regional 
developments are conducive to export trade and the demand is on the 
increase. With proper management, quality control, production 
planning and shrewd marketing initiatives, nothing should stand in 
the way of sizeable exports of steel products. However, a detailed 
Export Market survey is recommended once EASCO is back in 
operation. 
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_8._l Av_ailable production Capacities 

The total steel production capacity in the country is in the region 
of 100,000 metric tonnes. The industry comprises of 3 major steel 
plants, either in operation or which will shortly be, in addition 
to downstream metal fabrication establishments using both modern 
and local technology. For selected establishments, the installed 
capacities, production levels and growth indicators are shown in 
the statistical data attached. 
(Refer to Tables II & III) 

B ._£_Rate of Ut i Ii sat.ion 

Capacity utilisation in the steel sector is presently very low. 
Since the economic decline of the seventies, under utilisation has 
been the norc in Uganda's industrial sector. Most establishments 
closed down altogether in the nlost decade" and through the '80s 
improved a little. However, the improvement in capacity 
utilisation has not been very impress1ve. 

The indicative index of industrial production for the decade from 
1981 shows marked growth between 1981 to 1984, after which decline 
sets in up to 1988. It then picks up and increases at an average 
of about 4~ per annum up to the present year. Capacity utilisation 
for the selected establishments presently stands at an average of 
about 2s;, though statistics to this effect are inconclusive. 

Uganda, like most developing countries, exhibits an agrarian 
economy. The industrial sector is still in its infancy accounting 
for as 1 ow as 20~ of the Gross Domestic Product (GDP). Even 
then,the sector constitutes mainly .Agro-processing units and 
other small-scale establish:ients devoid of any mass production 
activities. 

The country is handicapped by lack of technical and managerial 
expertise, investment capital and technology. The infrastructural 
facilities to support a modern industrial production sector are 
inadequate and the needed institutions such as an industrial 
development bank, and an industrial research and development 
organisation are not available. 
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The per capita incoae of the populace stands at around USS 250 per 
annum with most of the population subsisting around the poverty 
1 ine. In such a situation, most steel products are beyond the 
reach of the population and indeed, Uganda has one of the least 
steel consumption per capita levels in the whole world. Even 
compared to other developing countries in East and Central Africa, 
Uganda's per capita consumption of steel has been one of the very 
least. For instance, the following table shows the estimated per 
capita consumption of steel per annum in selected countries as of 
1985. 

TABLE VI: PER CAPITA STEEL CONSUMPTION (Kgs) 

@oUNTRY 1 I I 
l QUANTITY COUNTRY t QUANTITY i 

r 

!UGANDA ' 1 I KENYA --r 14 ~ • I , 
~ 

f 
! I 

'BURUNDI ~ 3 BOTSWANA 

' 
32 I 

' 
:RWANDA t I ' • ~ 5 ZIMBABWE 

' 
47 

I 'TANZANIA 
t 

4 ' 
, 

I L __ _J 
SOURCE: Proceedings of the symposium on the Metal Industry in 

Uganda; Dept. of M~chanical Engineering, Maker ere 
University, April 1990 

However, consumption levels have been moving upwards since 1987 due 
to massive rehabilitation and re-construction efforts geared at 
reviving the economy. At the present eco3omic growth rate of about 
4·-6i per annum, consumption levels are projected to be fairly 
comparable to the neighbouring countries by the end of the decade. 

The main hinderance to the growth of the steel industry seems to 
lie in the economic set-up prevailing in the country. There is 
lack of integration in the economic fabric so much so that foreign 
countries have exploited the situation. They supply huge 
quantities of steel products which can be manufactured within the 
country. These imports usually arrive at lower prices than the 
fledgling indigenous establishments can afford to compete with and 
since there are no anti-dumping laws, this trend is likely to 
continue. Hence, necessary corrective measures are required to be 
looked into. 

The result has been an ironic situation where the country is very 
much in need of steel products in her reconstruction phase,and the 
few existing steel establishments are reportedly suffering from 
marketing probiems. 
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Another problem is the availability of the main raw material viz 
scrap. According to a paper presented by Hr. Abid Alam of Steel 
Rolling Hills, Jinja at a symposium on the metal industry in Uganda 
ir. April 1990, the available scrap estimated at 200,coo HT will 
last about 4-5 years. As of now, one can arguably estimate that 
the existing stock will last between 3 tc 4 years and yet, it is 
grossly uneconomical to import scrap. The iron ore alternative may 
take longer than 3 years to be fully operational. unless extra 
diligence is exercised. 

Many Industrial Houses from overseas have expressed their 
wi ! 1 ingness and desire to look into the Iron ore/Sponge iron 
project at Huko in Kabale District including agencies like UNIDO 
and hence Uganda government should take advantage of this 
opportunity to establish this project without much bureaucratic 
delays. 

8. 4 Poss_i bl e -~o_l ut i <?J'!S 

one major constraint for modernisation is lack of development 
capital. Modernisation requires the injection of large amounts of 
long term finance which can be solicited from foreign investors. 
local entrepreneurs and financial institutic~s based in Uganda and 
from overseas. 

Technical and Managerial expertise shortage in the short term be 
sc!ved by engaging foreign experts in key positions for Ugandan 
establishments. However.a long-term solution calls for the 
restructuring of the country•s education system to incorporate more 
vocational training aimed at capacity building to alleviate the 
situation. 

Technology can be transferred from more advanced and industrialised 
economies through import of state-of-the-art machinery and 
equipment, and through technical assistance programmes. funded by 
Multilateral and Bilateral Aid Organisations. However. the 
technology transferred should be appropriate and cost-effective. 
It should be able to serve the local needs and should fit within 
the general economic development policy framework. The technology 
transfer personnel should be adaptable to local working conditions 
and familiar with the constraints in Uganda. The infrastructure 
and industrial utilities need to be upgraded so as to ensure 
efficiency. The supply of electricity and water should be reliable 
and at reasonable rates. The communications and transport systems 
should be improved to ensure easy coordination of supplies and 
transportation of both raw materials and finished products. 

The demand problem can be solved by cultivating consumer confidence 
through stringent quality control and standardization measures, 
becides establishing a structured dealership network throughout the 
country. Greater efficiency will also reduce the unit cost of 
production enabling the products to be more competitive in the 
International Market. 



I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

19 

General Economic development however is the more lasting solution. 
The steel industry is the backbone of the industrial sector which 
in turn is the prop of economic advancement. Growth of incomes is 
necessary to support the steel industry and conscious econor.ic 
policy is also called for to encourage the establishment of 
linkages within the sector. 

Finally, the raw material problem 
the iron-ore alternative on time. 
found to be economically viable. 
proper planning and coordination 
the steel sector. 

can be alleviated by tapping for 
Deposits have been evaluated and 

What is required therefore is 
to ensure the smooth running of 

Though the steel industry, like other sectors in Uganda's economy, 
faces tremendous probleEs of modernization, these are not 
insurmountable. A host of possible solutions do exist. 
Nonetheless, the fact that these problems are in the main r.acro in 
scope cannot be over emphasi~ed. This therefore ca!ls !or a multi­
sectoral approach tc their :esolu~ion. 

.. 
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9.0 THE STEEL PRICE HBCHAHISM 

9.1 The Local Market 

on the local scene, the steel price is largely determined by the 
market forces of deaand and supply and also the exchange rate 
variations between the USS and UShs. The market for steel is 
presently liberalised with free inflow of imports dispelling any 
monopolistic connotation. At the present time though Steel Rolling 
Mills at Jinja is the only operational establishment in the 
country, it enjoys little if any monopolistic advantages. It is 
unable to co1111and prices in the face of competition from cheap 
imports. Indeed, it is reportedly experiencing marketing problems 
mainly due to lower-priced imported substitutes, bearing in mind 
that there is no standardization of steel products in the country. 

The cost-plus element is also taken into account in the pricing of 
steel products within the country. Production, transportation, 
distribution, local taxes and other attributable costs are all 
incorporated in the final price of the products. There are 
therefore different prices for Ex-factory, Delivered products, 
Wholesale and Retail. Price discrimination is also practised in 
the form of discounts for bulk purchasing and also for delivery 
services. A customer buying huge quantities pays a smaller price 
per unit with delivery at minimal cost than his counterpart 
purchasing smaller quantities and collecting the products from the 
retail outlets. 

The steel product establishments sell their products to wholesalers 
who then distribute to the retail outlets in the country which in 
turn sel 1 to end-users who are mainly individuals. In cases of 
large contractors being the consumers, the retail outlets are often 
by-passed. The contractors usually buy from the wholesalers or in 
majority of cases from the steel producers/fabricators themselves 
direct. Along this distribution chain, the unit price increases to 
cater for each party's profit and the distribution costs. However, 
it must be emphasised that all this is effectively taking place in 
the context of open market within the framework of laissez-faire 
economics. 

The steel industry is at the heart of all industrial activities and 
it sustains most of the other sectors of the economy including 
agriculture. It is the engine for economic growth and development. 
All the developed industrial nations have built thei= economies on 
a strong steel sector base and the developing countries are vying 
for capacity building in the steel industry. However, many of the 
industrialised countries have either exhausted their deposits of 
the raw material viz iron ore or did not even possess the deposits 
in the first place and now they mainly depend on the import o! 
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either the raw •aterial or inter11ediate products for further 
processing. Another category of countries with out iron ore 
deposits or with insufficient steel production are mostly a•ong the 
Least Developed countries, which depend on iaports of finished 
steel products. 

currently, the International steel aarket is highly coapetitive 
with the market structure tending to perfect competition since the 
col lapse of the COMECON bloc of countries. The producers and 
sellers are both numerous and so there are no pr!ce setters as far 
as pricing is concerned. Hence, efficiency is very crucial in the 
steel industry to keep costs low. The exploitation of •economies 
of scale• through large-scale operations is iaperative so as to 
allow competitive pricing within the laws of demand and supply. It 
is worthy to note that transport constitutes a sizeable part of the 
final price as the products are heavy and bulky. Besides, prices 
for exports are of course usually higher than the ex-w~rks prices. 
Other costs include insurance, i•port tariffs, forwarding and 
clearance charges, coamissions, etc, in addition to the production 
costs. 

Standardization and quality control are very crucial in the 
International Steel Market. These greatly influence iemand for 
particular types of steel products especially •structural steel• 
and this exerts tremendous bearing on the prices. The production 
and supply of steel products from Uganda must therefore conform to 
the International Market requirements and at the same time must be 
price-sensitive to the buyer's needs. 
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10.0 EASCO'S NEllPLAHT 

10.1 The Coapetitors 

The aajor competitors for EASCO will be the Steel Rolling Hills at 
Jinja, a subsidiary of the Alaa Group of companies. As of now, it 
is the only operational scrap processing plant in the country and 
enjoys the local production aonopoly. The plant bas an installed 
capacity of ahout 12,000 MT per annua, but currently operates at 
about soi capacity. 

They get the scrap aainly from Uganda Railways, Uganda Electrici~y 
Board, the Army, cooperative Unions, Ministry of Works and 
Transport and the sugar factories. This is besides the smaller 
amounts of scrap collected form individuals. At their rate of 
scrap collection and accumulation of stockpiles, they estimate that 
the entire stock of scrap in Uganda may last for about 3-4 years 
only. 

Therefore Steel Rolling Hills, Jinja has vested interest in the 
Kilembe iron ore and the Muko project to exploit the iron ore as an 
alternative to the scrap. 

SRM was importing billets from Zimbabwe and refractory bricks from 
India. The plant now produces steel products such us Angles, Rods 
and sections and sells mainly to contractors, local fabricators and 
stockists. The terms of sale are also extended on a selective 
basis. 

The aain problem as of now seeas to be the scarcity of scrap and 
the slack in demand. Stocks held at the factory are substantial. 

G & A conducted a field survey amongst consumers and retailers 
(a copy of the survey questionnaire is enclosed for reference) who 
confirmed that iaports are generally of better quality, 
standardized and cheaper. 

sembule Steel Kills is another potential competitor. It is 
presently installing a rolling mill but reportedly without an arc 
furnace for scrap processing. As of now, it produces stee 1 
products like Rods, Wire, etc fro• intermediate products. 

They distribute through appointed agents in the major towns of the 
country and their customers range from construction firms through 
govern•ent bodies to small stockists and individual end-users. 

They get some inputs 1 ike Rods locally and import steel products 
from other countries like Kenya, Germany and Ineia. The total 
workforce is in the region of 250 people. 
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The aain constraints for the establishllent are l;sted as 
competition fro• iaports, high power costs and fluctuations, high 
taxes and lack of input~ in the open aarket in Uganda. 

The aain coapetitors are nuaerous fabricators who procure 
intermediate products like billets and wires and then shape the• 
into final products. These incur lower costs and might provide 
stiff coapetition. 

Nevertheless, the biggest and aost lethal coapetition will come 
from the steel iaports which are usually of high standard and 
quality. Moreover 1 they are produced on a mass scale and 
efficiently, so that their prices are very competitive. This is 
the force that EASCO must reckon with, if one is looking for ways 
and means of overcoming the present constraints. 

The new plant at EASCO enjoys quite a number of built-in 
advantages. It has the past reputation and good will to build on. 
EASCO was reknown in the PTA region for its quality products. This 
will greatly facilitate the market acceptance of the new plant's 
products. 

Another strength lies in its location. It is at Masese, Jinja,the 
industrial heart of the country. The transport infrastructure, 
power, water,and other utilities are available on a regular and 
reasonable basis. 

The new plant also enjoys the status of being a part of the old 
establishment with all the advantages of structural assets on site. 
As such, take-off is likely to be easier as compared to an infant 
industry. 

The new rolling mil I and continuous casting plant has another 
advantage of linkage with other productive units at EASCO complex. 
Then, there is the one and only Bolts and Nuts unit in the country 
and an Oxygen Plant which together with the Strip Mill and the main 
plant form a MINI STEEL PLANT complex. This will ensure a well 
coordinated production of steel products. 

The new plant however faces a number of weaknesses. To begin with, 
the Italian terms of the loan were not exactly honoured and this 
has raised some issues which need to be resolved. Some of the 
plans for the erection and commissioning are still missing. some 
parts of the machinery may also be required and in addition 
services of Danieli will be needed at least at the supervision 
level during the period of erection. Also the repayment 
instalments are long overdue and yet the plant is not yet 
operational. Hence there is the inevitable dialogue with the 
Italians for rescheduling of the loan and accumulation of interest 
todate. 
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Another handicap is expertise, both in the technical and managerial 
fields. This is a nation-wide proble• and expatriates are 
reco .. ended at least for a period of 3 years to ensure quality of 
production, establishing •odern aanageaent systeas and financial 
control. 

The country at large lacks quality control and standardization 
•odes and hence the local producers• goods cannot match the 
iaports. The new plant aust therefore guard against such a trend 
and establish a new wave of producing co•petitive goods and taking 
the lion's share of the doaestic aarket. 

Another weakness is the availability of the raw material namely 
scrap. It is estimated that once in production, the scrap 
available in the country will last only between 3 to 4 years 
necessitating an alternative source viz the exploitation of iron 
ore deposits. While other plants already have advanced plans for 
alternatives, the new plant will be lagging behind in these 
efforts. 

Minimum local effective demand is yet another weakness. Despite 
the need for steel products, the local populace lack the 
purchasing power due to widespread low incomes. Indeed, the per 
capita consumption of steel in Uganda is among the lowest in the 
world. As such, the foreign market should be part and parcel of 
the new marketing strateqy of EASCO. 

In the final analysis, the new plant faces the challenge of 
weaknesses but by the same token, it manifests a host of strengths 
which should be exploited to the maxi•um so as to withstand the 
competition from both the domestic producers and cheap imports from 
other countries. 

~0.3_!farket Niche and Strategy 

10. 3 ._t _T_h~ l!!.Ci~Js~t _ ~i che 

EASCO wi 11 be producing stee I products and oxygen. The target 
market should be in phases, that is the short term and the long 
term. 

A market survey revealed that though steel consumption in the 
country is comparatively low, local production would not be able to 
satisfy the demand if imports were restricted. In the same vein, 
the reason for the competitive edge enjoyed by imports hails from 
their better quality, standardization and also lower prices. As 
such, the target should be to achieve production efficiency, 
quality arid standardization. They can then compete favourably in 
the local market in the short term. But even in these initial 
stages, experimental exporting should be ca=ried out so as to gauge 
the response from potential importers fro~ overseas and develop a 
strategy for the longterm. When stable levels of production are 
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achiev2d in 2-3 years and EASCO's products are well established as 
a household brand in the domestic market, then a comprehensive 
strategy can be developed for a thrust on the International Market. 
With the rehabilitation and reconstruction of the country in full 
gear, local demand for quality products is projected to increase 
treaendously in the next 1-2 years. Various rehabilitation and new 
projects are in the offing as evidenced by the approvals for such 
projects issued by the Uganda Investment Authority and hence the 
local aarket is envisaged to expand tremendously . It is this 
expanding market that EASCO should initially aia to capture so that 
it helps propel the rlant into the higher capacity utilisation for 
both the local and international market, especially the P.T.A 
region. 

10.3.2 The Marketing Strate_gy 

An aggressive sales promotion campaign will be imperative once the 
new plant is commissioned. The mass media should be deployed to 
inform potential custoaers of the products of EASCO such as the 
Radio, Television and Newspapers. Besides colourful brochures and 
posters are recommended as the basic instruments for public 
~isplays and as point-of-sale material. 

Another imperative is innovation in branding, so that the products 
of EASCO bear an appropriate trade mark of the establishment. This 
will necessarily go with the identification of high quality 
products so as to act as a sales promotion tool. 

Adherence to standardization and international convention with 
regards to sizes should be aimed at, if any marketing headway is to 
be achieved. 

As for the distribution, attractive incentives like delivery 
products, discounts for bulk buying and price discrimination in 
favour of wholesalers should be instituted. Distribution 
Centers/Depots at key points should also be established in major 
towns in the country, so that the products are easily available to 
the custo•ers nationwide. This has hitherto been a major limiting 
factor in the marketing of steel products by virtue of their bulk 
and weight, which is currently ignored by other 
suppliers/producers. 

The international scene viz the regional markets like the P.T.A and 
Kagera Basin Organisation (K.B.O) and E.A.C which are being revived 
could be taken advantage of. The establishment therefore s~~uld 
aim at exploiting this regional arrangement as a stepping stone 
into the international marketing arena. 

However, Uganda as a land-locked country has some inherent 
disadvantages in the export of steel products. The exception is 
the neighbouring countries of Rwanda, Burundi, Sudan and Zaire. 
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Coapetition fro• Kenya & Ziababwe in the P.T.A region is likely to 
be quite stiff besides a newly emerging supplier namely S.Africa as 
it slowly re-joins the co1111unity of nations. 

Hence, Uganda is unlikely to become a major steel or steel product 
exporter despite P.T.A preferences and therefore EASCO's main 
strategy should be moulded along the local market. 
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!!_:l,_~cra2__Avail~bili~ 

Steel scrap is the aajor raw material that will be used. 
currently, only the steel Rolling Mills Jinja is processing scrap. 
The conversion rate of scrap into usable steel is around 85~. 

The long term availability of scrap is a major factor that must be 
looked into. Even now when only one arc furnace is operational at 
steel Rolling Mill, Jinja in the whole country, steel scrap has 
become scarce and is a source of concern for all those involved in 
the steel industry. 

Sizeable quantities are usually obtained from the ministry of works 
and Transport, the Army, Ministry of Agriculture, Uganda Railways, 
etc. 

The major types of scrap available in Uganda, in orde~ of quantity 
are Structural steel (54.4~}. Cast Steel (20.8~}. Cast Iron 
(47.4t} Alloy Steel (70~} and Non-ferrous Scrap (0.4~}. These 
types are however not mutually exclusive. 

A survey in 1987 by UNIDO experts who toured Uganda indicated a 
total of 201,270 tons of scrap. This was classified as readily 
available scrap for processing 51,450 tons, potentially available 
scrap 137,800 tons and another 12,015 tons estimated in areas not 
surveyed at the time. Scrap processing in Uganda hasn't been 
intensive since 1987 to-date and therefore the available quantities 
should be reasonably close to the above figures. 

At the envisaged capacity uti 1 ization by al 1 the steel plants 
(present and prospective), the sc~ap will last for about 3-4 years 
only, after which alternatives will have to be sought. scrap or 
Billets can be imported where possible. 

However, the most sustainable and prudent alternative is to exploit 
the Iron ore deposits coupled with the possibility of creating 
employment opportunities and generating ancillary economic 
activities in the regions where Iron deposits are available in 
abundance like Muko in Kabale district and the sukulu hills in 
Tororo. 

As intimated in the foregoing, the stocks of scrap in Uganda are 
small and cannot sustain the steel industry in the longrun. 
Presently, even the single scrap processing plant in the country is 
al ready fee 1 i ng the ~inch with the terms of trade of the scrap 
soaring at a fast pace. 
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The price structure of the scrap depends on its qual ~ ty and 
therefore ease of processing is a determining factor. The type of 
scrap weighs heavily on the final price realised. 

Another factor in the scrap pricing is the location of 
availability. The material is quite bulky and heavy, thus 
transportation and collection costs are quite exorbitant and hence 
the distance from the processing center is an influential variable 
in the scrap price. In Uganda, most of the scrap is scattered in 
various places denying the scrap collectors the economies of scale. 

The current average scrap price per ton is US$ so delivered to 
Jinja but is on the upward trend due to increasing scarcity and 
collection costs. The terms of trade for the scrap dealers has 
been improving since the Steel Rolling Mills (SRM) began its 
operations. As pointed out earlier, once Sembule and EASCO are in 
operation, it will tremendously boost the demand for scrap in the 
face of diminishing supply. In the Ieng-run therefore, the terms of 
trade of scrap will be more stringent with tremendous relative 
price increases to reflect the growth in effective demand, amidst 
increasing scarcity. 

p_".._~_s_cr;-~p _C..q!lect_i_Q~ a_nd_ Prep~ration 

Steel scrap is scattered all over the country and its economic use 
requires collection and preparation at a central location. This 
brings to the realisation of the need to establish regional 
collection centers from where scrap can be transported 'en mass• to 
the central processing plant. 

The available scrap in Uganda requires to be collected, prepared 
and processed for charge into the Electric Arc Furnace. In the 
~~gional collecting centers, manual techniques can be used for 
cutti!'g and processing the scrap. Equipments for handling and 
transporting scrap from the site to the processing facility will be 
required. 

The mode of collection should be by the establishment and the 
individual scrap dealers. The former can organise specialised 
transport and equipment in the actual collection of the scrap from 
the owners, while the latter can transport the scrap by themselves 
to the collecting centers where they will be paid, at transport 
cost plus price. 
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::.0 E~ERGY ~U??LY C~ SA~C~ 

The East African steel corporation (EASCO) plant is located in 
Jinja, the industrial heart of the country. one of the main 
factors behind this industrial culture cultivated over the years is 
the presence of the owen Falls Dam at the source of the Nile, which 
has a production capacity of Hydro Electric power to the tune of 
150 MW. 

Second 1 y, EASCO has been in operation before and the energy 
infrastructure 1 ike electric lines and transformers are alr~ady 
installed. Some expenditure will definitely be required like 
renewing old transformers but the major energy grid is al ready 
laid. 

Presently, the capacity and efficiency at the dam have dropped 
somewhat and power supply is therefore unreliable. This may cause 
some disturbance in the short term. However, rehabilitation 
efforts are underway at the dam to get all the turbines working. 

Government has long-term plans of developing alternative sources of 
energy such as Bio-Diesel which will come in handy to supplement 
the Hydro Electric Power (H~P). 

However, energy is one of the issues Uganda will have to come to 
terms with but EASCO being located at Jinja, the problem will not 
be very severe. Though some power fluctuations occur from time to 
time, the problem has not reached crisis levels yet. Moreover, as 
the rehabilitation work is going on and the situation is likely to 
improve soon, there is no c3use for alarm. 

At the usage rate of 1500 KWH per ton of Steel produced, (this 
includes power for lighting, moving cranes, etc) the cost of 
electricity works out at approx USS 50 per ton. 

For a fledgling infant Industry, this appears to be too high, both 
in the short term and long term and so, it is advisable for 
management to enter into meaningful dialogue with Uganda 
Electricity Board (UEB) and work out a realistic price for 
electricity consumption by EASCO. 
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13.0 SKILLED LABOUR AVAILABILITY 

EASCO's new plant will require an estimated 184 employees for two 
shifts of 8 hours/shift as suggested by the technical consultants 
M/S VOE:,-r-ALPINE INDUSTRIAL SERVICES of Linz/Austria. These are 
envisaged to comprise of three categories. 

(i) Managerial/Technical 15 

(ii) Labour collar Workers 148 

(iii)Labourers/Security 21 

Total 184 

The first category comprises of people with specialised skills in 
!-~anagement, Finance, Sa 1 es and Marketing, Stee 1 Product 1 on and 
Metallurgy. 

Uganda has suffered from a lopsided education system which does not 
take into account the need for practical and specialised skills. 
Most of the country's graduates in their relevant fields lack 
practical skills. 

However, an expatriate Chief Technical Manager is recommended who 
will oversee the production planning, scheduling and quality 
control of EASCO's operation for a period of about 3 years. In 
other areas where it is felt that the local manpower falls short of 
the skills required, ttis may have to be filled in by experts from 
overseas for some period during which time local personnel will 
gain experience from them. 

It must be emphasized that ski 11 ed manpower per se is not a 
problem, but the real constraint is non-performance which has come 
to characterise Uganda's economy in general. 

Hence a strong top management team is needed so as to propel the 
establishment into profitability and regeneration of economic 
activities in the steel sector in Uganda. 
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14.0 FINANCIAL PROJECTIONS 

ASSUMPTIONS/EXPLANATIONS ON BASCO FINANCIAL PROJECTIONS 

1. outstanding Loans: 
i) The original Italian Gover1111ent Loan was US$ 12.lM but no 

repayaent has been •ade and acrued interest of US$ 1.4M is 
added to make a total of USS 13.5M and the interest rate is at 
a rate of 4% per annt111. 

ii) Uganda Goverllllent Loan is USS 4.0M followed by another 
Government Loan of USS 1.0M which makes a total of USS 5.0M at 
a concessional interest rate of 1oi per annum. 

iii) Estimated Erection/ Co11missioning charges including 
consumables are taken as USS 2.0M and the funds are to be 
borrowed at a rate of interest of 15~ per annum. 

iv) The proposed Working capital Loan of USS 0.5H taken at an 
interest rate of 40i per annum. 

v) outstanding creditors of EASCO are at around US$ I.OM and 
their charges for the credit is taken at an interest rate of 
30~ }.'er annum. 

(2) 

3) 

4} 

outstanding debts: 
These at the mo•ent amount to UShs 34,765,065 
(approx.USS 27,812) as advised by EASCO staff but this has not 
been verified by the consultants. 

Danieli of Italy still owes USS 450,000 to EASCO as per 
contract but its disbursement is likely to be tied, and 
therefore it is left out of our projections here. 

Fixed Assets. 

Break-up of Assets 

Land & Building 
Residential Property 
Plant and Machinery 
Furniture and Equipment 
Motor Vehicles 

TOTAL 

ru?,£~QX. market value(in US$) 

13,000,000 
7,000,000 

13,200,000 
100,000 
100,000 

33,400,000 

Note: Motor vehicle Market value is based on our survey on 
19th September 1992 when we visited EASCO. 
Selling prices of products in the projections are exclusive of 
sales Tax. 
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TABLE VI I : EASCO OWNED VEHia.ES 

~------------------------i---r;-~~----;~~;:-v;1~;------v;;;-~r-------; 

1 ~antity : (USHS.) 'Manufacture/purchase' 
-------------------------··-- -------------,-------------:--------------------: 

7 Ton Tipper 1 : 15.011 : 1987 / 2nd hand : 

5 Ton Tipper 1 I 15.0111 I 1987 I 

' ' ' Pick-t.ps (sir.rle, : 
double) 2 1 15.0. 2 years old 

Toyota Kini &ls 
(14 seater] 

car (Japanese) 

Saloon Violet 

Saloon Ajenta 

Kini lbs Dukato 
(8 seater) Fiat 

Tractor 

1 

1 

1 

1 

1 

1 

I 
I 

' I 
' I 
' I 
I 
I 

' I 
I 
I 

6.0a 

4.5. 

3.0a 

6.0a 

15.0a 

1986 

1987 

1986 

1985/ 2nd hand 

1985 

1987 

-~-~~-~~~~-~~~~------------ ------~------1----~~:~----,-~~~~---------------
Total 11 , 100.0. , 

TABLE VIII: FASa>'S LAND 

Land jArea jLease Period jOutstanding Period 
----------------------------,-------------,-------------,-------------------
Walukuba Labour ~ters l 10 acres l 91 years l 50 yrs (approx.) 

Steel Factory Complex I 52.9 acres l 94 years l 50 yrs (approx.) 

Nut and Bolt Factory l 18.21 acres l 92 years l 50 yrs (approx.) 
-----------T~t;i------------!-ai~ii-;~;;;-!------:------!---------:---------

IDJSES: 

(i) Hasese Housing Estate (12 units in 6 blocks) 

(ii) Walukuba Housing Estate (56 units in 14 blocks) 

-32-



TABLE IX: RAW HA'lmIALS & 01liER ~IR.EMENI'S AT 20,000 H.T.P.A STEEL BILLETS 

----------------------------------------------------------------------------------------------Item jC.I.F. Value /Total /TOTAL /Procurement 
1 (US$) 1Quantity 1VALUE 1Frequency 
I I (US $) I 

R.4.w-HA:iiiiAi.s~-------------------------,-------------,------------ -------------,-------------
F\unace oil (reheating billets) I 0.272Ll~tre I 3 MLitres 272,000 I 
Ferrosilicon 1 1600/IQN 1 60 HT 90,000 1six monthly 
Ferro ~anese 1400/'IQN 30 MT 42,000 six monthly 
Ferro Sil1co I 1400/TQN I 200 HT 280,000 lsix monthly 
Graphite Electrodes I 2600/TON I 140 KI' 360,000 !six monthly 
Flourpar 200/TON 60 HT 12,000 six monthly 
Hard Coke Powder I 700/TQ'l I 30 HT 21,000 lsix monthly 
Lancing pipes J 3/P.iece J 2000 pcs 6,000 lsix monthly 
Sisal rope 30/rol I 300 ROI ls 9,000 six monthly 
Tilermocouples (Catridge) I 2/p.c l 6500 J>CS 13,000 lsix monthly 
Dolomite (Dead Burnt) 600/TON 250 Mr 150,000 six monthly 
Furnace Oil (Melt-Shop) I 0.212/litre J 1001 000 1 J 27,200 J Weekly 1 Scrap 50/TON 23,uOO MI' 1, lM ,000 rnonthly 
Copper Moulds I 3000/p.c l 60 pcs l 180,000 I 6 monthly l 
--------------------·-------------------,-------------,------------,-------------'-------------
-----------------~~-----------------1------=------l-----=------I---~!~~~!~~~-(------=------! 
REFRACTORIES• I I I I 

' I I I I 
High AlWllina (20 and 30 mm) I 1.5~iece I 6000 pcs 9,000 I 6 monthly I 
Ou-ome Magnesite Bricks 1 1.8 p.c 1 24000 pcs 42,200 1 6 monthly 1 Roof Sets 750 /set 16 sets 120,000 6 monthly 
Silica Alumina Bricks (Ladle & Tundish>J 22/piece l 35000J>CS 770,000 J 6 monthly l 
~~silllll Ramming Hass I 1200/TON I 400 MT 480,000 I 6 monthly I 
Fire Cement 1 1000/TON 1 120 KI' 120,000 1 6 monthly 1 --------------------------------------- -------------,------------ -------------,-------------, 
-----------------~~-----------------!------=----· -;-----=------ ---~!~~~!~~~-:------=------: 
SUNDRY ~StMABLES & USABLES • I I I I 

' I I I I 

Protective ove!'al ls I 30 I 30 pcs 900 :marterly I 
Heavy duty shoes 1 20 1 200 pcs 4 ,OOO 1 arterly 1 Helmets I 100 I 00 ~os I 0,000 I arterly I 
Uniforms 30 200pcs 6,000 arterly 
Oxy-cutting torches I 50 I 20 ~os I 1,000 I arterly I 
~~-~~~~~-------------------------- 1 -----~~~-----'-~~-~~~-----1-------~!~~~-t-------------: TOTAL ! - ! - I 18' 900 I - I 

-?-3-

----------------
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5. Depreciation of Assets is taken at the rate of: 

2t for Land & Building (factory) 
2\ for Residential property 
8\ for Plant and Machinery 
lOtfor furniture and Bquipaents 
25lHotor Vehicles 

(a) After 4 years. vehicles worth US$ 400,000 will be 
purchased 

(b) The depreciation method used is the straight 
line approach. 

6. The Rolling •ill full capacity is 20,000 wt/year 

a) 

b) 

C) 

d) 

Hi r~_ ,:o~s: 
sizes 
6-
s-
12-
16-
20-
25-
32mm 

Flat (coilsl.;. 
r.ize <-> 
17.5 x 2.5 

l,l_~bars (Round & Squares) 
lOmm 
12-
16-
20-
25-
32-

Flat: 
Size(-) 
25 x 3 
35 x 3 
so x 6 
95 x 17.5 
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Angles: 
sizes <-> 
20 x 20 x 3 
30 x 30 x 3 
40 x 40 x 4/6 
50 x 50 x 6 

For all the above i te•s produced by rolling •ills, 
average price per ton is taken at USS 600. 

Nail and binding wire of various sizes ranging fro• 6.05- to 
1.6--
Full production capacity of Nail wire is 250 wt/year 
Average price per ton is approxi•ately US$ 600. 

Sizes of strip for baling purposes that can be produced are: 
Sizes(mm) 

19.8 x 0.84 
19.8 x 0.68 
19.8 x 0.70 
25 x 0.25 (strapping material) 

The strip aill at full capacity can produce 2SOHT/year. 
Average price per ton is approximately USS 700. 

9. BoJ~s a_11<LNu!_~: 

Full production capacity 250HT/year. 
Bolts 8mm-1411Dl x lOOmm 
Hexagonal heads in metric specifications by only cold 
forging only and corresponding nuts. 

Average price per ton is a approximately US$ 1000 

10 .ox_ygen_~~ant; 

The full capacity is 48,000 cylinders per annum, in 6 cubic 
metre cylinders. The plant's full capacity ts ~o cubic metres 
per hour. Price per cylinder ls taken at USS 20. 
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36 
_l_l..!- Var_i_abl e Co~ts: 

(a) Packaging Materials 

Only Bolts and Nuts need packing. 
Price per each gunny bag is taken at ushs.2,000 and 4 bags are 
needed to pack one ton of bolts and nuts. ie US$ 6.4 is 
required to pack one ton and at 250T capacity, 
6.4 x 250 =US$ 1,600. The cost of packaging aaterials is 
included in the •sundry consumables and usables•. 

(b) Power consuaption is taken at 1500 kwh per ton for all the 
factory (including all aspects of lighting & heating). Cost 
per ton is approx US$ 50. The fixed cost of electricity per 
annua USS 230,400 

12. 

13. 

The whole plant will require 184 employees to operate at two 
8-hour shifts. The cost for managerial staff is taken at 
uss 300 per month. 

(i) Manpower Costs (Salaries & Benefits): 

Nuaber_ 

Managerial- 15 
Blue collar Workers- 148 
Labourers/security- 21 

Total 184 

(ii) Manpower structure 

Managerial_/_S~iJ led 

M~nthly_pay 
~(!te 

$300 
$160 
$100 

General Manager 1 
Personnel Manager l 
Finance Manager 1 
sales Manager 1 
Planning & Controlling Manager! 
Purchase Manager 1 
Plant Manager(Steel Plants) 1 
Plant Manager(Rolling Hill) 1 
Accountant 1 
Chief Maintenance Engineer 1 
Secretaries 5 

15 

54,000 
284,160 
25,200 

363,360 
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Blue Collar workers 

Production 
Maintenance 
Material handling 
Transport 

security Chief 
Guards 
Drivers 

76 
34 
14 
24 

148 

1 
16 

4 

21 

(iii) Chief Technical Manager's remunerative 
package is taken at US$ 60,aoo per year 
for the first three year period and then 
be will be substituted by a local expert 
at a cost of USS 25,000 per annum. 

cost of Advertising/Mkt Research 
Off ice & Administration expenses. 
Insurance 
Audit and Legal fees 
other fixed costs 

20,000 
15,000 
65,000 

5,000 
9,000 

15. The exchange rate used in the projections is 
US$ 1= UShs. 1250 

16. The projections are made for 12 years. Since the depreciation 
for the entire machinery is taken at 8% per annum, the book 
value of the machinery would be reduced to zero at the end of 
the 12th year. 
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_17_.c_ap~ci ty Ut i U .. ~~t_i_o~ 

Note: 

18. 

19. 

20. 

21. 

22. 

23. 

24. 

Year 1 2 3 4 Stable 
Levels 

Rolled steel 45% 65~ 75~ 85? 
Strip 40\ 60\ 70% 75\ 
Wire 40\ 60\ 70% 75% 
Bolts/Huts 40\ 60\ 75\ 80\ 
oxygen 50\ 60\ 70\ 80\ 

weighted Average 44\ 63\ 74\ 83\ 
capacity 

Capacity Utilisation for projected operating costs is 
given by the weighted average of the individual unit 
capacities. 

Apart from sales of products produced by BASCO, there are 
other projected sources of income, if prudently utilised. 
These are:-

i) Rent from the Kampala depot located at Old Portbell road 
about us $ 6000 per annum. 

ii) Workshop approximately US$ 3000 per annum. 
iii) Engineering consultancy USS 3000 per annum. 

Total (other income)= US$ 12,000 per annum. 

corporate tax is taken at 35\ of the net profit and the first 
five years is taken free of tax, since the present project 
will qualify for a 5 year tax holiday under the new Uganda 
Investment Authority plan. 

Purchase of raw materials will be on cash basis, especially of 
scrap to meet market conditions. 

Repairs and maintenance costs is taken at 2\ of the market 
value of machinery after allowing for inflation at a rate of 
5\ per annum. 

The cost of industrial land per acre is taken at US$ 15,000 
per acre. Which works out at 81.11 x 15,000 =US$ 1,216,650. 

Interest on all loans for 1993 is capitalised. 

Tax holiday is for 5 years from 1994 to 1998 as per Uganda 
Investment Code of 1991. 
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25. Projections of cashflow are worked out for 12 years when loan 
repaYJlent is envisaged to be completed and at the same tiae 
the machinery would have been written off. 

26. fforking capital loan and creditors are paid off in 3 years 
after the grace period of 2 years ie. by 1998. 

27. selling prices of products in the projections are exclusive of 
sales tax. 

28. weighted average is taken when calculating projected operating 
costs. 

29. Training expenses totalling US$ 150,000 are reco .. ended for 
the first 3 years of operation. 

30. oxygen used internally by EASCO is asswaed to be very saall 
and therefore has been left out of the projections. 

31. Production overheads are estimated at USS 42,000 per annllll at 
a weighted average capacity utilisation of 83\. 



FAST AFRICAN STEEL CORPORATION 
FIXED ASSETS/DEPR&:IATION SCHIDJLE 

--------------------------------------------------------------------------. :~~~~x. Market l Rate(") l~~:~iation \ 
------------------------------,---------------,-------------,------------! 
Land and Factory Buildings I 13,000 I 2.00 I 260 I 
Residential Property I 7 ,ooo I 2.00 I 140 I 
Plant and Machinery I 13,200 I 8.00 I 1,006 I 
Furniture and F.quipment I 100 I 10 .00 I 10 I 
Motor Vehicles I 100 I 2~.00 I 20 ! 
------------------------------,--------;;:4oo·,-------------,------i:49i-7 
=======================~======l===============l=============l============I 
Interest during I I I I 
Construction I 1,840 I 0.00 I 0 I 
Initial W. Capital I I I I 
(va~ue of scrap, refractories l l l l 

~tc in stock) 1 1,000 1 0.00 1 0 1 ------------------------------ ---------------,-------------,------------, Total Initial I I I 
~~~~~-!~:~~!!!.':~! ______________ l ________ ~~!~~~-l ______ : ______ l ______ !z~~!.l 
--------------------------------------------------------------------------

-~0-

--------------------



015 

YE.\R 

3..'ll.:u1ce at start 

I ta l i an Loan 
l ·..;·.':\11< 1~ c.o,·errwent 
Erect ion .\· 
Co111111issioning 
\,\H·kin~ Capital 
Credi tors 

rar.u:--· 
llll'=:'t"f:'Sl -Cll~l:~-e- -

I !al i~ Loan ( 4%1 
1:;:·~1dan w\·t. ( 10%) 
Erect ion & Comm ( 15%) 
\,'od.i11!!" C'api t al (-10%) 
Cr.-,,.dit(.'rs (30"') 

TOT.\L 

Rl:'p .. 't~ 111en t 
---------------------I t:·d ia11 Lo.an 
l'~".:--lllua C.:we rnmeu t 
Et·f.>ct ion & 
(L)IUJUi SS ion in~· 
h'od>.ing• Capi te.l 
Cl'i:'di t Ol'S 

199-1 

13,500 
5,000 

2.000 
500 

1,000 

&\Sf AFRIC\N STEEL CORPORATION 

LOA' SERVI CE SCHEDULE (US S '000) 
------------------------------------1995 1996 1997 1998 1999 

13.500 
5,000 

2,000 
500 

1,000 

13,500 
5,000 

2,000 
500 

1,000 

12' 150 
4,500 

1,800 
333 
666 

10,800 
4,000 

1,600 
166 
333 

9,450 
3,500 

1,400 

2000 

B, 100 
3,000 

1,200 

2001 

6,750 
2,500 

1,oqo 

2002 

5,400 
2,000 

800 

2003 

4,050 
1,500 

600 

2004 

2,700 
1,000 

400 

22.000 22,000 22.000 19,449 16,899 14,350 12,300 10,250 8,200 6,150 4,100 

5-10 
500 
300 
200 
300 

1,8-tO 

-
-
---

5-tO 
500 
300 
200 
300 

1,8-10 

--
-
--

540 5uo 
300 
200 
300 

1,840 

1.350 
500 

200 
167 
334 

486 
450 
270 
133 
200 

1,539 

1,350 
500 

200 
167 
333 

432 
400 
240 
66 

100 

1,238 

1,350 
500 

200 
166 
333 

378 
350 
210 

938 

1,350 
500 

200 

32-1 
300 
180 

804 

1,350 
500 

200 

270 
250 
150 

670 

1,350 
500 

200 

216 
200 
120 

536 

1,350 
500 

200 

162 
150 

90 

402 

1,350 
500 

200 

108 
100 
60 

268 

1,350 
500 

200 

2005 

1,350 
500 

200 

2-,\J!ru 

5-1 
50 
30 

134 

1,350 
500 

200 

TI.':T.\L 2,551 2,550 2,549 2,050 2,050 2,050 2,050 2,050 2,050 2,050 
-----------------------------------------------------------------------~--------~---------~--------------------------------------Balance at Close 
---------------------I ta! ian Loru1 13,500 13,500 12,150 10,800 9,450 a, lOO 6,750 5,400 4,050 . 2,100 1,350 
b.;'ttnda w\·en1.111enl 5,000 5,000 4,500 4,000 3,500 3,000 2,500 2,000 1,500 1,000 500 
Erect ion & 
C'olllllissioning 2,000 2,000 1,800 1,600 1,400 1,200 1,000 800 600 400 200 
\'"-·1·k~rig· Cttpi ta l 500 500 333 166 
Creditors 1,000 1,000 666 333 

TO'f.\L 22,000 22,000 19,449 16,899 14,350 12,300 10,250 8,200 6,150 4,100 2,050 
============================================================================================================c==================== 
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EAST AFRI C\N STEE.. OORroRATION 
POOJEX:fED OPE&\TING a:>STS (US $ 1 000) 

\"FAR 199.t 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 
----------------------------------------------------------------------------------------------------------------------------------------------------CAPACITY UfILISATIOO 4.:1" 63% 74" 83% 83% 83% 83% 83% 83% 83% 83% 83" 

(Weighted Average) 
----------------------------------------------------------------------------------------------------------------------------------------------------FIXED a:>sTS: 

Salaries & Benefits 363 363 363 363 363 363 363 363 363 363 3G3 363 
Adverts & Mkt Research 20 20 20 20 20 20 20 20 20 20 20 20 
Office & Administration 15 15 15 15 15 15 15 15 15 15 15 15 
Electricity 230 230 230 230 230 230 230 230 230 230 230 2:10 
Refractories 1,540 l ,540 1,540 1,540 l,540 l ,540 l ,540 1,640 1,5·10 1,5•10 l,540 l ,5-IO 
Insurance 65 65 65 65 65 65 65 65 65 65 65 65 
Audit f LeS1 fees 5 5 5 5 5 5 5 5 5 5 5 5 
Other ix Costs 9 9 9 9 9 9 9 9 9 9 9 9 

lUfAL FIXED a:>sTS 
(Exe luding Depree iat ion) 

2,247 2,2-t? 2,2-17 2,247 2,247 2,2-17 2,247 2,247 2,2117 2,247 2,247 2,247 

VARIABLE COSTS: 

Raw Materials 1,384 1,982 2,328 2,611 2,611 2,611 2,611 2,611 2,611 2,611 2,611 2,611 
Re~irs & Haintenanc_ 227 2Sl 306 321 337 354 372 390 410 430 452 4;4 
Trainirig E.xpenses 50 50 50 - - - - - - - - -
Electricity (Wlit Chargeal, 440 630 7~0 830 830 830 830 830 830 830 830 830 
~· conswaab Jes & us les 9 13 15 17 17 17 17 17 17 17 17 17 
Production overheads 22 32 37 42 42 42 42 4~ 42 42 42 42 
Chief Technical Manager 60 60 60 25 25 25 25 25 25 25 25 25 
----------------------------------------------------------------------------------------------------------------------------------------------------lUfAL VARIABl.E CX>STS 2,192 3,058 3,536 3,846 3,862 3,879 3,897 3,915 3,935 3,955 3,977 3,999 
----------------------------------------------------------------------------------------------------------------------------------------------------lUfAL Cff&\TING CX>STS 

:j 
) 
~ 

4,440 5,305 5,783 6,093 
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6, 109 6, 126 6,1-14 6, 162 6, 182 6,202 6,224 6,246 

- - - - - - - - - - - - -·- - - - -



EAST AFRlCAN STEEL CORPORATl(JN 
::::::::::::::::::::::::::::::::::::::::: 
PROJECTE~ orERAT!NG RESULTS !CvRRENT COSTS BAS:s us l'OOU ) 
............................................................................................................................................................................. -.............. .. 

YEAR 199~ 199~ 1996 1997 1998 1999 2000 ZOO! %002 2003 ZQ04 2005 
............................................................................................ ~ .................••................•.......................... 
CAPACITY UTJLISATIO~: 

Rolled Sertio~ 
Strip 
Wire 
811lts l Nuts 
01ygen 

Pl11iD /~ALES VOL (TOSS) 

~·i. !ed 3e~tion> 
Strip 
Wir~ 
So!ts & Nuts 
01ygen {Cylinders) 

m 
m 
m 
m 
m 

9.M 
:o~ 
100 
100 

H,000 

m; 
m 
6GX 
m 
m 

13, 1100 
150 
150 
150 

ZS,800 

m 
m 
m 
m 
m 

15,~0~ 
175 
m 
188 

33,600 

85~ m 
m 
BOX 
80¥ 

17,000 
m 
138 
200 

3s,m 

m m m 
SOX 
BOX 

17,oou 
181 
188 
20;) 

33,400 

m m 
m 
m 
sn¥ 

l 7 t r)0) 
1se 
18~ 
20J 

38,m 

85X m 
751 eox 
SOX 

17,000 
188 
188 
200 

n,m 

851 
m 
ns 
SOX 
80\ 

17 ,OOG 
18! 
188 
20C 

38' fOO 

85X m 
751 
80X 
BOX 

17,000 
188 
183 
200 

38.400 

m 
m 
m 
m 
er.x 

17,(00 
w 
13l 
m 

38,400 

m 
m 
m 
8l x 
m 

17 '~~I) 
!BF. 
!9i 
?00 

38' 400 

m m m 
811X 
80~ 

I 7, i! iii 
I 3rJ 
I:: a 
M 

3a, 4r,r, .......................................................................................................... -................................................................................................. 
SELLING rRlCE 

Rolled s~ctivr1 (~~: Tt>n) 0.0 0.6 0.6 0.5 0.6 OJ o.c 0.6 o.; 0.6 0.6 'J. 5 
Strip ~Per TJn) 0.7 0.7 0.7 0.7 o. 7 0.7 0.7 0.7 0.7 0.7 G.7 0.7 
Vite ( er Ton/ u 0.6 o.c 0.6 0.6 u 0' 6 0.6 0.6 0.6 C.6 0.1) 
Bolts l Nuts Per Ton) l.ll 1.0 I. 0 1.0 I • 0 u 1.0 I. n 1.0 r.o 1.1 1.v 
Oi:r~n (Per C)·:ir.dero o.u? 0.02 o.o~ o.n o.oa 0.02 o.o~ 0.02 0.02 I)' 02 0.02 u~ ................................................................................................................................................................................................................................................. 
SALE3 !IE\'SNUE 6, I! l 8, i'ZI I O,oe7 11,rn 11 ,412 11,rn 11,4 IZ 11,rn 11,412 I I , 412 11,m :1,m or:m REVENUE I~ JZ 12 12 I! 12 12 I 2 I 2 I 2 '' 12 
·················································~··································································································· 

GR:•ss RE\'ENUE s,m 8 t 733 10,099 11,m 11,424 11,m 11,424 11,m 11,m 11, 424 11,m I I ,424 
VARIABLE com Z,192 3,m 3,536 3,846 3 '86? 3,879 3,897 3,915 3 '9:15 l,m 3,977 3m 
FIU:D COSTS 2,ZH Z,H7 Z,247 Z,247 2, 247 2, 247 2, 247 2,W z,w z,w z,m z:w 
SURPLUS betore Interest, 
Depreciation l Tat 1,683 3,428 4,316 3,331 5,W ~ ,298 5, 280 ~.m 5,HZ 5,m ~,HO ~, 178 
Depreciation 1,491 I, 491 1,m 1,491 1,m 1,m 1,566 1,m 1,566 1,m 1,m 1,m 
Interest 1,840 1,840 1,840 1,m 1,238 938 804 670 536 402 268 1~4 
Protit arter Depreciation 
l lnter~st {I, 648 I 97 m l,301 2 ,511 2,794 t,910 3,026 3, 14 0 3 ,254 3 ,366 3,478 
Tu (l~Xl - - - - - m I, 019 1,059 1,099 1,139 I, 178 1,217 
·········•··•························•···················································••······••············•·············••······••······•······· 
Protit Alter Tat il,648) 97 985 2,301 21511 1,816 1,891 I, 967 2,041 2,115 2, 188 2, 261 
·······························································································-···········-······ ·················~·-·············· 
Cuaulative Earnings ( 1,648) {l,m) (566) 1,m 4, 246 6,062 1,m 9,920 I I, 961 14 ,076 u,m 18,525 
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EAST AFRICAN STEEL CORPORATION 

PROJECTED CASMFLOV STATEMENT (US I '000) 

ma 1993 Im 1m 1996 1997 1998 1999 2000 2001 2002 2003 2004 201)5 

OPERATIONAL CASRFLOV: 

lllFLOll 

Gross Revenue 0 6,m 8,733 10,099 11,m 11,m 11,m 11,m 11,424 11,m 11,424 11,m 11,m 

oumov 
Oper1:in{ Cos:; 0 41439 51305 5,7i3 6 1 0~3 61 109 o,126 61 144 61 162 61 182 6,~0~ £,224 6,?4~ 
·····-·······-·--············--·································································································~········································· 

NEr OPERATi!fG CASHFLOV 0 1,683 3,m 4,316 5,331 5,rn 5,298 5,280 5,262 5,242 5,m 5,m 5,178 

CAPITAL novs 
!NFLOll: 

Proposed Loans: 
Erection l Co11issioning 2000 
Working C1pit1l 500 

TOTAL CAFITAL INFLOVS 2500 

OUTFLOWS 

Loan Rensyaent . . . m 1 mo 2549 mo 2050 2050 mo 2050 mo mo 
Interesl . 1940 IUO 1840 1539 1238 938 804 670 536 402 268 134 
Asset; 1500 • • • 400 · • • 400 • · • 
Tu . • . . • . m 1,ou 11059 1,m 11139 1,m 1,211 
····•···························•··································•············•········•··•·······•··········•·······•·······•·••··················••··················· 
TOTAL CAPITAL OUTFLOWS 2500 184J 1840 4391 4089 4187 3,966 3,873 3,779 ~,085 3,591 3,496 3401 
..........................................•..........•..•................ ~ .................•••.......••.......•••.....•....•••.•....••....••••••...••.........•..•.•...... 
M&T CAPITAL OUTFLOVS 0 (1 1840) (1,840) (4 1391) (4,0a9) (4 1187) (3 1966) (3 1873) (3 1779) (4 1085) (3,591) (3,496) (3,401) 
·······························································-·······················································-·················································· 
NET CASBi CAPITAL FLOW 0 (157) 1,m (75) 1,m 1,128 1,332 . 1,407 1,483 1,157 1,631 1,704 1,777 
····························································································································································-············· 
CUllllULATIVE CASH/CAPITAL FLOV 0 (157) 1,431 1,356 !,m 3,726 5,m 6,465 7,948 9,105 10,736 12,440 14,217 
·················-·········································· ··································•······································•·•·················•················ 
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SUtntJ\RY OF RECOMMENDATIONS 

~.LOANS __ ;_ 

i) Government should convert its loans to EASCO (approximately 
US$ 5.0m) into equity at the earliest opportunity, to ease 
the burden of debt:equity ratio. 

ii) On all the loans, a grace period of 3 years for repayment 
of principal and capital including the year of erection 
should be extended to EASCO. Interest should be waived 
for the year of erection & co111J1issioning (1993). 

A tax holiday of about 5 years for project operations need to 
be granted to EASCO as an investment incentive, which is 
allowed under the present UIA Code 1991. 

L_~g~rr___;_ 
An experienced expatriate Chief Technical Manager should be 
e:igaged by EASCO to run project for 3 years after which a 
capable local expert (he will under study for the three years) 
will take over. 

4. ERECTION AND COMMISSIONING: 
----iT_A_Uganda-liase·d-fTrm with a good reputation has expressed 

interest to carry out the erection and commissioninq, at 
a cost of about US$ 2M, which would include consumables. 
This is a welcome sign and if competitive biddinq is 
sought, this may work out even cheaper. 

ii) Danieli of Italy should be brought in at supervision 
level, as there is an outstanding sum of US$ 450,000 due 
from them to Uganda. 

iii) Erection and commissioning should be started as soon as 
possible preferably in early 1993 , so that the present 
morale of EASCO staff which is high, is not lost. 

~"..- PRQ_D~~JO!'J: 

i) Management must institute a proper quality control 
system, product mix and ensure standardisation of 

products. 

ii) Branding of products with an EASCO trade mark is advisable 
for sales promotion purposes and for establishing consumer 
conf idcnce. 
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~SCRAP_;_ 

Since the avai!ability of scrap is estimated to last for only 
3-4 years, the exploitation of iron ore deposits plans should 
be accelerated. 

1-~_LABQUR/~PQWER: 
A total of 184 personnel i~ required for two 8-hour shifts. as 
recolilllended by M/S VCEST-ALPINE of Austria. 

!L_ MARKETING: 
i) An aggressive sales promotion campaign should be aounted 

by &'SCO once the financial backing is secured and 
production planning is well co-ordinated. 

ii) The short-term target should be the Ugandan aarket and 
simultaneously regional markets like the PTA and KBO 
should be cultivated so that an •export thrust• can be 
effected in the 3rd year. 

9. ENERGY: 
i) There is already a stand-by generator which can be used 

for simple activities 1 ike 1 ighting, operating cranes. etc 
in case of power failure. However, it cannot run the arc 
furnace. A high power generator to run the Rolling 
Mill is not feasible as the cost would be prohibitive. 

ii) Negotiations with Uganda Electricity Board should be held 
at the earliest to ensure sufficient supplies at 
reasonable rates with minimal interruption, as is the 
case now prevalent in Uganda. 

10. _E~F~UENT _D_I~_P_QSAL rum -~REA'fHENT_:_ 
This is a very important issue in industrial operations of 
such a magnitude and for environmental protection. 
The possibility of establishing such a system should be 
looked into with the help of the United Nations 
Environment Programme (UNBP) based in Nairobi, Kenya. 

11. PRODUCT MIX: 
The product mix should aim at the projected capacity 
utilisation for each unit of steel complex and especially 
the bolts and nuts production should be fully exploited, 
since this i5 the only one of its kind in Uganda. 
However, a detailed internal and external Market Survey is 
recommended, after the initial pr~duction is stabilised. 

J2_._ FIRE FIGHT_ING_ SYSTEH: 
Th~re is an urgent need to establish an effective and 
efficient fire fighting syctem as the present facilities may 
not be able to cope with a major fire incident,as the arc 
furnace and other related activities utilise high voltage 
electricity. 
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l_~ •. 0 TI:Rl_fS _9~-~V:RENCE O_F THE UNI DO _ STt}.DY 

1. Collect information on the steel consuaption of Uganda, 
with a break dot111 by major types and sizes for 1970-91. 

2. Forecast the trend of steel consaption up to the year 2000 
based on the past, present and predicted consuaption, 
industrial growth, structural changes of econoay, 
international coaparison. 

3. Prepare an overview of export possibilities for steel 
products. 

4. Coapile the available steel production capacities in 
Uganda, its rate of uti 1 isation. Probleas of aodernisation 

and possibilities for their resolution. 

5. Elaborate the steel price mechanism prevailing in Uganda 
and the saae for export. 

6. Collect information on competitors of EASCO and predict the 
strength and weaknesses of the new plant. Hake 
recommendations for the marketing strategy and the market 
niche to be aimed. 

7. Compile information on the availability of raw material, 
its prices with special emphasis on the present and 
long-term availability of steel scrap, system and methods 
of scrap coll~ction and preparation, scrap dealers and 
terms of trade. 

8. Collect data on the ~hort and long-term energy supply of 
EASCO, energy prices. 

9. Compile the availability of skilled labour required for 
EASCO. 

10. Prepare the profit and loss statement, cash-flow 
calculation for the first 15 years of operation of EASCO. 

11. Prepare a study on the findings and recommendations. 
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UNIDO/HIJUSTRY 9F INDUSTR'(.1 _ GOVERN!fE?IT OF UCl\lH)A_S~¥_EY 
OH STEEL MAR~ET IN _UGAHD~ 

Date: 

1. Name of business 

2. Location 

3. Partnership/Ltd/Branch Co./etc 

4. Operational period to-date ears. 

_I_!__ STEEL ___ ~lt<lDUCT_~_ HANDLED 

1. Khat range of products do you deal in? 

2. For the above ranges, what different sizes/gauges have 
you been marketing? 

3. From where do you get your supplies? 

4. (i) Which are the popular 5izes? (Take note in order 
of popularity and quantity) 

(ii) What quantities of each product you sell? 

(iii) Any specific reason why steel products with 
imports? 

Quantity 
Regularity of supply 
Price 
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1. Kho are your customers? 

2. (a) What level of stocks do you hold? 

(b) Do you experience any problems with that? 

3. Do you have any variation in sales? 

If yes, please explore. 

4. Are there a lot of steel stockholders in Kaapala? 

Do you have competition amongst you? 

5. Are there any areas in which you need help? 

1. At what price levels do you sell each item? 

2. About how much have your annual sales been for the few 
years? 

3. Do you pay cash or do you get credit? 

Who pays for transport? 

Any other help you get? 

4. Kould you be able to give us the price levels at which 
manufacturers sell them to you? 

5. Do you have a lot of expenses in your business? 

Try to get an idea of these costs? 

6. How do you sec the Steel Bubiness in Uganda? 
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ITEMS 
SOLD 
(STEEL 
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UNIDO/MINISTRY OF INDUSTRY, GOVERNMENT OF UGANDA 
SURVEY ON STEEL MARKET IN UGANDA. 

II: 2 II:4(i) 11:4(ii : IV: 4 
I 

'SIZES POPULAR STOCK COST 
loN SALE SIZE HELD PRICE 

IV: 1 

PRICE 
LEVEL 

-- -- --

-- -- - - --· 

I1:4(ii 

QTY. 
SOLD 
PER 
WEEK 
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