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Tre present Steel Products lMarket Demand Study is car-
ried out by TESCO Consulting Engineering Company -
Budapest, Hungary based on the work of

¥r, P4l Narancsik, Metallurgical Engineer
and

dr. Péter Holczer, Industrial Economist

within the fremework of UNIDMO project No. DP/UGA/84/018
- Assistance to the Hinistry of Industry and Technology
- Iron and Steel Industry of the Republic of Uganda.

This Draft Final Report has been prepared in accordance
with the Terms of Reference dated 25 November, 1986 for
the preparation of a Steel Products Market Demand Study
to the Govermment of the RKepublic of Uganda.

Thevduration of the field mission was 1,5 manmonths
whilst 2,5 manmonths of work has been devoted to the
home-work.

The purpose of the subject project was to prepare a
market demand study for all finished steel products re-
quired in thz country upto the year 2000.

The basic results, conclusions and recommendations are
as follows :




during the field mission pertinent data and personal
experience was collected, which was elaborated and
evaluated during the home - work

the possibility exists for the future period for a
gradual increase of steel consumption, demand and
production, depending majorly on the stability of
the overall macro - economic and socic ~ political
development of the country

the satisfaction of the local steel market demand
till 2000 is impossible to foresee without a massive
and diversified import of steel raw materials and
products

it is evident that the share of local production of
steel and steel products will not surpass 40 - 50 %
of the total local market

the accumulated direct and indirect steel consumption
will be increased upto 5 kg per capita in 2000 / co -
unted with a population of 26 million / from the pre-
sent level of less than 3 kg / these figures do not
take into consideration the military steel consumtion/.

to establish o well - balanced steel market in Uganda
institutional reforms, managerial, financial and mar-
keting capacities up-grading is needed, which firmly
requires a " Plan of Action " of all govermment bodi-
es concerned, whereto all major steel industrial en =
terprises should be associated.




The philosophy of the present study wac to determine
the market demand upto 2000 with distinction between
the share, which can be satisfied with the present
production capacities / with necessary rehabilitati-
on / and the share, which cannot be satisfied from
other than continuous imports.

In order to subsitude unnecessary and unwanted imports
of semi - finished and/or finished steel products, the
available foreign exchange should be directed towards
those raw and auxiliary materials, which are suitable
for ready - made goods with fabrication and manufactu-
ring. This policy is to be up - dated on a regular ba-
sis in close comnection with the starting - up of new
production units. The rehabilitation programme of the
Ugandan steel industry cannot be realized without a
well - balanced import policy, which lays on the prin-
ciple of selected production of those industrial pro -
ducts, which embody relatively high value, which are
labour intensive and of which import raw material is
gteadily available and relatively cheap.

Eventhough the steel products market is far not satis-
fied in Uganda, due to several comparative advantages
the export of certain articles, commodities - based on
local production capacities and raw materials - must
be considered in order to improve the terms of trade
of the country,




2. LITRCDUCTIO:L:

The development of iron and steel industry is a pre -
requisite for the industrializstion in a country., Be-
in- e least costly ani rezcdilr available engineering
materinl for conciruction and fabrication of equipment,
m2ciineryr and plant, iron and steel are 2130 used in
various gizes and shapes in industrial constructisa,
machine building, manmufacturing, transnortation, inf -
rastructure, agriculture and other industries,

Tthe iron und steel industry in Uzanda is not well de -
veloned due to verious nroblems and contrzins, but ma-
inly to reliable nocessed steel raw materials base-and
inadequate foreign exchange.

The country’s facilities for the production of finished
steel products are about 50,000 tons, including 30,000
tons of vorious merchant light a2nd mediun sections and
20,000 tons of galvanized sheets. Due to various reasons

the actual production is under 10 % of the installed
capacities,

During the field mission the East African Steel Corpo -~
ration was not in operation, therefore for the time be-
in7 there i3 no indi;enous steel production in Ugende.
The rehabilitation and expansion of the steel works is
of atreategic importance to the country’s Rehabilitation
and Development Flan since it will provide a reliable
source of steel nrodlucts that would otherwise need to
be imported / tiae production of this plunt is to be
20,000 tona per annum by 1991 with the contribution




of the Italian govermment in a value of 12,8 million
US dollars in the form of machinery, spares and acces-
gories.

During the plant visit to the Casement Steel Rolling
Co. Ltd. located in Jinja we have witnessed conside -
rable performance in assembling the rolling mill with
an installed capacity of 30,000 tons per amnum utili-
zing the locally aveilable, indigenous scrap. The
putting into operation of this latter plant vill con~
tribute to the improvement of the agricultural hand
tools supply of the country being one of the key
problems in the recovery process.

The sources of iron and steel materials can be sorted
as follows:

a/ Mining
For the time being three ore deposits are of inte-
rest for the iron and steel industry, namely :
Huko in Xigezi District, Sukulu near Tororo and
Kilembe near Kasese. Only Muko iron ore is rich
and pure. The deposits have not been fully inves -
tigated and the reserves are not proven. Taking
into consideration the immense capital investment
and infrastructure / road, energy, water, trans -
portation, etc. / needed one can see no real chance
to utilize the potential iron ore deposits upto the
year 2000,




b/ Scrap
The collection of the generated steel scrab in the
country is unorganized. The:e is scrap, may be not
so much, but it is scattered and there is no orga-
nization, transport and equipment for its collec =~
tion and preparation., Previous studies estimated
the quantity of availa®ble iron and steel scrap some
300,000 tonnes., The detailed -laboration of a bank-
able feasibility study on the collection, prepara-
tion and recycling of the available steel scrap is
the subject of another element of the subject UNIDO
project to be implemented soon.,

¢/ Import
During the preparation of the study there was no
steel mill in operation in the country, therefore
the whole fabrication industry had to rely on
imported raw material. Due to the prevailing short-

age of foreign exchange the import of steel materials

and products faced severe difficulties, which caused
a very low - some 10-15 % of installed capacities
utilization, Attributable to the civil war during
the last few years the composition of the steel

import has been changed substantially., Hopefully, two

steel plants / East African Steel Corporation Ltd.

and Casement / will be in operation early next year
in the country, till that time the country must rely
totally in import.

There are some pre-requisites and opportunities for
expansion and development of the steel market, consump-
tion, demand and production, simultaneously with the




-9-

growth of the overall economy and industrialization
of tile country. As the per capita steel consumption
is a well- orienting figure i’ is important to mei-’
tion that the direct steel consumption is under one
kg, while the indirect plus the direct consumtion
is under three kg for the time being.

In the study considerable emphasis is put on the
fact that the growth of the engineering sector has
a major impact for basic steel demand. That was the
reason why visits were paid to almost 21l major
steel manufacturing and steel construction indust -
rizl onterprises / for example UG!A, TULPECO, LARCO,
ROKO Construction etc. /.

When studying the available pertinent publications
and statistics, it was found that reliable figures
in a standard form were not available for the period
1983 - 1986, therefore in the study we had to rely
on our data colected and experience gained,

It was found, that up to now the emphasis of the
recovery programme has been on restoring the indust-
rial structure existing before the military take-over,
with 1little thinking on whether a restructuring of the
industrial sector under different basis would better
suit today’s changed conditions in Uganda. In the
Ugandan environment, however, a restructuring process
cannot be decided nor carried out by administrative
means, The market mechanism should provide the signals
that ultimately determine the future shape of Uganda’s
industry, including steel industry.
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3. JUSTIFICATION

In the economic life of all countries, the iron and
steel industry plays an important role. Its smooth
and continuous operation - based upon well selected
development trends, available local raw materials
and other facilities and realistic market trends
and demand - is a pre-requisite to the overall
economic growth and development of any country,

Uganda is in need for her own production of iron and
sveel but heavy problems and considerable difficul -
ties are to be overcome, most of ‘hem connected with
the financial support and technical assistance.

In the framework of UNIDO project Wo. DP/UGA/84/018
the government has requested industrial technical
assistance in the field of development of the iron
and steel industry.

Uganda has comperatively small indigenous steel
market, In the recent years the local demand has
increased and some projections have indicated its
further continuous growth, In the East African
region there are also no large manufacturing
capacities and the steel demand and market are under-
developed. There are existing conditions and pre -
requisites in Uganda for further development of the
iron and steel industry,

The national production of iron and steel in Uganda
is required both at present as well as in the future.
This phenomenon is reflected in the " Rehabilitation
and Development Plan " of Uganda for the period
1987/88 -~ 1990/91.under code no. IT-01, title : The
Steel Tndustry, published in March 1987.




It is evident that no realistic develcpment plan

of the iron and steel sector of the country is immsa-
ginable without a detailed market demand study based
on real survey and estimation,

It is hoped thet the present study can contribute to
industrial policy - makers to elaborate a well -
selected and diversified development plan,

?




4. BACKGROUND INFORNATION

Uganda is a landlocked equatorial country with a total
area of 93,000 square miles / 248,000 square kilometres/
and with a population of 15,2 million. Uganda became

an indipendent republic within the Commonwealth in 1962.

The 1960s was a period of rapid economic growth and
rising incomes for Uganda, as the country successfully
exploited its agricultural potential. During this period
a number of industries were established by local and
foreign industrialists encouraged by rising domestic
demand and govermment support. The Government itself
established several industries in the form of joint
ventures or on its own, through the Uganda Development
Corporation. By the end of the 1960s, the medium and
large scale industrial sector / i.e. firms with 10
workers or more / including agro-industries, accounted
for over 12 percent of monetary GDP and employed over
47,000 people, 17 percent of total monetary employment.
The sector produced a wide range of consumer and inter-
mediate goods for domestic consumption.

In 1970, the Government of Uganda had started expanding
its participation in the industrial sector by acquiring
controlling interests in a number cf private enterprises,
The taking over of the military regime was followed by a
decade of administrative, social and economic deteriora-
tion, Industrial production during the military regime
declined through a combination of mismanagement,
equipment failures due to lack of technical personnel
and maintenancen and scarcity of foreign exchange to
import spare parts and raw materials.
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By 1978 the industrial production was down to about
half the 1971 level. By 1980 GNP per capita was US
Dollar 263, less than half its 1970 level. In June
1981, the Government adopted a package of policy . .
measures which led te a relatively strong recovery
between 1981 and 1984, going from less than 15 per-
cent of capacity utiligation in 1981 to some 30
percent capacity utilization in 1984,

During the civil war tke economic situation of the
country was on the way of continuous deterioration.
Due tc this negative progress ithe industrial perfor-
mance declined further; some of the companies closed
down totally, while others were operating on a very
low capacity utilization due to the lack of raw
materials, energy, finance and security.

After restoring peace, the Govermment of Uganda has
launched an economic recovery programme in which the
industrial sector has been given to priority, only
second to the agriculture sector. In this context, the
existing iron and steel industry has been given
considerable importance. However, the industry needs
assistance to sustain the economic growth and partial
self-reliance in iron and steel products used in
engineering, construction and agriculture implements
industry.

Uganda was producing and marketing around 50,000 M,T.
of rolled merchant products and galvanized sheets
prior to 1972, which amount has been reduced to around
3,000 M.T. in 1986,

The steel consumption and demand in Uganda is featured
with a very low level and irregulerity. The domestic
steel market is too small and limited by volume and
product - mix, Low effective demand is still an
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important constrain for many industries in Uganda,

The increase in purchasing - power generated by higher
rural incomes, has not translated into higher demand

for many urban - based industries, like steel industry.
It is tipical of Uganda, however, that the problem is
not so much the lack of effective demand, but low
quality or s mismatch between what the consumers want
and what the enterprises produce or what can be imported.

The Custom Department of the Ministry of Pinance do not
possesses a comprehensive, reliable data base since 1972,
the ad-hoc statistics prepared during this period are of
partisl, sectoral interest, which spot-lights the actual
need for an overall statistical system. Such a system

is the basic pre-requisite of industrial and commercial
decision - making towards the rehabilitation of the
industry. Nowadaysthere are only ad-hoc statistical
surveys in the country and even the customs authorities
can only registre the flow of commodities afterwards,
therefore the flow of raw materials and products cannot
be identified to a great extend.

As to the expatriate capital investments and joint
ventures, one can say that they are merely closed down
or rather out of work, The reason of such situation is
- according to representatives of such companies - the
recession due to the civil war, the inflation and the
monetary contrains in the country, first of all the
shortage of foreign exchange. The decreased foreign
exchange earnings cause themselves a very wide gap in
the supoort of industrial rehabilitation.

In order to give a comprehensive picture on the above
tendencies the trends of the GDP per capita and the

MVA / Kanufacturing Value Added / in the country for

the recent decade are illustrated in Figure Wo,1l,2 and 3.




Annual growth rates of GDP and KHVA in Uganda

/ constant prices in 1975 dollars /
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The above diagram shows clearly the tendency of GDP and

MVA which is self - explanatory. From the present political
situation in the country, the govermment’s economic policy
/ for example the introduction of the new monetary system /
one may draw the conclusion that the country will braize the
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present stale - mate and start to go on an upward
tendency. This is reflectzd in the merket forecast
detailed in quantities and qualities in Chapter No,

6Q4. upto 2000.

a2

GDP per capita in Uganda

/ in 1,000 USD/c /

Figure No. 2.
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The actual political situation / civil war / deeply
influenced the GDP per capita in the country. Between
1980 and 1984 an upward tendency can be witnessed
which is followed by a rather negative trend which is
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explained by the following diagram on the manufacturing
share in the GDP.

KHanufacturing share in GDP

/3l [ c

Figure No. 3.
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The continuous lack of raw materials, electricity,
management, skilled labour led to the deteriorating
of the manufacturing share in the GDP, whereas the




steel industry followed the same tendency. The deterio-
ration of the balance of payments and the continuous
shortcoming of foreign exchange contributed to the
dowvnward tendency substantially.

It is worth mentioning that all the three diagrems
are strongly influenced by the rapidly growing population
which plays a dominating role in the market demand.
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5. METHODOLOGY AND APPROACH TO THE HARKET SURVEY

Vhen launching the project implementation all related
documents, publications and statistics available and
pertinent to the subject were thoroughfully studied.,
It wes found that data and figures are either not
available or not reliable due to the fact that they
are based on rough estimations.

Therefore the way of project execution was basically
through studying new materials published recently,
discussions with the most significant iron and steel
producers and manufacturers and joint work with the
UNDP and Ugandan counterpart staff.

Due to the lack of reliable and up-to-date statistical
data base it was.considered imperative to obtain
personal experience and impressions on the existing
facilities, Talks were carried on with responsitle
persons and representatives of the government bodies
and industrial enterprises collecting partly their
verbal, partly their written information and experiesnce.
Plant visits were implemented paralelly to gain real
picture and experience on the prevailing conditions.,

Based upon the above mentioned three types of question-
naires were prepared. in order to collect documentary
evidence of the present situation and forecast the
future market demand for iron and steel products.

The first questionnaire was prepared particularly to
the linistry of Industry and Technology to obtain an
overall and comprehensive picture on the views of the
sinistry. The second questionnaire was compiled to the




Linstry of Commerce and Kinistry of Planning and
Economic Development to approach the subject from the
commercial and national planning points of views,

The third questionnaire was prepared for the individuzl -

iron and steel producers and manufacturers to get
acquanted with their conditions, figures, problems,
estimated production programme and future development
and expansion plans,

The final suggestions and recommendations are based on
the above mentioned experience and the detailed evalua-
tion and appraisal of the questicnnaires filled - in
properly.

The figure in the study are based on the SI / metric /
system and the intermational comparisons are explained
in US Dollars.

In the tables and figures incorporated in the study the
main commodity groups were selected upon the current
industrial structure and main market factors. The main

commodity groups represent a wide assortiment a detailed

description of which was not subject of the study and
which are determined partly by the manufacturing

industry and the actual daily market demand, Theinternal
fluctuation of the commodity groups are equalized on the
long ~ run, Anyhow, the grouping i.e. selection of steel

products is based on the real local experience and
information gained frca local counterpart experts and
representatives of government bodies and industrial
enterprises, We believe that the assortiment in the
tables represent the real market demand for steel
products in the country.




Based on UNIDO’s suggestions, in the middle and at the
end of the mission two round - table discussions were
held, whereas the experts reported to the representa -
tives of the Ugandan govermment bodies and UNDP on the
job performed, The Aide lMemoires were signed by the
particivants of the meetings which are attached to the
study as Annex 1, and Annex 2.

UN'IDO was also kept be informed on the job performed
by sending an Interim Performance Report dated iiay
1>th, 1987, which is attached to the study as Annex 3.

In order to present the sphere of government bodies
and organs as well as industrial enterprises and
introduce the representatives of these organizations
the 'ork Programme is attached as Ammex 4. whilst the
list of People liet as Annex 5,

The questionnaires prepared, submitted, collected and
evaluated are atteched as Annex 6,
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6. MARKET SURVEY

6.1. The local iron and steel production basis

The identification and surveying of the indigenous
potential market supply and import is a pre - requ-
isite of the preparation of the market demand study.
Principal attention was paid to the studying of the
existing installed and/or unutilized iron and steel
production capacities and facilities. To this pur -
posea global analyses was prepared based on detailed
discussions and collected questionnaires with regards
to the present situation in this sector. Considerable
attention was drawn to the assessment of the potential
raw material resources and to the evaluation of the
envisaged import trends,

In the course of the mission two metallurgical plznts
were found which may serve as the basis of the local
steel -~ making and rolling, these plants are the
followings:

- East African Steel Corporation Ltd.

The EASC located in Jinja was not in operation
because the rehabilitation of the plant is in
process actually with the support of an Italian
Goverment contribution., The present works comprise
the rehabilitation of the electric steel melting

shop with the connected rolling mill, with a planned
installed capacity of 25,000 M,T. annually.

The envisaged production programme would be as
follows:




round and square bars 60 4 15,000 11T,
- equal angles - 20 % - 5,000 i.T.
- hoe bars, rods -10% - 2,500 M.7.
- narrow flats -10% - 2,500 i.T.

During the plant visit all the machinery and access-
ories were witnessed on the site and according to the
expectations of the plant’s management the rehabili -
tated plant will start the operation till the end of
1987. The plant is supposed to utilize basically
indigenous scrap stock. The survey of the quantity
zni quality of this scrap btasis is the subject of
another element of the subject UNIDO project Ilo.
DP/UGA/84/018. As to the management, the company heas
in mind a long - term idea to become the basis of the
sponge iron production in Uganda,

Till now the existing East African Steel Corporation
Ltd. as a steel plant has never been utilizing its
installed capacities totally due to the contrains
typical to all industrial enterprises in Uganda,
Problems in capacity utilization can be foreseen

even for the future as well, as difficulties in regular
supply of raw and auxiliary materials, lack of contin-
uous energy supply and spare parts as well as the
shortage of the skilled labour with high educational
level and managerial skills can be eliminated only on
the long run.

-~ Casement Steel Rolling Company Ltd,

The CSRC is a newly established plant still under
construction. The installed rolling capacity will be
30,000 1,T, annually, The erection, commissioning
and start - up operation of the plant is expected
to be completed till the end of the present year,
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The plant operation will be launched with a rolling
capacity of 10,000 H.T. per arnum totally based on
imported raw material. Following this an electric
steel melting shop with an arc furnace will be
installed, which will be fed with the locally
available so called regular scrap. The main profile
cf the plant will be the provision of the Casement
steel products manufacturing companies and the neigh-
bouring industrial enterprises with different sorts
of rolled steel products, mainly bars.

Taking into account the overall economic potential
of the country, Uganda can rely actually only on
these two plants as indigenous rolled steel procducts
supplier. This way the total expected, nominal steel
rolling capacity of the country will not exceed

55,000 LI.T. per year by 2000.

Concerning the iron ore deposits of Uganda all previous
geological surveys and consequent studies agreed upon
that in the areas of Muko in Kigezi District, Sukulu
near Tororo and Kilembe near Kasese have substantial
deposits. The deposit in Muko is rich and relatively
pure whilst the others are mixed and contaminated.

As the exploitation of any of the above listed mines
has not beenstarted yet, furthermore their surveys
and investigations are far not complete including
studies and relevant proposals, there are many pre-
liminary actions required based on up - dated
considerations.




Should all these studies and research activities
show a positive result, the high capital investment,
infrastructural requirements, huge skillea iabour
denand to opening the mine, make it unrealistic
under the prevailing economic ccnditions to implement
this project upto 2000.

Purthermore, the iron ore mines do not fit to
metallurgical processing directly, therefore its
pellettizing and/or sponge iron making have also very
serious financial impacts. During the home work serious
and ittoroughful investigations and studies were made
with the involvment if mining research and development
institutions, because as to the Chief Technical Advisor
the whole sponge iron mining, sponge iron processing
technological line could be implemented for 20 nillion
US Dollars, According ® findings, results of the
investigations, this line including a 30,000 li.T.
sponge iron plant might be implemented for this coount,
but the opening and operating the mines and the
provision of electricity, water, drainage, sewage
treatment, road network, transportation with special
vehicles, management with experts, repair and main-
tenance, social infrastructure, environmenv protection,
etc. would cause multiple investment costs / of course
this list is just a rough one and it does not contain
those connecting investments which are necessary from
the national economic point of view /.

Therefore our position is maintained, i.e. the sponge
iron, based on the above mentioned technological
process will and may not be competitive due to the
import requirements of the eventual investment as
listed above.,
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To brake this stalemate joint - ventures could be
considered either on bilateral basis or in the
framework of P,T.A. on the long - run. Subsequently
the development of the steel industry in Uganda cznnot
rely on indigenous iron ore deposits up to the year
2000.

As in all countries of the world, the importance of
metal scrap recycling was revealed also in Uganda
being an easily available and reliable source of
metallurgical raw material, which is economic and
contributes to environment protection. Being in
aware of this fact, the Government of Uganda banned
the export of metal scrap by law and this law is in
force presently as well, Taking into account the
potential, unutilized scrap stock of the neighbouring
countries, it is advisable to consider their inmport
to Uganda which may serve as a raw material basis
partly to the Ugandan iron and steel industry on the
long - run.

Based on the Feasibility Study Report: Metal Scrap
Processing Plant -~ DP/UGA/84/018 prepared by Mr. P.R.
KHerh, iron and steel expert, the surveyed scrap
quantity in Uganda comes as much as some 300,000 M.T.
6C % of which fit to the electric arc furnace steel
making. This is only a potential raw material basis
to the iron and steel industry, because neither the
collection, nor the recycling process is in existence
in Uganda now, Therefore it is of utmost importance
to assure an up-to-date and professional preparation
of the metal scrap to be collected,




6.2.
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Based on the above figures - provided that beyond

the two metallurgical plants mentioned before no
further capital investment will be done in the coming
13 years - one may state that the presently available
and the regular scrap may feed these two metallurgical
plants with raw material to an extent of appr. 80 %.

The iron and steel products import

The import content of Ugenda’s manufacturing sector is
relatively low for African standards, This general
statement does not concern two subsectors : metal and
paper products, the import is more than two thirds of
their inputs. One may say, that the recovery and
growth of Uganda’s industry depends to a large extent
on the availability of some essential imported inputs
including raw materials, spare parts, machinery and
equipment, not produced in Uganda.

The available data does not suggest that the availabi-
lity of competing imports had a negative effect on
industrial production.

During the mission we have witnessed and experienced
a general shortcoming of all the commodities including
steel raw materials, semi - finished products and
consumer goods, There is immense shortage even in the
most important everydays’ life goods, such as cutlery,
domestic utensils, corrugated sheets for housing, etc,

Numerous metal products retail shops w:re also visited,
their stock showed a very limited assortiment and their
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quantity was on the minimum / this statement refers
only to those shops, whichwere found open, shops were
found open, shops are mostly closed or almost empty /.

For the time being and also upto 2000 the shortage of
availability of imports will play a dominating role
in the steel industry and steel products market in
Uganda. This is caused basically by the negative

balance of payments, i.e. shortage in foreign exchange
earnings.

The iron and steel industry of Uganda - through its
contribution to the GNP estimated to be some 3 - 4 3
and the number of employees do not surpass some 40,000
- is of critical importance. As capecity under - utili-
zation is found partly due to the lack or shortage of
raw materials and semi - finished steel products, it
would be very important to devise strategies for
ensuring a reliable supply of imported steel raw mate-~
rials, semi -~ finished and firished products.

The composition of the steel market incorporates also
such groups of commodities wnhich include partly or
entirely iron and steel material. This is called
generally as indirect steel import. The overall trends
show that the imported goods have relatively high iron
and steel content / vehicles, railways, domestic
utensils, agricultural machineries, etec, / and this
trend is on upward . Due to the economic conditions

in Uganda the share of second - hand vehicles, machines
etc. increases which fosters the need for spare parts
and maintenance.
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Por the time being Uganda does not possess any basic
hand - tool manufacturing basis, Such hand - tools,
like hammers, plies, cutters, grips, etc. of very
simple and universal character are the basic needs
of any kind of repair and maintenance. The market
demand for these steel products would be enormous.

As far as the country cannot establish her own hand-
tool manurecturing basic industry, the introduction
of some new technologies like investment casting
technology has numerous advantages, such as:
- it can be based on the locally available,
selected iron and steel scrap
- it requires relatively small capital investment
- it can be adjusted to existing steel manufactu- -
ring company
- it requires relatively low infrastructure
~ its production programme is very flexible
- its accuracy is so high that there is almost
no need for machining, first of all for surface
grinding.
This technology could be easily introduced in UGHA,

Taking into considerztion the above described needs,
requirements, facilities and shortcomings,the need for
steel import by 2000 is estimated to be 67.000 M,T.

The estimated direct and indirect market demand for
import steel products in Uganda is described in
details in Tables No. 2 and 4. in Chapter lio, 6.3,




The present market demand

Upon the arrival of the team to the field the working
programme was established with the CTA and the national
counterpart experts. Based upon the instructions and
the advise of the representatives of the Hinistry of
Industry and Technology and the suggestions made by the
Resident Representative of UNDP, visits were paid to
numerous govermment bodies and industrial enterprises.
These companies cover some 80 % of the iron and steel
consumption of the country, located in Kampzla, Jinja,
Iugazi and Entebbe / see Annex Fo. 4. /. Cther companies
located in other districts of the country were not
visited due to the prevailing security situation and
their being not in operation.

As described in Chapter No. 6.1, the two steel mills
will be in operation not socner than 1988, therefore
their raw and auxiliary materials demand will be
outlined in Chapter No. 6.4. In order to assess the
present market demand, the steel products had to be
sorted in two typical groups, such as direct and
indirect steel products / this grouping is based on
S.I.T.C. /.

The country imports steel as raw materialas well as

semi - finished and finished products, for example
locomotives, vehicles, domestic utensils, etc,

Therefore the tables had to be splitted in two further
sub - groups reflecting the origin of the steel products
/ indigenous or import /.the market demend is focused on,
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In order to gain an overall, comprehensive picture
on the present market demand, four tables are pre-
pared and incorporated in the study as follows:

- Table No, 1. Estimated direct market demand for
indigenous steel products in Uganda
1983 - 1987

- Table Ko, 2., Estimated direct market demand for
import steel products in Uganda
1983 - 1987

- Table Ho. 3. Estimzted indirect morket demand for
indigenous steel products in Uganda
1983 - 1987

- Table No., 4. Bstimated indirect market demand for
import steel pruvducts in Uganda
1983 - 1987

When preparing the tables the estimated growth of the
population as indicated in UNIDO/IS/344 was taken
into account. The data and figures received after the
mission from the Customs and Excise Department of the
lMinistry of Finance of Uganda were taken in deep con-
sideration but corrections were made upon the recent
information collected during the mission.

In order to demonstrate visually the basic and
characteristic tendencies, the figures of the four
tables are illustrated on diagrams in Pigures llo. 4
and 5,
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ESTIMATED DIRECT MARKET DEMARD POR INDIGENOUS AND IMPOR?T

SYEEL PRODUCTS IN UGANDA

1983 - 1987

Pigure No. 4.
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Table Fo. 1.

ESTIHMATED DIRECT MARKET DEMAND FOR INDIGENOUS STEEL

PRODUCTS IN UGAINDA

3983 - 1987

in H.T.
Product name 1983 1984 1985 1986 1987
¥ire rods, bars 120 140 210 420 500
and rods
Angles Shp. Hm. 1200 1100 1100 1200 1300
and Shp. L,
Plates - heavy, 150 155 160 270 410
med, and light
Tinplate and -
other coated 110 1890 220 310 360
plates
Hoop and str. 1300 2200 2400 3700 5800
Rails and other 70 95 120 100 150
rail truck
Vire 124 205 421 505 720
Seamless tubes - - - - -
Welded tubes 20 35 70 75 90
Total : 3094 4090 4701 6570 9270




ESTIMATED DIRECT KARKET DEMAND FOR IMPORT STEEL

Table Ho. 2.

PRODUCTS IN UGAKDA

1983 - 1987
in i.T.

Product name 1983 1984 1985 1986 1987
Wire rods, bars 160 750 1100 3200 5000
and rods
Angles Shp Hm, 380 410 820 640 630
and Shp. L.
Plates - heavy, 120 160 180 260 320
med, and light
Tinplate and
other coated 80 150 140 150 300
plates
Hoop and str, 1600 2500 2300 3500 4200
Rails and other 150 310 340 300 560
rail truck
Viire 180 230 405 560 600
Seamiess tubes 563 470 1050 3100 3600
Velded tubes 35 50 70 95 110

3268 5030 5405 8805 10370
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ESTIMATED INDIRECT MARKET DEMAND FOR INDIGENOUS AND IMPORT

STEEL PRODUCTS IN UGANDA
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TABLE Mo. 3.

ESTIMATED INDIRBCT MARKET DEMAND FOR INDIGENOUS STEEL

PRODUCTS IN UGANDA

1983 - 1987
in IL.T.

Product name 1983 1984 1985 1986 1987
iietall structures 16 27 A7 37 25
Tanks, vessels etc. 8 17 15 20 35
7ire oroducts 80 650 1400 2490 2800
riails,nuts, bolts 160 8 21 36 25
Hand tools 55 6 72 96 82
gg:i:g{sand dom, 45 8 8 7 5
Dom, electric 3 15 47 71 90
equipment

Agricultural mach, 25 37 43 35 70
tractors

Rails, locos, etc. 190 45 270 320 450
Road vehicles 550 760 810 1100 1550
Bycicles etc., - - - - -
‘Heating,sanitary 57 18 48 51 70
Purniture 15 68 75 125 130
Spare parts 55 87 125 180 180
Total : 1259 1743 2981 4588 5512
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Table 5. 4.

ESTIMATEDILIIDIRECT MARKET DEMAND FOR INPORT STEEL
PRODUCTS IN UGANDA
1983 - 1987
in I T.

Product name 1983 1984 1985 1986 1987
rietall structures 23 27 50 170 190
Tanks, vessels etc. 40 45 60 80 110
Wire products 34 1520 2800 3550 3800
I'fails, nuts, bolts 150 15 24 38 35
Hand tools 40 15 Y 125 110
Cutlery and dom, | 28 15 13 15 20
utensils
Dom,., electric 7 105 205 490 510
equipment
Agricultural mach. | 40 150 163 210 250
tractors
Rails, locos etc, 1900 1450 3050 5106 65G0
Road vehicles 2900 2500 4060 5041 7000
Bicycles etc. 1200 1900 3400 5600 8000
Heating, sanitary 160 22 59 110 220
Purniture 22 310 366 410 500
Spare parts 310 750 1950 4850 5500
Total : 6554 8824 16237 25795 32745




The following conclusions can be drawn from the four
tables and two diagrams:

- eventhough the indigenous steel industriael enterprises
face with severe constrains in raw material supply,
energy, spare parts, skilled labour, etc. they can
partly contribute to the satisfaction of the demand

-~ the steel products manufacturing companies could more
substantially provide the local market with steel
products if the above mentioned protlems could be
continuously overcome. By meens of adequate management
and highly professional organization some of these
steel fabrication companies could considerably increase
their production - based on their installed capacities-
and they migh¢ be turned into the position of supplying
highly qualified, valuable¢ products to the home market,
moreover part of this production could be sold on
export market, such as car bodies, nails, wire products,
corrugeted and plated sheets, etc. in firal products
form., The export earnings gained from this activity
would solve some of the most crucial problems, such as

supply of raw materials, spare parts, rehabilitation,
etc,

Criticism may arise to our approach for some export
while the local market is in deep shortage of alil
commodities, There is no country - even among the mcst
highly developed ones - which manufacture all steel
products needed for the local consumption. On the
other hand there is a need for the export of those
steel products which show comparative advantages.,
Based upon the above principle and our experience
Uganda has several comparative advantages in the steel

industry which lays a good foundation for the development
of this industry.
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- there is considerable demand for cast products; this
demand is a latent one, as cast products are usuvally
parts of different kinds of industrial commodities.
One of the most crucial problems of the country is
the overall and daily lack or shortage of basic spare
parts / vehicles, textile-, sugar-, cement industry ,
railways, etc. /. This problem cannot be overcome
without the rehabilitation of the basic foundry and
forging capacities. Similarly to other branches of the
industry, the foundry sector faces severe difficulties
due to its heavy demand for energy and raw materials
/ ccke, alloys, etc. /. It is suggested to consider
its rehabilitation, because it needs relatively smell
investment and the mejority of the raw material can bc
provided from scrap, whereout even the alloys can l.
separated with well - established organization. i ful!
- scale rehabilitation of the foundry industry can
partly contribute to solving the spare parts problews.

The foundry industry in Uganda absolutely misses tihe
precision casting technology, which is the basic
element of spare parts production. The whole transport-
ation sector - which is very important to keep the
industry and the whole economy running - is out-dated
and in rather bad conditions. This problem is growing
everyday as the country imports second -~ hand vehicles
in huge quantities, which is causing severe problems

in relation to spare -~ parts supply and emergy consump-
tion.

- the majority of the present import items is such, which
must be imported upto 2000, This is reasoned on one
hand by the lack of pertinent production capacities, on
the other hand the required quantity is deeply under
any economic scale of production, for example rails,
trucks, engines, etc,
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- the prior tables reflect the actual estimated local
merket demand for steel products, as the potential
market demand is assessed to be much more higher.
The potential of the steel market is surrounded by
many concrete, limiting factors being subject of the
overall economic and technical circumstances of the
country, such as stability of the monetary system
including inflation, exchange rates, external debt,
government deficit, rapidly growing population,
dependence on traditional export commodities, under-
development of the infrastructure, low GHP and GDP
per capita., This latter one itself substantially
limits the consuming potential of the country among
others in the steel market as well,
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6.4. The forecast of the steel market demand upto 2000

L. Uganda the market and industrial capabilities
are on an upward trend to exvand, whereas a
structural change in national steel demand is
likely to take place. Uganda will trend to start
local production of the steel based products
imported recently, in turn giving rise to greater
demand for basic steel products,

The forecast of the market demand - direct and
indirect - for steel products is incorporated
in Tables No. 5. and 6. Figure No. 6. depicts
the overall tendency for illustration.

According to the statistical data available and the
personal impressions and experience gained during

the mission it can be stated that Uganda potentially
owns rich natural resources, considerable installed
machinery and manufacturing capabilities. Uganda

earns considerable foreign exchange - against all:
difficulties ~ even this year, which is originated
first of all from the export of agricultural products.

All these facts and the findings and analyses as well
as estimates incorporated in the former chapters of
the study led us to the conclusion to forecast the
market demand for steel products as illustrated ir
Tables No. 5. and 6. and FPigure No. 6.

The forecast is based on real assumptions based on
reality, because we wanted to avoid any unrealistic
optimism .
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ESTIMATED DIRECT AND IEDIRECT MARKET DEMAND FORECAST

"FOR STEEL PRODUCTS IN UGANDA

1995 - 2000
Pigure No. 6.
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Table Yo. 5.

ESTIHATED DIRECT HMARKET DEMAND FORECAST FOR STEEL PRODUCTS

TN UGANDA
1995 -~ 2000
in H,T.

Product 1995 2000

nane Iocgl TImport Total | Local Import Total

prod. prod.

Wire rods 3100 500 3600 4100 800 4300
Bars and 4100 1500 5600 4500 1800 6300
rods

Angles Hm, 2500 1800 4300 2800 3000 5800
Angles L. 2800 1000 3800 3700 1800 5500
Plates - 1000 1000 - 1500 1500
heavy

Plates med. - 600 600 - 800 800
Plates 2000 800 2800 2200 1100 3300
light

Tinplate 4000 - 4000 3500 - 3500
Other coat. 1800 - 1800 2500 - 2500
plate .

Hoop and 2500 500 3000 2500 1600 4100
strip

Rails - 1000 1000 - 2800 2800
gthe; rail 2400 800 3200 1200 2500 3700
ruc
Wire 2500 900 3400 2500 1500 4000
fegmless 400 1100 1500 500 1800 2300
ube
Welded - 500 500 - 1000 1000
tube

Total : 28000 12000 40000 | 30000 22000 52000




Table No. ©G.

BSTIMATED INDIRECT HARKET D=MAND FORBCAST FOR STEEL PRODUCTS

I UGANDA
1995 - 2000
ia 1T,

Product 1995 2000

name Local Import Total | local Import Total

prod. prod,

iletall 5100 6600 11700 7500 7000 14500
struct,
Tanks, 400 600 1000 500 500 1000
vessels
Wire 1600 1800 3400 2100 7C0 3800
products
Yails,nuts 800 1000 1800 1200 800 2000
bolts

lland tools 1000 1800 2800 1500 1509 3060
Cutlery 200 300 500 500 400 900
Domestic 150 300 450 600 406 1000
utensils

Agr. mach, 2150 5800 7950 3500 5000 8500
tractors

Domestic 400 500 900 1500 600 2100
el, utens,

Rails, .- 2100 3200 5300 3500 3100 6600
locos etc.

Road 2400 14000 16400 4500 17000 21500
vehicles

Bicycles 200 300 500 800 500 1300
eic,

Heating, 900 1500 2400 1500 1800 3300
sanitary

Furniture 100 500 600 1200 600 1800
Spare-~ 600 3800 4400 1600 410C 5700
parts
Total : 18000 42000 60000 | 33000 45000 78000
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The target of our forecast was to make assessment upto
1995 and 2000 on real market demand corresponding as
far as possible with the real possibilities. The figures
show the magnitiude of the major trends, maybe some of
the figures could be subject to discussions concerning
the composition of particular items.

when studying the share of indigenous and import steel
products one must take into consideration not only the
prices as they are, but also the import content of the
indigenous steel products, A detailed comparison is
rade in Chapter no. 7. - Conclusions, Special care rust
be devoted to the selection of particular steel products
for indigenous production, because the market demand
may be more economically satisfied from import.

In the figure and in the tables optimism is shown that
the country is on the way to step on consolidation and
upon satisfaction of the basic needs further demand
can be met on the steel products market as well, All
these observations are reflected in Figure no. 6.and
Cables no. 5. and 6, which show that the overall market
demand will be dubled by the year 2000.

It is to be noted that the restructuring in the world
steel industry is a process, which means that new
technologies occure and old ones become absolutely

out - dated; new materials - like plastics - substitute
steel in many fields and new profiles appeare everyday
in the steel industry, which have a wide impact on the
market demand for steel products in Uganda as well.
Therefore it is very important to consider the market
demand forecast in a flexible, system- approach manner.
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7. CONCLUSIONS

Comparative price analyses of locally-made and imported

steel nroducts

TLe appropriate analyses and appraisal of the home market
and international prices and their tendencies is of basic
importance to gain a reliable picture on the competitive-
ness of the indigenous industry.

The shortage in foreign exchange is a common problem in
the majority of the developing countries, amoung others
this is the case also in Uganda. The efficient utiliza-
tion of the available foreign exchange substantially
influences the economic development of the particular
country, This mostly concerns those countries - like
Uganda -~ where the market demand is much higher than
the supply. The comparison must be made taking into
consideration the production costs and the ex - works
price being subject to accessibility to and delivered
prices of raw and auxiliary materials, the specific unit
operations employed, the labour productivity and the
level of capacity utilization etc. It is assumed that
the twc acrap - based steel mills with electric arc
furnace process will produce billets, bars and simple
shapes.,

The total project capital cost can be taken as U3 Dollar
900 per ton of installed capacity / counting with 25,000
tonnee per year capacity /. In our assumption the
production cost of local steel - making is 400 US Dollar
per ton, out of which one ~ third is accounted for by
capital related charges, scrap by 20 %, electricity 105,
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electrodes and ferro - alloys 9 % and salaries and wages
8 70, whilst the balance is far minor cost contributors .

Estimates were also made for foreign exchange provnortion
of the various cost elements. This shows that upto 48 .,
of the effective production cost is to be incurred in
foreign currency. This observatior is important while

it underlines the inadequecy of thepopular assumption
that the foreign exchange savings achieved by local
manufacturing is merely the foreign exchange equivalent
of the same units of import,

Our assumptior concerning the above estimate is detailed
in Table No. 7. on the following page.

Steel production may or may not be profitable depending
on the specific cost structure experienced by the
particular plant. However, comparing the market price
range of US Dollar 400 to 800 per ton for bars jroduced
by local small scrap mills with a landed import orics
from Zurope for bar of US Doller 360 - 520 indicates
that the rationale for steel production is not the
price calculation but possibly rather the saving of
foreign exchange,

The calculation and the comparison fully support the
government?’s intention to satisfy the local market
demand with local production o¢f steel products. There
is no doubt that this policy has two positive impacts:

~ foreign exchange can be saved via utilizing the
already existing local manufacturing capacities

- the foreign exc hange invested in keeping the
local steel mills running has widespread
implications on all down-stream industries.
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Table llo. T«

Indicative bar/shape production cost for EAF -basea

scrap consuming steel mill in Uganda - 19567

Cost item Unit cons. Unit Cost per Percen-
per ton of price ton of tage of
rolled /Usb/ bar/shape for.exchi.
product / USD / / 5/

Scrap 1,2 ton 65/t 78,00 0

Pluxes 10,0 kg 0,2/kg 2,00 100

Refractories

/melting and 15,0 kg G,75/k%g 11,25 80

casting/

Refractories

/preheating 5,0 kg 0,75/kg 3,75 1¢O

furnaces /

Rolling mill

consumables 5,50 100
Electricity 750,0 kwh 0,05/kwh 37,50 0
Electrodes and

ferro-alloys 7,5 kg 4,70/kg 35,25 100
Repair and main, 23,30 25
Gen. administr, 32,70 25
Salaries and

wages 12,0 mhrs 3,00/mh 36,00 10
Amortization /15 %

of fixed charges / 131,25 30
Ex- factory production cost : 396,50
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Beyond the utilization of the existing capacities one
can consider - on the long run - based upon a well -
organized and well - selected production practice,
the export of some steel with high foreign exchange
earnings profitability. This potential could improve
the balance of payments of the country and difersify
the assortiment on the local market, as well eas
establish new working places.

When studying Table No. it can be stated that
there are several fields of decrease of import pro -
portion, as Uganda possesses capabilities in certain
import substitution, for example in case of fluxes,
refractories and ferro-alloys. In this respect small-
scale industries can play an important role with
government support and incentives.

Remark: The CIF Kampala price was in lMarch 1987
995 US Dollar/ton for steel bar according to
the statistics of the liinistry of Commerce.

Cut of the ex-factory production cost - i.e,
US Dollar 396,50 - the foreign exchange com-
ponent is 48 ¢ / US Dollar 190,3 / and the
local currency component is 52 5 / US Dollar
206,20 /.
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8. RECOMIMENDATIONS

1./ A continuous market survey and data collection is
essetial for the establishment of a comprehensive,
somputerized data bank, which may serve as part

of the overall statistical system of Uganda. Such
a data bank could provide reliable, continuous and
un-to-date information on the daily market situa-
tion. By means of such a data bank and information
system competent decision -~ makers could control,
monitor and register as well as maybe influence
the prevailing tendencies on the market. Therefore
it is recommended to lay down the foundation of a
" Comprehensive Industrial Information System ",
which would have the following benefits:

- registration of the available local
production capacities

- registration of the locally available
stocks and immobile commodities

- registration of the regular and potential
import supply sources

- following - up and forecasting of market
tendencies of particular products,

The same phenomenon was reveiled with the intention
of the Uganda Export Promotion Council / EPC / to
develop a modern trade information - documentation
centre / TIDC / to cater for the needs of both
private and public sectors.
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2./ In order to realize the data bank concept the
industrial enterprises must be obliged to provide
information on a regular basis. The data bank
could most efficiently be utilized if a close co-
ordination was realized amoung the Hinistry of
Indutry and Technology, the iiinistry of Commerce
and the lLinistry of Planning and EZconomic Develop-
ment to economize the available foreign exchange,
capacity utilization and to influence the market,

Such co-operation among the government bodies
would have a positive impact on the efficiency

of import licencing and demand forecasting. Cur
proposal on the co-operation scheme and the flow-
chart of information is described in Table Ho.S.
on the following page.

3./ In order to satisfy the market demand, the full
capacity utilization of the indigenous facilities
is very important, this latter can lead to the
increase of market share of locel production basis.
To this purpose and to the concept outlinea before,
a well educated and trained industrial management
with economic skills is indispensable., In 1983
professional and technical personnel accounted for
only 2,6 percent of the labour force employed in
industry, based on a sample of 73 enterprises from
the Ifinistry of Industry 1983 survey, most of then
medium and large.

It is highly recommended to lay efforts to recalize
the above targets as soon as possible, whereas the
correspvonding technical assistance and financial
support from international orgenizations or bilate-
ral donorsshould be considered,
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TABLE No. 8.

PROPOSAL ON THE FLOW CHART OF INFORMATION SOURCES¢
EVALUATION AND RELATED DECISION-MAKING OR STEEL

PRODUCTS
Estimated direct Estimated indirect Local
import import manufacturing
Ministry of Commerce Kinistry of
Ind. and Techn.

T L !

Inter - ninisterial
co - ordinating
committee

Basic date
evaluation unit

Hinistry o2 Planning

i

Hinistry of Pinance




4./

5./

6./

T./
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In order to improve gradually the steel market
supply an overall systematic survey of all steel
production and manufacturing facilities of the
country is imperative. It is also necessary -
taking into account the prevailing economic
circumstances - to draw up a priority list of
rehabilitation of the industrial enterprises.

To achieve economic - scale of production and
by this way a higher satisfaction of the market
demand for steel products / semi-finished and
finished consumer goods / the launching or
widening of the integration of the PTA countriec
is essential in this field as well. Such integ-
ration would contribute to the widening of the
agssortiment of steel products, exchange of steel
commodities and implementation of common invest-
ments on a joint - venture basis. The integration
would also accelerate the satisfaction of meriot
demand on competitive prices.

The capacity utilization of the steel production
and manufacturing industry - as outlined in point
Ho., 8.3. = requires the establishment of a
programme for the development and/or rehabilita-
tion and provision of immediate assistance.

Being in aware of its financial implications it
is recommended to consider the potential involv-
ment of foreign capital in the form of equity or
Joint ~ ventures,

In order to come up to the expectations of the
market in terms of quality and assortiment, the




8./

9./
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renewing of the production technologies is
indispensable, which may be realized in the form
of transfer of appropriate technologies. Such :ip=-
grading of the installed technologies could conti-
ribute to the quantitive satisfactio.: of the steel
narket demand by way of,for example, "™ enlightiened
steel products ", i.e. irou the same raw material
input 10 - 50 percent more output can be gained.

There is considerable founéry capacity in Uganda,
for example in UG:iA, with a well - selected
technology transfer this cculd serve as a basis
for the spare - parts production of the country.
The rehabilitation programme of Uganda and the
continuous operation of the existing industriasl
anterprises underlines the importance or smooth
snare parts supply, for example ir the sugar, the
textile etec. industries and in the agriculture
sector. The foundr; industry could find its place
in the manufacture of up-to-date steel consumex
goods, this is supported by the locally available
raw material / iron and stsel scrap, limestone,
etc. / and the existing machinery.

To supply the local market with steel productis
via the steel fabrication industry it is of high
priority to rehabilitate and / or launch the
production in the two steel mills / EASC and
Casenents / because any delay in starting their
operation causes severe burdens on steel import.
To keep these plants operating on the long-run
it is very important to organize a well - estab-
lished iron and steel scrap collection, sorting
and preparing network country - wide.
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10,/ In the course of collecting the iron and steel
scrap huge quantities of 3till usable perts and
naterials of all kinds of machinery, meinly of
damaged transport vehicles, emerge, such materials
and parts could be recycled to the comestic market
as second - hand spare varts contributing to soive
the keen problem of snare parts demznd on the
local market. Those items, which cannot by recyclad
due to the lack of technological facilities of the
country / such as batteries, high - alloyed steel
products, etc. / should be exported to earn foreign
exchange.

11./ It is stronly recommended - because it is rijhit-in
time now - when setting up the two rolling m’6lis
to establish their production programme takingz into
deep consideration besides the real market demand
the economic scales of production, The selection
of the most economic production programme based
unpon the actual marketdemand would imply the
sorting out of those products which are mostly in

~accordance with the localiy available facilities
and which can be produced in economic scale / mass
oroduction / with competitive prices. These
products could be sold for export and the earnings
gained could be invested in purchasing of those
products which are more material and less labour
demanding and therefore their prices are compera-
tively lower.

12,/ Taking into account the local market prices and
the world market prices of steel products there
is a significant difference. The following of the
price trends is a sensitive indicator of the
market trends, therefore the careful implementa -~




13./

14,/

15./
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tion of our recommendation included in the last
point is strongly underlined.

VWe -ommend to establish a " Commodity Price
Ap;._aisal Unit "™ under the auspices of the
Ilinistry of Commerce. This unit could provide
nertinent information and give sugcestions to the
Import Licensing Department.,

It was found that the iron and steel import does

not have privileges concerning taxes, duties and
levies. It is recommended to establish a priority
1ist of 211 imported commcdiiies based upon the
overzll market strategy with snecial emphasis on

the general rehabilitation programme and the
industrial recovery trends. Those companies activaiyr
contributing to the rehabilitation progress should
enjoy privileges in import taxes, duties etc.

Bventhough it is not an official record, it is
popularly known, that particular steel products

/ agricultural hand tools and spare parts etc. /,
the local production of which is based on imncrted
raw materials, are flowing out of the country throush
uncontrolled and unregistered channels, Thercforas it
is recommended to take measures for controlling the
marketing of the steel end - products on thne local
market, It is also recommended to build up a
comprehensive documentation system on import -

local production - 1ocal consumption - eventual
export on a system approach basis,

Based upon the already prepared studies and to he
prepared ones in the framework of the subject .IIDO
project, it is nighly recomrended that the competent
bodies of the government draw up a " Plan of Action "
with identified targets, tasks assorted in priority
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list, with realistic deadlines incorporated in a

goeneral schedule and last but not lezaat with the apnoint-
ment of responsible senior officials with good managerial
skills and wide practical experience.

16./ Although it does not belorng to our duty, based upon our
observations, we recommend in cases of those plants
wnich are not in operation or are running with a very

low capacity utilization, to turn their enployecs’
underloaded working time, on regular repair and mainte -
nance, on cleaning the environment of the plant as well
as on education of the staff. This i=s surzested to keen
the workers princiovle to work, besides they perfora
useful job.

17./ In the light of the emormously high inflation rate
during the last few years, which badly effected the
local market demand, a monetary reform has been carried
out in Hay 1987. In the new monetary situation it is
recomnended that the government give support through
the banking system to steel manufacturers and fabricatcrs
in the form of preferentizl credits to overcome their
lack of creditworthiness and shortage of liquidi'y.




. innex 1.

UNT3/UNIDO.
. x. DP. UGA’84/018,

Made on May 13th, 1987 in che oftices ot the Ministry of induscry
and Technology being the counterparc to the UNIDO's subcontractor
team assigned to prepare the Stce! Products Market Demand Szudy for
the Government of Uganda in the framework of UNIDO project

No.DP/UCA/84/018.
Subject: interrim reporting of the team on the work performed.

in the wid-way of its field mission the team reported;thc Permarznt

3 <Jrztary on its activity performed. The team coaplcied the fi1v-:z

phase of its working programme, i.e. surveying, data ?oilec:xpg ar’
plant visiting. In che first step the team gained an'overall [iciure on

. ol . .
the structure of the Ugandan iron and steel! industry and mark:t. PBised
. N
235 i2l0Umenion thrce types of questionmaires wére elaboraced:
~ one ta che Ministry of indusiry anc Technology

- another to the Ministry of Commerce =nd che Ministry of Planning

- a third one to all iron and scteel mancfaceurers and faL.icatore

to be visiced.

‘The above questionnaires were handed over for filling-in to those
¢nterprises which were selected and suggesced to be surveyad by

the national counterpart staff and UNIDO's Chief Technical adviser.

The selection was made with the purpose (o gain information oa the

real present situation because chese enterprises reprasent actualiy the

Ugandan iron and steel industry (see the attached lisc).

The visited miniscries and enterpriscs showed full co-operation.

During che meetings che pPresent market situation and che prospeccives
for future market supply and demand were discusscd. The team

realised cthat the Ugandan iron and steel

industry has huge installed
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capacities with the necessary fnlrastrcture, the utilizationr ot which
under the present circumstances is rather limited. On the ather hand che
demand for iron and steel products surpasses the installed c.apacities and

the import can scarsily bridge the gap.

The Pormanent Secretary showed underscanding and agreement with the
verbal report and supported the team's wecrking programme for the second
half of its field mission, i.e. the evaluation phase and preparation of

the drafc final reporc.

The Permanent Secretary expressed his support to the successlul

~ v

izplemeatation of the field mission.

ey o

o
{rcira <«,¢J.av[('/
'Mr. A. B. Katumba Mr. P. Nare -sik
Permanent Secrectary Team icader
of the ’

" Ministry ot Industry

and Technology
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LTI ST

UNOP/UNIDO.
DP/UGA 547018,

of government bodies and industrial enterprises visited by UNIDO's

subcontractor team during the field mission in the framewori of

UNIDO project No. DP/UGA/84/013.

16.
17.
18.
19.

Ministry of Industry and Technology
Ministry of Commerce’
Ministry of Planning and Economic Development

East African Steel Corporation Ltd.

. The Chillington Tool Company (U) Ltd.

Casement Stecl Rolling Co. Ltd.

East African Steel Products Ltd.

Uganda Metal lndustries Led.

Uganda General Hachine?y Corporation Ltd.

Sembule Steel Mills Ltd.

Larco Concrete Product? Led.

lational Housing and C?nstruction Corporation
Reconstruccion and Dev;lopmcnt Corporation

The Uganda Metal Produ;ts and Enamelling Co. Ltd.
ROKO Construction Ltd.

Casements (Africa) Led.

Uganda Baati Ltd. ’
Uganda Railways

Habitat Consulctants
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ATDE F20TRE

Made on May 19th, 1987 in the offices of the Ministry of Industry and
‘Technolozy, Kampala = Ugandae. Participants:

- - Ninistry-ef Indusiry and Technology ——
Hre B.J. Twodo ~ Principal Economist
Ns. Se Sonko = National Counterpart

= Hinistry of Plamming and Bronomic Development
Mr. B Gullo-Ongsr ~ Principal Sconomist

= United Hations Develonent Prograrme
Hre L. Byenkya - Abuoli, Hate Prog. officer
Hre P.R. Merh -~ Chicf Technical Advisor
¥re To Alwala-Adilo — Hatioral Bxpert
U:Ipo/

- T5S00 consvltants tean

¥re Ps Barancsik -~ Heta1lurgical Ehgineer, Team Leader
dre Ps Folczer = lMarket Analyst

ubject: valuation me=ting of the consultants field misnion to Uganda,
U:ID0 project no PAIGA/84/018
~ preparation of the sienl products Market Derand Study

The consultamtts team, proceeding to the completion of its field miscion,
reported the representatives of the competent Uzanda covernmant bodies ana
UliDP beirg present on the vorl: performed.

The report incorporated the teo-=s Fiamary on its firding:, oorervations
and action-oriented recomendations,

The feed~back of the questionnaires distriouted during the numerous visits

paid to goverinent bodies and industrial enterprises uas evaluated as
well,

The tean introduced the preliminary form of the Draf{ Final Report, its
content and structure was outlined,

The Draft Final Report wil) be elaborated “nd finalised ir the courge of

the home—sork and it will be submitted to WIIDO in accordance with the
ntipulationr of the subject contract.
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The team cxpressed its -.clm.oulcd;:cment to all Pprtnews .-m(_l‘ch.mterp.»n*‘t
o -—_;;af:f’_uho contributed to the miccesful implementatiorn of the targets
dravm up to the field misrion ir the hope that the Steel Products Marizet
Demand Stuly to be prem~red ::il* sunnort thac rebabilitation precramme

of the steel industr: in Ugand-.

7 /“;/
e L

oo bed et GO

for TR Ter Tine of  Indusiry ane ¥r. ¥ Plapning arg
Pecnolezy . Zconoric Developnent

/1 [ Sgnss 4
I/ La(,ﬁu.uc (.(jl\/ =
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UNCP/''NIDO.

. ., OP/UGA’BS/018.
Interim Performance Report

telated to the implementation ot UNIDO project No. DP/UGA/S4/0:8
- Steel-Products Market Demand Study. : e

Based upon the contract signed between UNIDO and TESCO, our cea: arrived
on May 3rd, 1987 to Uganda - Kampala to carry out the field mission.
The working programme of the mission was discussed and agrced upcn with
UNDP - Kampala, the CTA and the national counterpart staff assigned by

the i‘inistry of Industry and Technology.

During the first half of our mission we prepared three tyres of
questipnnaires which were submitted personally during our visics and
meezings with the competent government bodies and induscrial i
enterprises (see che attached li;:). Visits were paid to those

companies which were suggested b; the CTA and national councerpare i
experts. By way of discussions and personal impressions we have obtained
relevant information on the carrént market sitvation and poten:ial

future market trends. !

In the second half of our mission we intend to evaluate and ppraise
the collected daca, information based upon the filled-in questicnnaires

received in the meanwhile and our own experience.

On the basis of our first meeting with the Resident Represenza:iv.

it was agreed that on May 18cth, 1987 we shall report on the work performed.
Our team reported to the Permanent Secretary of the Ministry of

Industry and Technology, the Aide Memoire is accached hereto fcr

easy reference.

Kampala, May 13ch, 1987,

ML A AR N R I -

Mr. P31 Narancsik Dr. Pécer Nolczer )
Metallurgical Engincer
Team Leader

Industrial Economist
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Annex 4.
Work Programme
3rd May - Sunday P,M. -~ Arrival to Entebbe - Kampala
4th May - Honday AM, - Meeting in the Ministry of

Industry and Technology with
the Permanent Secretary,
Principal Economist and
ational counterparts

keeting in UHNDP with the
National Programme Officer

P.H, ~ Keeting in the liinistry o7
Commerce with the Permanent
Secretaery -~ submission of the
questionnaire

Heeting in the kinistry of
Planning with the Principal
Bconomist - submission of *ne
ar ionnaire

5th liay = Tuesday -A. M, -~ Meeting with the Resident
Representative of UNIDP znd the
Programme Officer

Preparation of the detailed
workiug programme with the CTA
and national counterpart siaff

P.M, - Introduction of the working
procgramme to the Ass., Res. Repe.

Preparation of special question-
naires to iron and steel producers
and users

6th May - Wednesday A.M, -~ Visit to Bast African Ste-l
Corporation Ltd. in Jinja

Visit to the Chillington Tool
Company /U/ Ltd in Jinja
Visit to the Caecements Steel
Rollin; Col.Ltd, in Jinja

P.M, - Visit to the East African
Steel Products Ltd.

Visit to the Uganda letal Ind. Ltd,

Visit to Uganda General ilachinery
Corporation Ltd, / UGl /




Tth iiay - Thursday

8th lMay - Friday

11th ifay - londay

12th May - Tuesday

13th liay - Vlednesday

14th liay - Thursday

15th liay - Friday
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AN,

P.H.

AHM.

P.M.

AN,
P.M.

AM,

P.M.

AL,
P.M.

AJM.

P.M.

A.l,

p.M.

Visit to Cembule Steel Kills Ltd.

Visit to Larco Concrete P’roducts
Ltd.

Visit to MNational Housing and
Construction Corporation

Visit to Reconstruction ana
Development Corporation

Visit to the Uganda letal Products
and Enamelling Co. Ltd.

Evaluation of the questionnzires
filled in and received buack fiom
contacted companies with the
involvment of nat. counterparts

Visit to ROXEQ Construction Ltd.
Visit to Casements /Africa/ Ltd.
Visit to Uganda Baati Ltd.

Consultation in the Hinistry of

Ind, and Techn. on small-scale
industries

Preparation of the Interim
Performance Report to ULIIDO
Visit to the Uganda Steel Corvo.
Visit to the Civil Eng. Dep. of
the Uganda Railways

Visit to Habicat Consultants
Preparation of the Aide ilemoire

Signature of the Aide !‘emoire,
meeting with the Principal
Economist of the llin, of Ind.and
Technology

Visit to Spear Hotors Litd.

Visit to the Ugania Export
Promotion Council

Interim performance meeting in
the [1.I.T. with the participation
of the UNDP Programme Officer,
CTA and national counterpart staff



18th ifay - Londay

19th May - Tuesday

20th kay - Wednesday

21st May - Thursday
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A.M,

A.M,

P.Mo

A.ll.

Report to the Resident
Representative on the prelimi-
nary draft final report

Visit to the Uganda Development
Corporation

Project review meeting, discuss-
ions of conclusions and recommen-
dations with the participation
of the UNDP Progr. Officer, CTA
and national counterpzrt staff

Trip %o Entebbe
Visit to the Liinistry of Vorks

Vigit to the linistry of
Agriculture

Visit to the Custon2 and Excise
Department of the linistiry of
Finance

Visit to the MHotor Vehicle
Registration Office

Final discussion with the
national counterpart experts

Distribution of the preliminary
Draft Final Report for prelimi-
nary consideration to:

- iinistry of Industry and
Technology

- Liinistry of Planning ancd
Economic Development

- UNDP / Kampala

along with the signature of the
closing Aide lMemoire

P.M., -~ Departure from Kampala / Entebbe
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Annex 5,

PEOPLE LET

during the mission to Uganda

United Nations Development - Hr. F.7.li von Liallinckrodt
Programme Resident Representative

- L'II‘. A. Disch
Ass, Res. Rep.

- kr., M. Kulkarni
Ass. Res. Rep.

- . L. Byenkya - Abwooli
Hat. Programme Off,

- m. P.R. }iel‘h
Chief Technical Advisor

National Expert

lHnistry of Industry and - Fr. A. B. Katumba
Technology Permanent Secretary

- Mr, B. J. Twodo
Principal Economist

-~ LIS. So Sonko
Industrial Officer

- L:r. Jo Epiu
Industrial Officer

- lir, S, Sentamu
Industrial Officer

Hinistry of Planning and - Ir. D, Ongar - Okullo
Economic Development Principal Economist

Ministry of Commerce - lir, J. Katongole
FTermanent Secretary

- Iir, A, Tiberuinge
Commissioner for Trade

- lir, P, Sabakalu
Off-in~-Charge for Licensing
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East African Steel Corp. Ltd.

The Chillington Tool Company
/ U / Ltd.

Casements Steel Rolling Co.
East African Steel Products Ltd-
Uganda lletal Industries Ltd,
Uganda General ilachinery Corp.
Ltd. / UGHA /

Sembule Steel Iills Ltd.

Larco Concrete Products Ltd.

Pat. Housing and Cons. Corp.

Reconstruction and Development
Corporation

The Uganda ketal Products and
Enamelling Co. Ltd,

ROKO Construction Ltd.

iire A, D. Kweyamba
General ianager
Er. T. S. luwanga
Senior Engineer
tr. T.
Senior

Omunyo
Accountant

Ir.s C. Ward
General Hanager

Ir., A. R. Chowdhury
Project ilanager

lr. ¥. lashemererwa
Production Engineer

General llanager

ilr. S.
Plant

D? Souza
[‘anager

ire Co C. Sembuya
Director

Ir. S. IMusoke
Project Director

!'r. B. Larco
Ilanaging Director

ire CeD,IM, Sirike
Chief Engineer
Mr. J. iibabazi
Housing lianager

Ir. Jo G. Ssemwogerere
llanaging Director

I'r, J.G., Sentongo-Dungu
General lianager

Yr. L, Sewayala
Chief Engineer

Ir. K. Etou
Dep. Chief IEngineer

I'r. K. Blaettler
Technical llanager
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Casements / Africa / Ltd, - lir, Hanzur Alam
Chairman

- }ir, Shahid Alan

General lianager

Uganda Baati Limited - Ir, D.C. Chatterijee
Chief Fngineer

Uganda Steel Corporation - ir,U.G.N. R, Bakeine
lg. Lianaging Director

Uganda Rzilways - [lr. E.k. Kasimbazi
Chier Civil Engineer

Habitat Consultants - I, W, Odur - Okello
Civil Engineer

Spear otors Ltd, - lir, J. C., Iubiru
Sales lianager
Uganda Export Promotion Council - [ir, N,.\/, Okola- Imong
Director for Trade 2rom.
- :-—.I'o C.S. Boonah
Director for iiarket Re:z.
Ugzanda Development Corporation - tr, i, Olao
Sen, Executive
- D';S. I.!.E. Gumigiriza
Sen, Executive

Ministry of Vorks - ir. L, Okurba
Chief Engineer
linistry of Agriculture - M, B, Tamtambo
Permanent Secretary
- Ir, A.K. Osuban
Commissioner

Motor Vehicle Registration Office -~ lir., S.C.N. Musoke
Commissioner

Customs and Excise Department - Ir, D. Hununura
of the lMinistry of Finance Chief Statistician
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QUESTIONNAIRE

being user of iron and steel products relating to UNIPO project
No. DP/UGA/84/018 — for the preparation of the Steel Products Msrle:

Demand Study
You are kindly requested to answer the questiomnaire as thoroughful
and as detailed as possible based on real figures and facts ov
estimates if data were not availabie or published. GQur study

will be based on your ifnroamtion provided. Please use M.T.

1. What is the nrofile of your company?

2. What are your main products?

3. What is your production programme, i.e. shares of different
different products in terms of pieces, M.Tons and %L?

4. What is the nominal capacity of your company?

5. Wnhat is the real capacity of your company?

(1f possible provide data as of 1986)

6. What kind of and howmuch quantity of raw amnd auxiliary iron
steel materisls is used for your production?

7. How and by whom is the quantity of the raw materials be decided

to your production and which are the main issues in decision-making?

8. How and by whom is the quantity of import materials be. decided
to your production?
9. Do you have concinuous'supply of raw materials?

I1f not, which are the reasons:

- lack of raw material in domestic market
~ problems in import

- bureaucracy in purchasing procedure.




10.

11.

11,

14.

15.

16.

17.

18.

19.
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Which are your sources of purchasing iron and steel raw material:

~ domestic market

- import
Do you have appropriate technology for your production?

Have you ever made any feasibility or economic study on vour
production?

Where and to whom are your prcducts sold?

Which are the channels of selling your products?

How much percert of your production goes for export?

How much quantity of your psroducts could vou sell if all the
necessary conditions would be nrovided?

Have you every made a market study, if yet please preovide
Getails of your findings.

Which are the main problems in your productiion:

lack of raw materials

lack of energy

lack of skilled labour

bad conditions of your machines

Which are your priorities in sorcing and selecting the purchas-
orders placed with you.



20.

21.

22.

- 72 -

Do you have immediate, medium-term and long-term plans or
ideas on development or rationalization?

In which direction(s) do you consider to develop your preducti

Does your company have a marketing strategy, if yes wvhich are
the main _objectives?

ks
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QUESTIONNATIRE

To the Kinistry of Industry and Tecinoirgy relating to ULIDT proje.s
Ho. D?/UGA/84/0i8 - for the prenaration of the Stcel Fraducts Mirs. .

Demand Stulv

You are kindly requested to answer the guestiennaire as theroughiul
as detailed as possible baszd on ve2: ivets and figures or your
estimates if cdata were not available or published. Our study will

be based on vour information proviaea. lease use M.T.

1. How many M.T. was the ircn and ~:«2l production of Uganda in

1986? Out of this total the share of:

Iron - pig iron

- finished iron procduccs {for example castings)

iron products totalj;

Steel - semi - finish producte (Sillet, bar, ingot, etc.:
-~ forged produces
- rolled produccs, suet ol which
- rod
- angles
- wire

- sheet

steel products total:

2. Bow much is the distriburion of iron and steel productinn for
- local market in tons

-~ exportation in tons

3. Distribu: :n of consumdtion of iron and steel products among
the economic sectors, such as:
- agriculture
- food industry
- textile industry
- building industry

- transportation and telrcommunication

- manufacturing industryv




10.
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energy Ssector

miscellaneous

The share of local production ard irdcot wf ircn and stecl

products among the ecnnomil sectors, such as:

agriculture

food industry

textile industry

building industry

transportation and telec:mmunicacion
manufacturing industry

energy sector

miscellaneous

The share of local and imporzed row and auxiliary mater:als te

the iron and steel incustry of bgardsz. i.

N

from local sources in M.T. in%

from impor: in M.T. in%

How much is the iron and stee! scrip deposiis of Uganda biced

upon surveys or estimates?

Does in Uganda exist an organized system of scrap collection

and recycling? 1If yes, how does it work”

In the recycling of iron and stecl scrap the suare is as followsftor:

manual sorting in M.T, i %
manual processing in M.T. in%
mechanical processing in M.T. ink

Are the firms-having scrap - obliged by law to recycle it?

Does plan exist on surveying and expioring the raw and auxiliavy

materials? 1f yes, how many percent cf raw and auxiliary

materials input will be based upon these deposits?



11.

12.

13.

'
-~
%)

{

According to surveys and/or experiencr how many percem: of rhe
nominal, available capacity is being utilized in tne iron anu

steel irdestry?

Is there any estimate prepared con the 1afrastrucrural and
investment demand related to the retzhilircrion of the tren

and steel industry?

Waich are the development plans of 2 Mipistry cof Industry
and Technology in the iron cnd stee! Iindustry for
immediate action, in medium-term t5 vears) aad in long term?

is there any scientific and/or t=schrclioagical development pior

in the iron and steel industry?
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QUESTIONNAIRE

You are kindly requested to answer the guestionniaire as thoroum::
and as detailed as possible based on real tigures and Iicts or v
estimates if data were not available or published. Jur studyv w:

be based on your information provided. Please use M.T.

1. Yow much is the import of Uganda in iron and steel raw and

auxiliary materials in terms of M.T. and in US Dellars?

2. How much is the import of UYgunds im irou and steel semi-finisnhc.

products {bar, rod, ingot, pig irun, etc.)

3. How much is the import of Uganda in ircn and steci fimishec
g

oroducts (wire, sheet, angles, etc.)?

4, How much is the present annual real demand cf Uganda in ir
and steel - raw and auxiliary materials
- semi finished products
- finished products

according to your surveys and data?

5. Which is the way of distribution 1.e. aliccaticn of imporr:
iron and steel products:
- centralized distribution according to production priorit..s
- free market

- ad hoc satisfaction of demands

6. Which organization is responsible for decision-making
on distribution and/or allocation of imported iron and

steel, which are the points taken inro considerarion wihcn

decision-making?




10.

11.

12,

13.

- 17 -

Which is - if any - the priority iist amomg economic sectid. :
in diszribution or allocation :ke iron and ste2l products?
Is chere any export of Uganda in iron and steel products

yes how much is it in terams of M.T. and in US Doilars?

Did vou prepare ary assessment or estimates on demand for .. .=«
and s:zeel product taking incZo consideration

a) t.e cxisting production taciiities

b) the existing but not operating facilities

c) the planned development and/or invesiments

Whi.h is the way cof iron and steel products from the manufziturer
to i.- end-user?
Which is the way of iron and steel products frem the imper-.:® . .r

to the ond-user?

Do -cu plan any modification in the way of iron and s7icd
products and its control? If yes, ir which direction ard

by uvhich means?

How mucn is the shave of imported iron and steel products :r
the rollowing economic s=2cters:

- agviculture

- foud industry

- textile industry

- building industry

- transportation and telecommunication

- manufacturing industry

- cnergy sector

- miscellaneous




14.

15.

16.

17.
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Which crganization is responsible for the satlsfaction ot

import needs, which is the procadurc fcllowed?

Which are the organizations, firms, enterprises. dealing
whole-sale and retail sale of iron and stezl producrs. o

is their share in terms of M.T. znd in percentage?

Which are the means of the Ministry of Commerce in influenc:ing e

iron and steel products market (duties, taxes, levies, etc. .’

Regarding the coliecting and recycling of iron and stos=l =ovar.
which commercial means are in force to influece the icrcas

this activity?




1./

2./

3./

4./

5./

6./

Te/
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