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RECOMMENDATIONS

The Consultont recommends thot:-

(A) The Government of Uganda ond the oppropriate officiol ogencies:-

4}

(2)

(3)

(4)

(5)

(¢)

Offer the shares in UGMC held by the Goverrment to the other
shareholders in proportion to their existing shoreholdings at

a reclistic price, thot ony shares not so token up should be
offered to private investors with priority given to UG
manogement ond workers.

Encourage the production of oilseeds by oppropriate pricing ond
other meons becouse of the nationol requirements ond potential

for export.

Caorefulyrestrict export of soya beons involved in borter decls
with other Governments to ensure odequate supplies ore retained
in Ugonda, especially as soyo is o partial replocement for Nkejje
which is likely to become more difficult to obtain.

Encouroge UGMC to explore the possibility of importing cottonseed
from Tonzonio ond the export of surplus wheot bron.

Allow Ugondo Feeds to purchose spore parts ond premixes under Open
General Licence, beouse of the upsets caused by spasmodic foreign
exchonge ollocotions to forword plonning.

Corefully review the reol requirements for increosed feed production
capacity ond its locotion before supporting further investment in
feed manufocture.

(B) The Monagement of U.G.M.C. ond Ugonda Feeds Ltd.:-

Q)

(2)

Adopt o more postively ogressive commerciol ottitude to counter

increosing competition.

Improve the morketing of onimol ‘eed by -

(a) Poying more ottention to pricing policies toking occount of the
maorket situction of individual products.

(b) Offering speciol temms to key customers e.g. hotcheries

(c) Mill monogement visiting customers on o plonned bosis to obtoin
information about product performonce ond customer ottitudes, to
pass on informotion cbout products ond prices ond to generolly

improve communication with customers.




(3)

(4)

(5)

(6)

(7)

(8)

(d) Simple inexpensive advertising ond use of the press.
(e) Offering products not made by competition e.g. chick crumbs.
(f) Actively developing new products ond orgonising supply of

complementary products e.g. drugs, day old chicks etc.

(g) Appointing o Marketing Monager (Animal feeds) whose sole task
would be morketing feeds, working with the Feed Mill monogement

Improve customer service by:-

(o) Ensuring thot products ore availobie ot oll times ot Jinjo ond
the Kampalo depot.

(b) Ensuring odequote ond ropid comwnication between depot ond mill.

(¢) Increasing the limit for cash payment to 7t of ony feed.

(d) Accepting personal cheques from regular customers in good standing.

(e) Moving feed sales from the present sales office to the cash
office next to the finished feed store.

Mony of these recommendotions have olreody been implemented.
Immediotely estoblish o depot or other substontial distribution
centre at Mbarara, stocked with cattle feed in view of the heavy
concentration of cottle in thot oreo.

Produce o new product, cottle feed nuts, for sole initially only in
W. Ugondo, bosed on bron ond pollord to use up surpluses ond encble
Ugonda Feeds Ltd. to sell o highly competitive product in o new
troding orea in spite of the tronsport cost.

Undertoke corefully controlled sales of the current excess of bron
ond pollord to formers ond competing compounders ond explore the
possibilities of export.

Adopt the system of pricing onimol feeds set out in this report os o
bosis for regulor monthly reviews of the selling prices of individuol
products.

Establish their future supplies of oilseed coke more firmly by
moking serious enquiries cbout the possible purchose of the lganga
0il Mill ond/or estoblishing olternative processing orrongements
with the Mohdvoni plont ond/or completing the outline feosibility
study presented in this report on the estoblishment of oilseed
processing ond vegetoble oil refining within U.G.M.C.




(C) The Monagement of Ugonda Feeds Ltd.

(a) Moke every effort to cbtain any locally available fish meal
or fish offal.

(b) Attempt to stimulate the local - supply of burnt bone to replace
imported dicolcium phosphate.

(c) Pay porticular ottention to the accurate expression of the formulation
in the product ond ensure thot supervision is odequate to guarantee

the inclusion of premixes ond minerals in oll products.

(d) Review the proposed requirements. for odditional storage for feed raw
materials (5000t) os production rises in view of the foctors discussed
in this report.

(e) Thoroughly ossess the oppropriote scale and location of ony
substaontial odditionol production copocity for feed monufacture
beyond that of the existing plont (including the modifications ond
odditions covered by the DANIDO proposals) before putting exponsion

into effect.

(D) UNIDO ond/or other oid ogencies:-

(a) Fund the short-term training previously recommended for the Mill
Monager ond Finonciol Controller from sources other thon the project
in view of the urgency of the requirement ond its low cost.

(b) Consider vhether or not the oilseed processing industry requires ony
oid to improve its focilities ond operations.

{c) Give serious considerotion to the use of split missions when
providing consultoncy to the generol or technical monagement of
porticular industriol operotions.




INTRODUCTION

This was the last visit mode by the consultant to the Ugando Grain Milling
Co.'s Ugondo Feeds Ltd. mill at Jinja under the UNIDO project following

o short visit in 1983 ond working visits in June 1986 ond Jon - March 1987.
This mission lasted from Feb.4th to Mor.4th 1988. The mission was
scheduled for 30 days, ond although the consultont spent longer in Ugonda,
this was not sufficient to satisfactorily cover all the aspects mentioned
in this report.

The mission wos timely. The consultont was very aoware that he hod not teen
able to do onything effective about marketing of feeds during previous

visits simply because oll feed produced disappeared very ropidly into the
honds of customers and the problems were those cof allocation rother than
marketing. Now all is chonged, production easily exceeds sales ond other
mills ore producing' providing some competition to Ugonda Feeds. This is o
pleasing development, indicoting thot the supply position is becoming

slightly easier, although the supply of day old chicks is cousing some concern
ond has probobly resulted in some reduction in the size of the morket for
poultry feeds. In consequence soles by Ugonda Feeds hovefallen below potenticl
output ond the consultont devoted most of his visit to ottempting to improve
morketing oand customer service by this Compony.

Much of this report is therefore devoted to this topic. In summory, this
Compony has overcome mony, but not oll, of its production problems,
ollocation is no longer relevont ond the Company must now become commerciolly
competitive in the fullest sense.

In oddition to examining customer service ond the morketing of feeds, the
consultont visited the Mborora orea to ossess the potenticl ond problems of
exponding cottle feed soles into thot oreo, ond suggested o new product for
the purpose. A system of pricing feeds wos proposed to eose the task of
monogement in ossessing production costs, estimoting expected profit morgins
ond odjusting prices aoccording to morket considerotions.

This report also includes some ossessment of oilseed milling in relotion to
the operation of Ugondo Feeds, o brief review of the feed supply position, ond
of present ond future production copacity ond row moteriol storoge.

The four reports in 1983, 1988, 1987 ond this report, token together, provide
some meosure of the chonges in the problemgconfronting Ugondu Feeds Ltd.,

ond the progress mode by it over the lost 5 yeors. The consultont wishes
this Company ond UGMC well ond expects thot its progress will continue.




MANAGEMENT

The most urgent present need of Uganda Feeds is to improve its customer
service ond marketing and some noticeable progress was mode in these
fields during this mission. However, much remoins to be done to improve
these aspects of the whole Compony ond this must be achieved if the Company
is to flourish as o fully competitive commercial operation in the future.

It is important to put this need in its historical context. Since 1984,
UGMC has been substontiolly rehabilitoted by the efforts of its monogement,
being brought from on uncontrolled and unprofitable to o controlled aond
profitoble concern. This hos been done by giving priority to finoncial

ond physical controls on the movements of funds and row moterials, ond
priority to production. The principal task of the Marketing/Sales Department
has been to fairly allocote scarce supplies of product between demonding
customers. This has now chonged, not only in animal feeds, but in maize
meal, in both of which production con reodily exceed current demond and recl
competition exists. Monogement has therefore to accomplish the task of
chonging its stance to not only control of the business, but olso to become
fully competitive in the morket place. This meons thot it will have to
spend much more time on customer service, pricing, distribution ond all
aospects of marketing thon hos previously been the case.

Parts of this report moy seem to be excessively criticol, even too demonding,
requiring stondords of monogement usually, but not olwoys, seen in developed
countries. This is deliberote, as the performonce of this monogement teom
within the consultont's experience has been such os to leod him to believe
thot they con moke the necessary effort ond successfully occomplish the tosk
thot lies before them.

Privatizotion

The question of privatizotion of the 47% shareholding in UGMC currently owned
by the Government of Ugondo, following its compulsory ocquisition from

Mercat Ltd. in 1974 has recently been the subject of some discussion. In

view of the need for the group to become fully commerciol ond competitive

in every sense, the consultont feels that the sensible Jdisposcl of this
shoreholding could have o beneficiol ond psychologicolly stimuloting effect
upon the Company ond its monogement. 7 most sensible meons of disposol would




seem to be to offer this shareholding to the other existing shareholders

in proportion to their present holdings at a sensible commercial valuotion.
Any shares not token up in this monner could then be offered to Ugonda
private investors, with priority given to the Compony's management ond
workers. The end result could be that mony more individual Ugondons than
heretofore ocquire o positive interest in the long-term success of UGMC.

In the view of the consultant the packoge would be completed by negotiating
settlement of the ovtstonding claim by Mercat for some sensible compensation
for its loss of assets when this shareholding wos compulsorily token from it.

Training

The report on the previous mission recommended that the potential

Loboratory Superinterdent, the Feed Mill Monager ond the Financial
Controller should receive short periods of training overseas. The
Loboratory Superintendent was receiving such troining in the U.K. during

the course of this mission, ond ofter its completion, the consultant was
able to provide her with a short period of experience in least cost computer

formulation of feeds.

Unfortunately for vorious recsons, the troining fellowships intended for the
Financiol Controller ond the Feed Mill Monoger, could not be covered by the
project funds. The performonce of these two Monogers is o vital component
in the success of the whole operotion ond there is a very greot need for
both to gain experience of the monner in which their functions are tockled
in o fully competitive commercicl environment. In consequence, we strongly
recommend thot UNIDO mokes every possible effort to fund these short-term
fellowships for their training in the U.K. from other sources, porticulorly
os UG have expressed their willingness to contribute to the cost of this
exercise by paying oir fares, providing that these con be poid in locol
currency, and as . no troining fees are being demonded by the Companies
involved.




THE FEED INDUSTRY IN UGANDA

Requirements for Monufactured Feed

It is difficult to obtain ony relicble estimote of the present ond

likely future requirements for monufactured feed in Ugonda. It has

beer: suggested that this could be 50,000 t/year, but this is

certainly not true ot the moment when production, sales ond requirements
probably total between 15,000 ond 20,000 t. The requirement appears to
have fallen over the post year because of, what one hopes, are temporary
reasons, namely o shortoge of day old chicks which has seriously aoffected
the poultry industry leading to delayed replacement ond reduction in
numbers of laying birds ond lock of broiler chicks. Since most monufoctured
feed is used for poultry, this has offected the whole industry to o degree
which connot be sotisfoctorily estimated. The only other s anificont feed

requirement arises from the doiry industry. This is likely to increase

with the importotion of numbers of Fresion cattle from Euvrope, os these
onimals ond their crossbred of fspring will respond to better feeding, and the
price of milk in Kampalo is such as to encouroge this proctice. A further
extension of this particular morket will follow once the problens of

shipping milk from $.W.Ugondo to the main centre of consumption hove

been overcome (see below). The pig sector is currently very smoll g@s Africon
Swine Fever hos hod o severe effect oand the industry hos not recovered.

It is likely to expond somewhot in the future if only to meet the demonds

of whot one hopes will eventuolly be on exponding tourist industry.

Row Material Supply

Compared with the rest of Africo, Ugondo is in quite o favouroble position

with regord to supplies of row motericls for onimol feed. The basic cerecl
moize, together with some sorghum is foirly reodily avoiloble, maize bron

ond broken moize are ovoiloble as by-products from maize milling, while wheat
bron ond pollord ore ovoilable within UGMC from its wheot milling.

Oilseed cokes, while avoiloble, ore not yet in sufficient supply to avoid
shortoges from time to time. The output of seed cotton ond hence the cottonseed
coke has dimished in the recent post. While more sunflower hos been produced,




particularly in 1985-7, production has been offected by security problems
in the major creac of production. The success story hos been in soya beun
production which hos risen substontiolly over the last few years, to the
point where reasonably odequate suppli=s of soya bean are currently
avoilable to the Ugcnda Feeds operation. The stimulus of price ond a reod:
commerciol morket for the product appears to have been responsible for this.

Becouse of the requirements for vegetable o0il in Uganda and the requirement
for oilseed coke, we recommend that production of oilseeds should coentinue to
be stimulot>d in o co-ordinoted monner toking occount of nationol requirements
for oil, cotton fibre ond oilseed cokes, and the export potentiol of some of
these products. While we are aware of potential barter deols of exported

scya beon in exchonge for sugor ond other moteriols, the omounts of soyo beon
traded in such deals must be restricted to o level which ensures thot
odequate supplies remain within the country to properly cover requirements for
onimol feed. We strongly recommend thot such restrictions be applied.

An odequate supply of properly processed soya bean coke is mode doubly important
by the difficulties encountered in obtaining adequote supplies of local
sundried fish (Nkejje) (Hoplochromis) for feed production. In lote 1987, ond
Jonvory 1988 use of this moteriaol in feeds produced by Ugondo Feeds was somewhat
excessive, simply becouse odequate supplies of oilseeds, particulorly

soyo beans, were not ovoiloble. The supply of Nkejje fluctates, being subject
to restrictions on fishing in the loke ond demonds for crossborder trode os
humon food into neighbouring countries. Some is occosionally shipped into
Ugonda from neighbouring countries bordering Loke Victorio. These restrictions
on supply ore such os to be likely to limit the supply of Nkejje porticulorly
os feed production rises ogoin in the future. In the longer term the supply of
Ncejje from Loke Victorio moy well diminish to very low levels. The introductior
of Nile Perch into the loke has resulted in o substontiol diminution, indeed
procticol wipeout of other species including the Hoplochromis fishes which
provide Nkejje. (See Hughes J. Fish Biol. 1986 29, 541-548) However, fish
processing plants ore being built in Jinjo, one of which includes o smoll fish
meol plont. Ugondo Feeds should keep in touch with this development, purchase
ony fish meol product ond seek to find ways of uging ony fish offol in excess
of thot processed into fish meal e.g. by moking fish siloge followed by
absorption of the protein liquor on to wheat bron before incorporotion into
diets.




Regular importations of fish meal, using scarce foreign currency, will be

on inevitable requirement, unless the usage of fish in feeds can be restricted
by the ovoiiability of a plentiful supply of soya bean cole. We recommend
that export limits be imposed based on this requirement and estimates of the
probably limited availobility of local fish.

It oppears thot substontial amounts of cottonseed are presently stored/available
in Northern Tonzania (Mwonza), which will toke a very long time to move to

Dor Es Saloom for export or use. Their exists g regular shipping service
between Jinjo and Mwonza.

We recommend that U.G.M.C. be ercouraged by the Government of Ugondo to explore
the possibility of purchasing some of this moterial and/or reciprocal trode in
feed materiols (e.g. the present local excess of wheat bron - see P2y )

Other Feed Materials

(1) Cassovo is available ond has been used in the past. Although it is relatively
cheap, its use to reploce moize increases the requirement for oilseed
caokes to replaoce moize protein, so that substontiol inclusion in feeds is

not suggested ot the moment.

(2) Molasses. With tie re-stort up of the local sugor industry, molosses will
be produced, but it is sensible to use this moteriol to supply human needs
e.g. for fermentation to alcohol with corresponding scduced need for
importation.

(3) Limestone. Providing the supply con be better orgonised ond crushing
focilities improved, limestone is avoilable ond need not be imported.
Loke shells ore olso o lower grode source of calcium. Use of both these
moterials increcse weor on the grinder hammers ond slow throughput.

It is expected that they will be preground in Ugondo Feeds in future,
using the secondary grinder system.

(4) Salt. is ovoiloble locolly.

(5) Dicalcium Phosphote. Some of this moteriol hos been imported and is
currently being used by Ugondo Feeds. We recommend thot efforts be mode by
pricing etc. to stimulote the ocquisition of locolly produced burnt
bone to provide on olternote source of P.




() Premixes - These continue to be imported, ond subject to delays ond
imbalances in supply v usoge occasioned by the spasmodic allocation
of foreign exchange.
General - The feed raw materiol supply position in Ugonda is reasonably good
ond appears to be copable of further improvement in the future.

Requirements for foreign exchange for the importation of premixes etc. by

Uganda Feeds are limited ond we recommend that every effort be mode to get
these requirements covered by an Open General Licence.

Competition in Feed Production

As far as we con ascertain, feed mills which aore presently producing feeds

in competition with Ugondo Freds Ltd. are listed below. The total copocity

of these competing mills is opproximately 14t/h i.e. obout twice the current
rote of production of Uganda Feeds Ltd. However, the latter is alreody organisec
to operote on a two shift 24 hr. basis, so thot the effective total copocity of
the feed industry is about 50,000t/year of which Ugando Feeds could produce
25,000-30,000t. In this circumstonce, the need for further increases in
copocity does not appeor to be very pressing. At the moment row moteriol
shortoges in Western Ugondo ond obsence of any substontial unsatisfied demand
oppeors to be restricting totol feed output. Mony of the smoller mills appear
to be only producing feed to order.

We recommend thot the oppropriate Government ogencies should corefully review
the real requirements for increased feed production copocity ond its location
before supporting further investment in feed monufocture.

A further competitive foctor hos been the rise in home mixing. Some orgonisotior
in Kompolo now distribute diet sheets giving suggested feed nixes. for different
closses of livestock. Many of the necessory ingredients are now ovoiloble

for sole in retoil shops in Kompolo. If monufoctured feed is scorce, of low
quolity ond expensive due to substontiol retoilers morgins, then home

mixing provides or alternotive which some smoll feed users will, ond ore
ottempting, to use. Its ottroctions diminish when good quolity feed ore
avoiloble ot reasonoble prices.




List of Conpeting Mills

1. Affi Feeds, Mascka 2 ton per hour Max.
2. Totondo Fish Enterprises, Kompala 1
3. Hybrid Feeds, Jinja 7
4. Feedstuffs(U) Ltd. Jinjo 5
5. Mukono Poultry Farm. Mukcno 1 " * hour
1
2
2
1

L] L] &Y

é. Kobanyolo University Farm . "
7. Kiigo Feed Mill (U.Prisons) Kampola

8. Kenana Feeds (Bushenyi)

9. Tropical Faormers, Kompala

10. Poquebot Form, Kasongati ?
11. Konsonga

L
3
2
s

for own breeding unit.

-

Possible Big New Mills to be Built

Kasenyi Farmers - UDB/USAID Loan

Hoimo (W.Loke)

Mborora - Large poultry development, hatchery - ond feed mill.

Ministry of Animol Industry - Orgonisation to run 2 lorge regional poultry
projects in W. Ugondo supported by BDEAA (1M $ ?) oimed ot producing
40,000 eggs per week.

LN ]
P~~~

This schedule indicotes thot competition is increasing ond will continue
to increose porticularly in Jinjo, the West ond Kompala.
Ugondo Feeds must fight its competition more positively ond look for

new morkets.




PRESENT STATE - UGANDA FEEDS LTD.

Present Rate of Production ond Sales

Rates of production ond sales since the last mission in January - Morch 1987
hove been as follows:

1987 Feb. Mor. Apl. Moy June July Aug Sept.
Production (t) 1167 1333 924 8% 1099 1131 1075 823

Sales (t) 1091 1278 103% 721 1146 1166 1074 839
Oct. Nov. Dec. Jon 1988 Feb.

Production 702 681 1059 986 780

Sales 734 703 752 743 762

Aport from Moy sales, which were affected by the currency change, soles of

feed exceed 1000t/month from Feb: to August 1987. Sales fell in Sept.

ond Oct. to 700-750t/month ond have remained at about thot level showing o smal.
increose in Feb. 1988 with the opening of the Kompalo Zzpot ond the chonges

in customer service and morketing which then occurred. The foll in sales durin
Sept. ond Oct. oppears to have been due to several reaosons. First, the totol
morket was reduced due to lock of day old chicks to reploce existing poultry
stocks. Second, competition storted to be noticeable. Finolly, Ugonda Feeds
not only suffered from shortoges of oilseed cokes ond Nkejje which restricted
its production, but olso suffered quolity problems, porticulorly due to using
soya beons which hod not been pzoperly heot treoted. This wos due to foilure
in the operations of the neighbouring oilseed processing plant. The

consultont expects thot production ond sales will now increase with exponsion
of the poultry industry ond increased morketing effort by the Compony.

Siote of Present Feed Plont

There has been little chonge in this respect since the lost mission. In
February 1987 o pro-formo invoice for spore ports from Simon-Barron Ltd. wos
finolized ond some mill hommers were delivered by oir in the Spring of 1987,
prior to ony letter of credit being issued, in order to keep the mill running.
The deloys in obtoining the necess_ry foreign exchange were such thot ot the
conclusion of this mission no further -pore parts hod been received, olthough
on oir freighted consignment of mill t.ommers ond screens wos expected ot

ony moment. Becouse of this lack of spores, production hos been restricted,
breokdowns hove been frequent ond the situation hos been exocerbated by quite
frequent power cuts. In one somple week during the mission 30% of potentiol

production wos lost due to breckdowns cnd mointenonce. It is fortunote, in




some ways, that sales have fallen to levels where lock of production

has not been a restriction. Adequate spares and odequate power should allow
production to rise substontially ond easily achieve the 20,000t/yeor target
which wos expected at this time from the projections mode during the last

mission.

Monogement Problems in the Feed Plont

The consultont found this somewhat difficult to assess becouse the plont was
under no porticular pressure to produce ot the time of his visit.

Nevertheless it is clear that problems exist and must be tockled by the feed
mill monogement, becouse of their effects upon product quolity. The following
require consistent ottention ond checking:-

(1) The formulation in use for ony particular product ot ony one time must
be properly calculated ond checked by the Nutritionist ond it must be
correctly copied on the mixing sheet. This is the responsibility of
the Nutritionist checked by the Mill Monoger.

(2) There have been cases where salt ond/or premixes have been omitted from
botches of product with consequent detrimental effects upon quolity ond
upon the reputotion of Ugonda Feeds Ltd. Dishonest disposal of the
moteriols concerned has undoubtedly ployed a port in bringing this about.
Monogement must toke every possible step to prevent this hoppening.

These problems oppeor to orise from insufficient supervision, porticulorly
when the night shift is operoting. The operation must be tightened up in
reodiness to produce properly ot much higher rates thon ot present. The
consultont recommends that monogement ot oll levels puts substonticl effort
into correcting this situation including the use of severe disciplinary
measures where these ore appropriote.

Future Development of the Feed Plont

During the mission, the consultont wos able to discuss with monogement,
proposals which ore being prepored by DANIDA to improve storoge ond
production focilities in the feed plont. It wos ogreed ond proposed to
the consultont engineers that the odditions should be:-
(1) Provision of o weighbridge (see recommendation in eorlier reports).
(2) Reploce existing bogging unit with lorger copocity hopper and

bog stitching unit.




(3) Instol existing bagging unit to bog preground materiol from
secondary grinder.

(4) Add 8 x 10 x 20t blending bins and 2 x 250t moize silos to the
existing plant to largely reploce the present hond weighing and
tipping system.

(5) Provide 2 smoll weighing machines for weighing solt/premixes.

(6) Provide 2 years supply of spare ports.

With these modificotions, the output of the existing mill should be able to
rise easily to 25,000 to 30,700 t/year. It is envisoged in the corporate
plon thot this level of production will be reached by July 1991, but the
consultont hopes that this level will be ochieved earlier.

Longer-Term Development

There ore proposals to substonticlly increose the present storoge copocity
for row moterials ot the mill beyond the odditional 700t. orising from
the new moize >ilos ond blending bins. This should be the subject of more
detailed study before it is put into effect. The proposals envisoge the
addition of a further 5000t of storoge in oddition to the 400 to 700t
odditionol storoge in the DANIDA proposaols.

The present row moterial store holds 1500t., os does the finished product
store. Some row moteriols ore currently stored in the lotter in oddition to
the finished product. When output rises to 30,000t/o this will become less
feasible as 1500t. finished product storoge will then equote to cbout 2%
weeks production. However, with the estoblishment of the depot in Kompolo
ond the possibility of further depots, on increasing proportion is being
ond will be shipped very ropidly from Jinjo of ter monufocture, so that some
continuing usage of the finished product store for row moterioi< con be
envisoged. In oddition some row moteriols con be stored in the existing
mill ond the pressure on this spoce will diminish with the odvent of the
new blending plont replocing procticolly oll the existing hond tipping.

The principol chonges in pressure on row moteriol storoge will orise in
the future awoy from the feed mill for the following reosons:-

(1) Bron ond Pollord - currently excess is being produced which is
putting pressure on existing storoge focilities by the wheat mill.

In future, os feed production rises, or alternotive meons of disposal




(4)

(5)

(¢)
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come into effect, pressure or this storoge should become less.

Moteriols stored in the Breod plont. Most of these will obviously

have to be removed within 12 months as the plont is rehabilitated

ond brought into operation.

Oilseed - principally scya beons - purchased in two seasons per yeor,
which have to be stored on site os beons, shipped out for processing
ond then siored as soya bean coke. At the moment, quontity stored is
oround 1000t. In future assuming o total output of feed for poultry
ond pigs of 20,000t/a, including 15X soyo beon coke, maximum soyo

beon requirement will be about 3000 - 3500 t. onnwolly. However,

in one way or another oilseed processing focilities ovailoble to process
these beons will hove to expond considerably to cope ond storoge of
some, or most of these beons, at the relevont oilseed mills con be
envisoged e.g. ot Modvani or in any new focility established by UGMC.
The old mill used sometimes for storoge needs rehabilitotion to moke

it into secure storoge. We believe that UGM. monogement intend to proceed
with this rehobilitation, which will noticeably increase the ovoilable
storoge.

Moize. At the moment, substonticl amounts of moize hove to be ocquired
ord stored at Jinjo for exchonge with wheat obtoined through the World
Food Programme. Substontiolly increased storoge for maize elsewhere

ot Jinjo ond is proposed under the DANIDA progromme. Will this hove
ony effect upon storage requirements of UGMC?

The very high rotio of stored row moteriols relotive to rote of production
in the present onimal feed operation is in port o hongover from the time
when row moteriols were very scorce. This moy continue to some extent
ond in timesof high inflotion substontiol storoge con be profitable.
With more plentiful row moteriols, however, ond relotively stoble prices
long term storoge con be very expensive.




A rough preliminary estimote of the row moteriol od storoge requirements
for 30,000t. feed is given below:-

Row Materiol Tons/year in Storage

) 30,000t.feed Required Remarks

Moize 15,700 4000 3 months supplv ?

Bran 2000 100 Use as produced

Pollard 1400 100 " -

Moize Bron 2000 200t. Almost continuous supply
Lime 1400 500t. Probably excessive storage
Dical Phosphate/Bone 150 100t. If most imported

Salt 150 100t. If sposmodic delivery

Soyo 3000 1000t. Max. remcinder ot oil mills
Cotton 1000 500t . Seasonal supply ?

Nkej je 1000 300t. Allowing for imported fish me
Sunf lower 2000 500t. Could be less with storage

ot oil mills.
Apart from the moize storoge requirement, 3200t. of the storoge oppeors
to be reasoncbly omple to cover the storoge requireements for 30,000t .feed.
This provisional assessment should be reviewed ond re-reviewed in detail
when omendments to storoge are under consideration.

Exponsion of Production Beyond 25,000 - 30,000t.

With regord to the exponsion of production in the future, we doubt if

the Jinjo site should be so exponded. Any further exponsion would probably
involve the instollotion of o second production line.

It seems more proboble that with competing mills in existence in the
Kompalo/Jinjo orea, thot future exponsion in production would hoppen by the
instlotion of sotellite mills in other areos of Ugonda. These would be
served by supplying concentrotes produced at Jinjo for odmixture with locol
grain ond byproducts. We recommend that the position be thoroughly ossessed
before aony plons are implemented to expond the output of the Jinjo mill
beyond thot level which con be ochieved by relotively minor further
modification to the existing plont.
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MARKET ING OF 4NIMAL FEED

Morketing embroces oll those octivities which contribute ‘owords enhoncing

the sale of the product. It is on octivity involving the whole orgonisation

ord not just the Morketing Department. Mentol ottitude is as importont as
physical oztivity. Lock of oppropriate attitudes to marketing ond customer
service is one of the biggest difficulties currently offecting Nuvito Feed Sales.
While it is difficult to chonge the ottitudes of a whole orgonisation

from controlling allocation of scorce feeds to that of oggressive competition
for customers, such o chonge must be wode immediately if this bu. siness is to
flourish.

Image

The imoge of 6 company con be both positive ond negative. At the moment the

imoge of Nuvito Feeds is lorgely negative, as it isostensibly noted for being
Government owned, producing high priced feeds, lack of supply on some
occasions, ond cumbersome ond obstructive customer service procedures. These
motters must be rectified immediately. The imoge needs to be that of on
oggressively competitive commercial compony toking an octive interest in the
needs of its customers, providing high quolity feeds with a good fast and

relioble service to customers.

Another negotive element in the present morketing of onimol feeds is thot

this aoctivity is o port;thue function of the morketing deportment which hos been
primorily concerned with the sale of moize meal ond wheot flour. Smort young
men who moy be totally appropriote for the lotter octivity con give the

wrong impression to the former customer.

Price ond Quolity

It is the job of the Nutritionist ond the Mill Monogement to produce feeds of
o consistent quality, while coping with voriotions in the supply of row
moteriols. Pricing is based on cost of row moterials plus other direct

ond processing costs plus profit morgin. Pricing of Nuvito Feeds up to until
now, hos been entirely automatic, in total disregord of the morketploce.

This hos been possible becouse limited supplies of feed, plus ever continuing
inflotion, have ensured thot oll feed produced was sold, ofte n very quickly.
This situotion of olmost totol lock of competition no longer exists. Much
ottention will hove to be paid from now on to generol price levels ond prices




of particulcr products in particular situvations as part of the marketing
policy. Price structures will no longer be invoriote. Fortunotely, it does
not appeor that competition is yet sc fierce that very low morgins must be
contemplated in order to goin market share. However, pricing policy rwst
be oggressive to gain market share.

The general retail morket for feeds appears to be one in which the lowest

price aottracts buyers. The concept of volue for money, using feed of

reasoncble quality ot o reosonable price appears to be difficult to get ocross

to customers in the markets in which most of Nuvita's production is currently
sold. Such concepts ore more appropriote to more sophisticated producers.

These exist in Ugonda ond are likely to increase in number. Direct soles to
such producers must form the bosis of Nuvita's further exponsion. (Later contoct
with some of these suggested thot they ore very aware of quality).

A controlled flexibility of pricing allows speciaol deals to ottract importont
customers e.g. o discount on breeder feeds to all moin suppliers of chicks
might have benefits in terms of publicity - encouroging the chick purchaser to
feed them on Nuvita. Discounts for quantity should also be considered.

To summarize, price must be seen as on importont element of morketing ond o
proper strotegy worked out applied ond reviewed at each price chonge.

(A discount scheme cllowing o 5% price reduction on all orders of 10 x 70Kg
bogs or more was started on Feb. 24. 1988 )

Supply os a Marketing Weopon

This needs careful consideration. It con be opplied in times of shortoge, when
every effort should be mode to continue supplies to loyol customers, who ore
encouroged to book feed in odvonce. These customers would include oll loyal
former customers ond the best of the ogents whose needs should receive priority,
thus retaining the core of the mill's market in times of scorcity. It is

hoped thot this will not be necessary in the future, but the matter must be
considered.

Technical Services to Customers/Technical Selling/Flow of Information

At the moment there is no regulor contoct between cus‘omers ond those marketing
ond monufacturing feads. There is no positive ottempt to find out about

the problems of the customer, no policy of visiting customers, ond informotion
obout the price of feed ingredients ond onimol products is obtoined olmost
entirely from casuval contoct. This must chonge.




The only people who presenily oppear to be qualified to do most of the technicaol
service work are the Mill Mcnoger ond the Nutritionist. They should be
encovraged to begin. The proposed Marketing Manoger (Animol Feeds) should join

this operation as soon as possible.

Technical selling would be carried out by regulor visits to customers and
potentiol customers (farmers) on a plonned basis. Written reports would be

filed on ench visit, so thot a target of calls per doy could be monitored.

This process should begin immediately with the Mill Monoger ond the Nutritionist
each taking one day per week to call on farmers in the Jinja arec ond outside
Kompala. Each call should be recorded - Nome, Address. No. of onimals,

plans for future, present source of feeds, prices of feeds oand raw materiols
locally. Names of competitors, customers views on our products. Names of
other local onimol producers know locolly to that producer. By this means

ond with relatively little positive effort Nuvita should be able to build uvp o
much better picture of present and potential future customers ond their perceived
requirements. At the moment such knowledge is frogmentory ond onecdotol.

This must change very ropidly. Sales assistonts are not suitoble for this

work as the person concerned must be able to talk technical sense to the farmer.
(These visits begon in late Februory 1988 ond immediately produced

vseful information).

Structure of the Marketing Department

The Morketing Department as currently constituted divides its octivities between
humon foods ond animol feeds. The problems ond complexity of the morketing of
wheot ond moize flours will be compounded when Breod Limited comes on streom
obout 12 months hence and it becomes necessary for U.G.M.C. to fight its way

into o new morket ogoinst existing suppliers. There seems to be o case for
planning the divorce of feed morketing from food marketing ot some not too diston
point, principally because of the large co-ordinoted effort required on the humon
food side ond the vost difference between that morketing operotion and thot
required for animol feeds. Principal differences are the noture ond breadth of
the product ronge, the technicol element involved ond that one is dealing with
olmost entirely different groups of customers.

A Morketing Monoger, Animal Feeds,should be oppointed who has technical
quolifications ond experisnce, who con work very closely with Mill Maonogement
ond, on occasions, stond in for the Mill Nutritionist. Both these people ond




INFORMATION TO BE COLLECTED ON FARM VISITS

Nome

Address

Telephone (If any)
Type of animols/birds

No. of different classes of stock

Future plaons

Present sources of Feeds

Prices paid for feeds

Raw Materiol prices locolly if relevant
His views in feeds applied by us and others

Specific problems -~ diseose - needs for new feeds etc. os expressed by him

Will he buy our feeds?
If not, why not?

Locotion of other onimol units known to him

Other informotion (competitors products, prices, quality ond locotion of
new Mills, new developments e.g. imported cattle, new poultry units ond
hatcheries, doiry units etc).

NB You ore trying to sell feeds, not conduct o survey, so go gently.
Use this os o guide ond moybe fill it in loter.




The Mill Monoger would be concerned with technical services to customers. The
Marketing Manoger (Animol Feeds) would carry out ond supervise all the present
Morketing Deportment functions in relotion to animal feeds currently carried
out ond supervised by the present Marketing Monoger ond while generally
responsible to the latter would work closely with the Feed Mill monogement

on a day to day basis. The case for this is strengthened by the needs for
new product development ond sales of supplementary products (see below).

Advertising

This con assist ond spread knowledge of the Company nome ond its products.
Animo] feed is not o market which is susceptible to high pressure odvertising
ond no considercble expenditure of money should be contemplated but the
following should be done:-
(1) Stencil Nuvito on all feed bogs.
(2) Put the name on lorries and/or on stickers on roil wogons.
(3) Insert newspoper odvertisements on occasion referring to new
product or price chonges - why not one on Nuvito selling in
70kg. bogs v competitors selling in é0kg. bogs (or press story
see below).

Press Relotions

Opportunities should be seized to put positive stories to the press in

Kampala, if only in the form of written press releases. At the moment, most
of the publicity on U.G.M.C. is negotive, stimuloted by its enemies or those
whose morgins it has hurt, with the flomes fonned by o scondol seeking press.

Overcll Compony imoge building should focus on the tronsformotion of the
operation from a monopoly cllocoting scorce commodities to o genuine commerciol
operotion. I look forword to the day when odverse press stories are about
unfoir competition by Nuvito because of the low prices chorged for its feeds.




Attitude of Sales Staoff

Soles stoff should remember that they are the foce which the Compony
presents to its customers, ond they must therefore be ffiendly, patient
and helpful ot all times.

Product Differentiotion as a Marketing Tool

Unlike mony of its competitors UFL con make pelleted feeds ond does so.

It also has a set of crumbling rolls, which although not currently operational,
oppeor to be capoble of operation. This focility should be brought into
operation as soon as possible to widen the raonge of products by odding

e.g. chick starter crumbs, broiler storter crumbs etc. to the product ronge ond
thus effectively attocking those competitors who do not have such focilities.

Customer Service

The relationship between supply ond demond for feeds has chonged very
substontiolly. The mill now holds substontial stocks of feeds which ore
not moving very quickly. Substontiol ond immediote improvements in
customer service ore therefore essentiol.

A recent ond very useful development was the opening, in the lost week of
Jonwory 1988, of o depot for Ugondo Feeds in Kampola with o storoge

copocity of about 300 t. This is served by roil delivering from Jinjo ond

hos token all the pressure off the outlooding boy at the Jinjo store, os o
substontiol proportion of the feed sold hos been into the Kompola areo. While,
ot the time of writing (24.2.88) the depot ond Jinjo store ore both full of
stock, the longer term operotion of this system raises severol importont
issves:-

(1) It is essentiocl thot the depot be kept properly stocked. In the
presence of competitior, customers must not be sent awoy empty honded.

(2) A telephone must be instolled o.s.0.p. to give o direct link to the feed
mill to ossist in co-ordinoting production ond deliveries with soles.
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Meonwhile Compony tronsport going to Kompala should call ot the depot
procticoily every day to collect the latest stock ond sales positions.
(3} Lorry tronsport should be considered as gmeons of topping up c:liveries
by rail to ensure that the depot is properly stocked at all times. This
costs more than rail (150/-/bag v 32/-/bag) but would be worthwhile if
feeds were moving quickly to ensure that the service is maintained.

(In the course of this Mission, this was ogreed as a longer term
improvement). These systems should become increasingly effective with time.

System of Payment for Feeds

The present system grew up when feed was scarce and hod to be allocated
between clomouring customers. The system consists of get ollocation, go to
towmn to get Baonkers draft, get invoice, have bankers droft checked, lood.

The whole system in ploce when the consultont arrived was o totol disincentive
to soles ond needed complete revision especially with regard to the following:-

(1) Cash Limits. The cash limit wos 4,000/- i.e. not sufficient to buy 2 bogs
of feed, just one. In eorly Februory ofter discussion with the
consultont, this wos roised to 10 bogs of any feed. It wos felt that this
was o reasonoble lood in relotion to the pick-up tronsport ovailable to
the former. We recommend that the cash limit be roised to one seven ton
lorry lood with immediate effect. This must be done to attraoct worthwhile
sales. This moy couse some potenticl security problems, but these must
be overcome os this type of cash limit, or none, is opplied by competitors.

(2) Cheque Poyments. Personal cheques should be accepted from regulor
customers, who are well known ond of good stonding ond olso from ogents
in o similor position. It will toke effort to prepore o list of such
people but it should be done immediately.

(3) Credit should be considered only for customers of excellent standing, when
things hove settled down, ond when the competition offers it. At the
moment it would seem better to avoid the costs ond complicotions of credit on
to concentrote on keeping prices competitive.

The whole process of buying feed must be shortened to get invoice, poy cosh

or cheque, lood. THE SYSTEM MUST BE MADE USER FRIENDLY TO CUSTOMERS OR THEY

WILL NOT BUY |

The present soles office is too smoll ond confusing for its multiplicity
of functions. Selling onimol feed should be corried out from the finished
product store cash office ond should normolly involve the ottendonce of the
customer ot that pc 2t ond thot point only.




Communicaotion with Customers

When the consultont arrived this was practically non-existent. Visits to
farmers in the Jinjo and Kompola area mode by the Mill Manoger hove since
revealed that the present situation, quality, price, supply ond payment

terms for Nuvita feeds were totally unknown by these people who were all

previous customers ond who were for various reosons hod storted purchasing
feeds from other suppliers. There seems to be only two effective meons of
comunicotion. One is by farm visits, the other by mewspoper advertisements.
An odvertisement dealing with the new cosh limits ond discounts scheme now
in operation at Uganda Feeds should be inserted immedictely. (Hopefully
this has now appeared).

New Product Development

A lorge competitive commerciol onimal feed manufacturer in a developing
morket, which we expect to be the future situation in Ugonda, must always
be actively seeking new products to diversify ond increase its morket
penetraotion. Elswehere in this report we refer to the potential for
different physicol forms of product oand the plant is relatively well endowed
with physicol focilities compared withthose of its competitors. Elsewhere,
we also set out, on exanple of the thinking which must go into the
generation of o new product, in this case, cattle feed nuts. We hope that
this exawple will be helpful ond we recommend that suggestions for new
products with coses presented in writing on the lines of the exomwle
mentioned above should be o regular topic for considerotion at the monthly
price review meetings. The feed mill ond morketing monogement must generote
such progress bosed upon their own ideas ond the increasing feed bock

which they get from customers.

Supplementory Products

Similar considerotions opply to the supply of drugs, disinfectants,
medicotions oand other items os part of the totol selling progromme of
Nuvita. The supply of doy old chicks is onother mojor possibility. All
these have been discussed from time to time, without positive or consistent
co-ordinated oction being token. We believe thot now is the time to bring
these into the totol onimal feed operotion.

We oppreciote thot both these proposcls ploce odditionol burdens upon feed
mill monogement. They therefore strengthen the case for the oppointment of o
Morketing Monoger, Animol Feed os recommended obove.
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CATTLE PRODUCTION IN THE MBARARA REGION

This orea contains | million heod of cattle ond is therefore a good
potential morket for Nuvito caottle feeds. There is little sale of poultry
feeds because of lack of poultry in the area.

There is competition from Kenona Mills, Bushenyi obout 18 miles away, but they
are reported to be only monufacturing to order owing to row moteriol

shortoges ond their dairy feeds are regarded as being of lower quality

thon those of Nuvita.

The biggest problem in marketing cottle feeds is its price v the price
received for milk. Much milk is produced around Mbarora but the price

is controlled at 15/-/1. Milk sells in Kampalo ot 90/-/1. The producers
complain thot the price is too low to encouroge proper feeding ond
production. Meonwhile the Kompalo milk supply is topped up by reconstituted
oid supplies of butter oil ond skim milk powder. The local milk price of
15/-/1 compores with locol feed prices of 32 - 33/-/kg. i.e. feed costs twice
os much as the milk price. It is no wonder that procticolly no compound
cattle feed is used.

The system of tronsporting milk from Mbaororo to Kampalo appears to be
totolly inodequate to cope with the potentiolly ovoilable supply. This must
be rectified ond producer prices roised to exploit o valuaoble notional
resource and eliminote imports of milk products. It is stupid to leove
local production to longuish due to lock of incentive while imported milk
products are used to supply Kompola. We understond that this is being declt
with under the ocuspices of the FAO/UNDP project on the development of milk
production in S.W.Ugando.

There are o number of recently imported Fresion cattle from West Germony
ot the Veterirory Reseorch Farm at Mbarara, ond further importotions are plonned
for breeding and distribution to dairy farmers in the oreo. This station
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is practicolly the only present Nuvita customer in this area. In oddition
some crossbred cattle remain from o previous importation in 1979 There

is concern that these exotic cattle are suffering from lock of odequate
supplementary feeding owing to the relatively high cost of feed, ond that
this could result in difficult caivings ond in substontial losses of cattle,
both local ond exotics, during the dry season. Substontiaol losses in locol
cattle during this season alreaody occur because of malnutrition.

Nuvito Morketing ond Distribution in the Mbarara Area

At present Nuvito feeds are sold by one agent in this area who adds 25% to

the ex-works price to determine finol selling price. This ogent has o small
stoch. of feed purchased in mid 1987 ond hos odmitted that there is very little
demond. The local poultry population is very smoll due to lock of a hatchery
ond there is little demond for poultry feed. There is o proposed project under
the auspices of the Ministry of Animol Industry ond BDEAA to set up o hatchery,
increase the locol production of eggs ond build o feed mill. The hatchery

is likely to come into operation some time .efore the feed mill.

Nuvito should therefore immedictely seek to estoblish firmly bosed soles in this
area by (1) setting up o depot or o more favourable distribution system and

(2) building up sales of the special cattle feed nuts (see below) while
offering Doiry meal/nuts as on alternotive. During our visit, Mbarorao Doiry
Formers Associotion expressed interest in handling Nuvito feeds for sole to
their members ot o smoll mork-up ond they hove some suitaoble storoge. In
oddition, o provisionol offer of o building ot the Veterinory Reseorch

Stotion wos mode ond on opplicotion for suitoble premises waos submitted to

the D.A. by U.G.M.C.

The consultont recommends thot these motters be followed up inmmediotely to
firmly estoblish soles of Nuvito Feeds in Mbororo, based on a depot ond
thot soles of Cottle Feed Nuts be initiolly confined to this oreo.

Further exominotion of the potenticl for estoblishing depots in other oreas
e.g. Kasese is also urgently required.

New Product - Cattle Feed Nuts

This product wos formuloted for three reosons:-

(1) To help to get rid of the excess of bron ond pollord presently being
produced by UGMC.

(2) To produce o cheop cottle feed which could corry the cost of tronsport
to S.W.Ugondo ond still be strongly competitive with locolly produced
feeds.




(3) To extend Nuvita's coveroge to morkets which are not ot present

served effectively.

The formulation of this product is:-
Wheat Bron 86.5

Pollord 10 Cost ex Jinja 14.38/-/kg
Lime 3 i.e. Formulation cost 4.07
Salt 0.45 Packing 2.10

Mill costs (March) 3.8
Cattle Premix 0.2 Suggested profit
morgin 4.4)

Product Specification
Protein Min. 16% (Actvol 17%)

MER 6.6
Ca 1.0
P. 0.8
No 0.2

Specificotion similor to Dairy meal except energy value is slightly lower.
Product Use

Supplementary feed for all classes of cuttle to provide necessory protein,
minerals and vitomins to help to mointaoin body condition, growth ond milk yield.

Morket Limitations

NOT to be sold in competition with Nuvita's existing cattle products in its
existing morkets, os the speciol low price is designed to ollo(w the company to
copture new markets in the West ond to dispose of its present excess of bron
ond pollard, ond it would merely reploce soles of existing products.

Pricing ond Competitive Position

The pricing of this ond other cottle feeds has been based on the price
ex Jinjo Mill + 300/-/bog for tronspcrt ond depot chorges at Mbaroro as follows:-
Cost ex Jinja Cost ex Mborora Cost in

Depot Mbarora
/70kg. /70kg. /kg
Nuvito Cattle Feed Nuts 1007/~ 1307/~ 18.7/-
Nuvito Doiry Meal/Nuts 1495/ - 1795/ - 25.6/-
Nuvita Colf Eorly Weoner 1610/- 1910/- 27.3/-
(Kenono Mill Dairy Meol - ex Mill 2250/ - 32/-

+ delivery 16 miles)
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Evidently, the new cattle feed product could be very competitive

with local feeds, costing over 40% less. If a depot were stocked with this
and with smoller omounts of normal Doiry Mecl plus Colf Eorly Weoaner,
priced slightly lower thon usual, as there is plenty of margin available
to allow for this, there is every hope that sales would begin to build wp,
particularly of cattle feed nuts. We recommend that this be pushed forword
immediately.

DISPOSAL OF WHEAT BRAN AND POLLARD

UGMC is now producing the above well in excess of its requirements for its

own feeds. The excess must therefore be the subject of controlled disposal.
While it is hoped that the new cattle feed nuts will sook up some of the excess,
it is unlikely to remove it all in the immediate future. The pressure

of excess bron ond pollard on the naoture of the formnulation monufoctured

con depress quality versus the competition when moize ond oilseed cokes

ore reasonably ovoilable. The present production of bron ond pollard is
sufficient to supply the feed production of over 20,000t/yeor.




The sale of bran ond pollord through the mill gate or to the feed monufocturers
or e.g. from a depot in the West or Kampala must be considered as possible
alternotives. What are the problems:-

1. To do this is a confession of failure, but the only clternotive
is to be likely to be burning the moterial, which should be regorded
os scandalous by ony outsider getting to know about it.

2. Moking this moteriol ovailoble will help the competition. If it is
not made ovoilable UG could be occused of deliberately obstructing
the competition ond of obusing its position as o monopoly supplier.
Eventually, unless Nuvita food sales rise ropidly to above 20,000 tons,
UGMC will have to sell this material onyway.

3. Disposal price to be corefully set ot o slight discount to the real
value of this moteriol in feed formulation.

4. Disposal of bron rather thon pollard to be encouroged.

5. Regular weekly reviews of disposals versus feed production.

6. Disposal to be stopped immediately pro jections indicote thot remoining
excess will be used by feed.

Present Real Value in Fermwlation

Bron - 0.486 x price of cottonseed coke 9.72/-per Kg.

Pollard - 0.421 x price of cotton x 1.5 12.63/-per Kg.

These values should be used os a basis to price for sole. Note that bran
ond pollard contain 18.7% ond 16.2X protein rzspectively. UF ore currently
paying Shs30/-per Kg. for sunflower coke contoining 21X crude protein.

I con therefore see no reoson to significontly reduce the obove offer prices
ex Mill on the above. I recommend price should be Shs9.5/- for bron,

12.0/- for poliard both plus cost of sacks. If it does not sell then reduce
price slightly until it does. Traode only with end users e.g. feed millers
ond farmers, preferably the lotter.

Export Markets

Following his Mission, the consultont visited Nairobi, where he discussed the
possibilities of export of bron to Kenya. The mojor wheat mills, Ungo Ltd.,
procduce sufficient for their own needs os the mojor monufacturer of compound
feed ond sell ony slight excess to formers. Other wheat millers supply the
rest of the feed trode. There does not oppeor to be much hope of

substontiol export to Kenyo, but the consultont hos possed o list of
potentiocl contacts to UGAC.




The situvation moy be more promising in Tonzonia. We understond

(o) thot feed ingredients ore difficult to obtoin particuarly around
Dar-Es-Saloams (b) that substontiol quontities of oilseed, particularly cotton,
remoin unprocessed in the area cround Mwonza. There is regulor tronsport
ocross the loke between Jinjo ond Mwonza. It therefore seems sensible

for UGAC to explore the possibility of reciprocal trode whereby wheat bron
into Tonzonia is exchanged for oilseed for processing in Ugonda. We
recomwend thot the Goverrment of Ugonda support UGMC in exploring this
potential trode.

PRICING OF ANIMAL FEEDS

The suggestion in our last report thot wheatfeed ond pollard should be

priced into feeds ot their commercial value, based on rnwtrient content,

thot selling prices should be col culated by initiolly adding o flat rate

per ton, per kg. or per bog ond then moking finol odjustments product by
product for production ond morketing reasons, ond that price should be
reviewed monthly, have not been fully applied. The consultont recommends
that they should now be put into effect, in view of the new importonce of
morketing ond the very high rotes of inflation in row moterial costs.
Adjustments to feed prices were mode in November 1987 ond eorly Februory 1988.
This interval is too greats~

The present system of pricing consists of odding to the cost of row moteriol
5% process cost, cost of bogs, o stondord charge for mill costs ond the
oddition of 30X morgin to the total. This system is cumbersome, outomotic

ond allows little scope for monogement to vary prices in occordonce with
morket ond technicol considerotions, or to have o true projection of the likely
profit to be eorned by the mill in the ensuing month.

The octuol mill costs (in oddition to row moteriols ond packing) for the
wmonths of October ond November 1987 as shown in the completed occounts were:-

Oct. Nov.
Adninistrotion charges 1.884/-  1.58M/-
Other direct costs 0.39/- 0.4/~
Totol 2.2/~ 2.05M/-

These totols represent the sums of money which the mill hod to eorn in
oddition to the costs of row moteriols (formulotion costs) ond packing (socks)
before it eorned any profit. In each of these months, production ond soles




were about 700 tonnes, so thot the margin/tonne needed before aony profit
was made (i.e. milling costs) was 3242/-/t in October ond 2928/-/t in
November, that is about 3000/-/t or 3/-/kg.feed. The octuol margins between
costs of raw material ond pocking ond sales return were 6,73%/-/t in
October. That is in spite of the mill running at only cbout a third of

its capacity, a profit margin of more thon the milling costs was octually
earned. The consultont considers that this margin could have been adjusted
dowrwords with probably odvantoge accruing in increased sales.

The system which should be used is as follows:- (illustrated on P29)

1. The totol costs of mill operation for the coming month are estimoted
(Administrotion chorges and other direct costs) from the lotest
historical dato, odjusted by the Financial Controller for any recent
cost chonges. This estimote must be realistic, not uszed as a means of
ocquiring further morgins. For instonce the estimate for Morch 1988
was Admin.costs 2.2M/- + other directs 0.42M/- = Totol 2.67W/-

2. An estimaote of the tonnoge likely to be produced ond sold during the
month is mode, ond divided into the above total cost to give cost/t or /kg.

3. The Mill Monoger with the Nutritionist are responsible for ensuring that
formulations ond formulotion costs are up to dote, ore properly costed
using appropriate values for the coming month ond thot they properly
toke accomt of the forword row moterial supply.

4. To the formulotion costs of eoch product is then odded the pocking charge,
the milling cost ond the profit morgin to prepore the working sheet
(Example P 33).

5. Finol pricing decisions should be token by the Generol Monager working
with the Finoncial Controller, Mill Monoger ond Marketing Monoger so
that voriotions in customer :asponse, technical costs of monufacture of
eoch product,ond sales performunce con all be token into account.

This should be done on o regulor basis on o fixed doy late in every month so
that everyone knows thot the necessary informotion for the subsequent month
must be ready by thot dote.

Pricing policies have criticol effect upon the sales ond profits of the
Company. With competition in the morket ploce this motter must receive

much more regulor ond detoiled considerotion than has so for been given to it.
It connot be left to o fixed pricing formulo opplied automaticolly without

the proper considerotion ond judgement of the relevont members of the
manogement team. Unless this chonges, the end result is likely to be that the




competition make a good living eating Nu-ita's market under the comfortaoble
price umbrella which it hos erected for them.

Tronsfer Prices of Wheot Bran ond Pollard

These should also be reviewed monthly, ot the start of the above

exercise, so that the formulation costs used reflect the omended prices.
One of the reasons for the opparently high margins earned by the feed mill
is the excessively low tronsfer prices ascribed to bron ond pollord.

These should opproach their real volue (see P27) so that feed mill profit

margins ond the sale prices of products are set ot o more reolistic level.
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EXAMPLE CALCILATION OF FEED PRICES

(Present averoge gross margin including packing approx. Shs15/- per Kg
ond present profit morgin = Shs 9.9/- per Kg - late February 1988)

-Culculotion of Prices for Morch

Estimoted Aamin. Costs 2.24/- totol
. Other directs 0.47W/- "
Total costs 2.6/~ to be borne by feed mill in mon
Equivalent to:-
(1) 3.814/-per Kg. on 700 ton production/sales

(2) or 2.67/- per Kg. on 1000 ton production/sales
(3) or 3.0/- per Kg. on 890 ton production/soles
Monogement chose assumption (1), hence:-
Formula cost e.g. Layers Compleat Meal 16.21/- per Kg.

+ Packing 2.10/- " ; dork up
+ Costs (1) above 3.8/~ " ) 15.00/-
+ Profit Margin 9.1/- " )

31.21/-

+ same as present price - no chonge
Overall profit on 700 ton = 700t x 9.1/-per Kg. = 6.3/~
¢/O GR. LM BROILER BREEDER S&wW CEW DAIRY

Formulotion cost 16.58 11.82 16.21 19.25 16.97 11.68 10.21 9.00
+ 15/- Mork-up 15.0 15.0 15.0 15.0 15.0 15.0 15.0 15.0
New Price 31.58 26.82 31.21 34.25 31.97 26.68 25.21 24.00

Present Price 31.6%9 25.19 31.18 35.33 35.22 25.0 22.99 21.33
Chonge +0.11 +1.63 +0.03 -1.08 -0.25 +1.68 +2.22 +2.67

Weighted overoge chonge in price = + 0.137/- per Kg.

Now odjust invididual products in view of morketing consideraotions
ond octual cost of production e.g. reduce price of layers because
of morket, increose price of pelleted feeds becouse of production
costs. These prices con be expressed per 70kg. bog ond marketing
decisions token on thot bosis becouse this is the price octually
opplying to the customer.




OILSEED MILLING AND UGANDA FEEDS LTD.

The capacity of the local oilseed milling industry moy become a serious
limiting foctor in the encouragement of increased oilsead production in
Ugonda ond in the supply of properly processed oilseed cakes to Uganda
Feeds ond the rest of the industry. For example, the processing of soya
beons purchased by Ugonda Feeds is corried out olmost entirzly by Iganga
0il Milling next door, which is run as port of the Lint Corporation.
Processing is limited by the state of the machines, the avoilability of
wood to fire the boiler ond other considerations to about 10t/doy. This
will not keep up with the exponding amount of soya beans being purchased
by Ugonda Feeds and the soya coke being used in formwlations, paorticularly
when the future requirements discussed elsewhere in this report are token
into account. Some efforts have alreody bteen mode to find processing
focilities elsewhere (see below),but the amounts of oilseed cokes required
by Ugonda Feeds in the future is such that it needs to be assured of supplies.

We therefore recommend thot o serious effort be mode by UG to toke over the
Igango oil mill from the Lint Corporotion ond the custodion of departed

Asions properties. This oilseed mill properly rehabilitoted, ond properly

run could help to ensure thot Ugondo Feeds con sotisfoctorily process at

leost o portion of its requirements for oilseed. We further recommend that the
olternative meons of processing oilseed be followed up.

An olternotive is to develop o working relationship with the Mohdvoni Oil
Mill (BMCO Oil Refineries). This unit hos 24 old Moxoil presses instolled,
most of which ore out of commission. 9 only ore ot present portly
operotionol, ond rehabilitation is proceeding slowly. There is o shortoge
of lobour ot this unit ond lock of o sotisfoctory steam supply, olthough it
is hoped thot this will be rectified faoirly shortly, ot least sufficiently to
run the 9 presses properly. This unit is purchasing sunflower seed through
on outgrowers scheme ond also locol cottonseed. It is experimenting with
processing soyo for Ugondo Feeds. If this plont were fully operational, its
copocity could be over 50t/d. The refinery is portly operationol.

A further alternotive is thot it is reported thot o Chinese mill for
processing soyo is being instolled somewhere in Jinjo, but no detoils
are ovoiloble.
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The remoinder of this section gives a preliminaory outline feasibility
study of a possible oilseed mill built on the UGMC Jinjo site, following
o comment on the potential use of extruded whole soya.

The Use of an Extruder to Process Soya Beons

Extrusion with opplied heat and pressure has been used to heat treot whole
soya beans for some consicdarable time in several countries. Heat treatment
is needed to detoxify tk = before it can be used for onimol feed
without odversely offecting onimol performonce. The product is used as a
protein ond oil source, particularly in feeds for yourg animals ond in
mills which lock focilities for adding fat ond oils. The purchase of

such a mochine by Ugonda Feeds is totolly inoppropriate for the following

reasons:-

(1) Ugondo is short of high grode vegetable o0il ond therefore all
soya beans grown locally should be processed to increase the supply
of vegetable oil in the local market.

(2) The oil content of Ugonda Feeds products is alreody higher thon is
needed for correct onimal nutrition. This is becouse moize, wheat
bron and pollord, which ore mojor ingredients, all provide odequate
oil for this purpose, which is further increased by the much higher
oil contents of maize bron, cnd the locally produced oilseed cokes

duve to pecor oil extroction.

The purchose of such o mochine would therefore be counterproductive as long
os meons exist to get soyo processed in local oilseed mills. In this respect
Igonga is still operating ond Modhvoni ore experimenting with processing

soyo for UGN, os they further rehobilitote their oilseed mill. In oddition
the question of possible instollation of on oilseed processing plont by

UL is dealt with in the following section.




Oilseed Milling ond Oil Refining UGMC, Jinja -

Outline Feasibility Study

This section contains on outline proposal for nilseed processing on
the UL site ot Jinjo. This would serve two objectives (i) to provide
a coptive supply of oilseed cake to the feed operotion (ii) to add
refined vegetable o0il to the products marketsed by UGMC.

Size of Proposed Mill

20t/doy oilseed mill operoting 24 hrs. in 2 shifts - 6000t. of seed
processed/year in 300 d. yielding 3300t. oilseed coke ond 1140t.

fibrous by-products, assuming that equal amounts of soya, cotton ond
sunflower are processed. 5t/day oil refinery producing 1250t.

refined oil per yeor. The output figures could be higher, depending upon
the residual oil left in the cake.

Supply of Seed

There appears to be room for a substonticl increose in oilseed production
oround Jinja. U.F. ore clready buying over 1000t. of soyo beon annually
which they have to get processed in o nearly oil mill. The supply of
cottonseed coke is limited, but rehabilitotion of the cotton ginning copocity
ond odequate purchasing measures should rectify this. Sunflower is being
produced in N.E.Ugondo, but its production ond processing hove been
disrupted by security problems.

Use of Outputs

3300t. of oilseed coke would more thon meet the requlrevnent§ for production
of 20,000t. feeds. In oddition over 1000t. of fibrous by-products would be
ovoilable for use in some cattle feeds or for disposol in other ways.




Plont. Oilseed Mill

Based on Simon-Rosedawn. Model III Press. Capacity 20t/24h.

*

Equipment

Ref inery

Civils

Cleaner

Hommer Mill

Decorticator.

Crocking Rolls
Cooker/Conditioner

Press

Filter

Mechonical Hondling Equipment
Small Tonks ond Pumps

Boiler (See Refinery)

2 Moin vessels under vocuum
i.e. Neutralize/Wash/Bleach ond
Deodorizer. Tanks. pumps etc.
Boiler, steam supply/woter recovery
Packing line

Copocity 5t/doy

Oilseed Mill - Normol industrial building 8M x 15M

Ref inery

Boiler House

- 1OM x 10M x 16M high (for Borometric leg)

Plus oncillory works - roodwoys, stores etc.
Approximote Copitol Cost

Oilseed Mill

Ref inery

£240,000 (including Decorticotor £80,000)
£150,000

Boiler & Woter Recovery£100,000

£490,000

Plus Transportation

ond Erection (15%)

Plus Civils

£74,000
£564,000

?
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Consumable Stores

Filter Cloths 200/yeor
Sacks for coke - UGIC re-used

Lubriconts
Spore Parts
Chemicols for Refining

/1350t .0il
Caustic Soda - 4.26 kg/1000kg oil € 3% FFA 5.75 t.
Bleaching Earth - 20 kg/ " 27 t.
Citric Acid Img/kg oil 1.5 kg.
Pocking - Tins for oil
Lobour - 1 Monoger +

1 Supervisor, | Press Operator, | Filter Press Operator

+ 5 (2 feeding, 2 cake bogging, 1 boiler)

Total 8/shift = 16 for 2 x 12 hr. shifts.

Refinery Technologist 1 + on eoch shift:-

Foremon 1, Maintenonce Engineers - Unskilled 3 = 9 for 2 shif
+ Pocking stoff (single shift)

Oilseed Mill

Utilities
Electricity - Oilseed Mill 100 KWH/t seed = 400,000 KWH /T
Refinery 18 KWH/t 0il = 25,000 *
625,000 *
Water - Approx. 100 gaolls+/h.for refinery ond mill together,

IM gallons/year.
130,000 golls/yeor
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Yields
Oilseed Milling

Sunflower - output/l0t.processed Hulls 2t
0il 3.74%
Coke3 .68t
Soya Beans - output/10t processed Oil 1.3t
Coke 8.6t
Cottonseed - . 0il 1.7t
Coke 4.6t
Hulls/Lint 3.7t
(Sesome - 0il 4.7t )
Coke 5.2t )
Hence - Yield from 2000t eoch of Sunflower, Soya ond
Cotton seed:- :
Crude 0Oil Cake Hulls etc.
Soya 260t. 1720t. -
Sunflower 752¢. 736t. 400t .
Cotton 340t. 920t. 740t .
1352¢t. 3376¢t. 1140t.

Yield of Refined 0il

1352¢t. Crude less 7% refining loss = 1257t.

(Say 1250t.)

Refining Residues - Some for use in feeds - say 100t.




Calculation of Gross Margin

Totol

Costs of Seeds - Soya bean 30/-/kg. 2000t. = 60/ -
Sunflower 20/-/kg " = 40M/ -

Cotton 2C/-/kg " = AOM/-

TOTAL 140W/-

Output )
1250t. Refined vegetable oil @ 100/-/kg. = 125W/-
Oilseed coke for feed:- Soya 1720t. @ 30/-/kg.=  51.6W-
Sunflower 736t. @ 25/-/kg.= 18.4M/-
Cotton 920t. € 20/-kg. = 18.4W/-

Value of other byproducts in oilseed feed
1240t. © 3/-/kg say 3.7M/-

TOTAL 217. 1M/~

Total Gross Margin/year TV -
(Present feed mill gross margin @ 1000t/month is
approximately 170M/yeor)

Note: The prices ossumed for oilseeds ore the prices octually poid by

UGMC for Soya Beans, Mahdvong for sunflower + 10% ond an assumed price

for cottonseed. Volues for oil were bosed on locol morket prices of

167/-/kg. retail for imported refined oil,reduced to 100/- for ex-works

price. This is probably excessively low. Oilseed cokes - Soyo ond cotton
were valued ot current prices paid by Ugonda Feeds. Sunflower valued ot
25/-/kg. from this oil mill would be oppreciobly superior (lower fibre content)
thon sunflower currently purchased ot 30/-kg. by Ugondo Feeds, but the lotter
is o distorted price resulting from gross shortoge when the controct was mode.
The consultant believes thot the true gross morgin likely to be earned by
this plont has been underestimoted ond that all these figures need substontiocl
reconsideration and revision.

General

This study is incomplete ond the requirements to complete it are listed
below. The other costs to be borne would be less than the feed mill for lobour,
ond power, but much more for fuel oil.
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The total investment involved is over £600,000 (or3304/- at the market rate).
This is substantial, but could be worthwhile for the following reasons:-

(1) To enhance the total effectiveness of the oil milling industry of
Uganda, ond substantially increase the local production of refined
vegetable oil.

(2) To expond the range cf humon food products marketed by UGMC.

(3) To protect what will be o substontial onimal feed operation from
being subjected to intermittent supplies of poorly processed oilseed coke.

Requirements to Complete this Feasibility Study

{1) Detailed onolysis of the present ond likely future requirements for
oilseed productizii nctionally, likely production ond the adequacy,
ond distribution of present ond proposed processing focilities.

(2) Possible export/import trode in oilseeds/coke. Substitution of home
produced for imported oils.

(3) Cost/benefit onalysis of iiclusion of a deccrticotor.

(4) Assessment of likely future supplies ond costs of oilseeds ond
the morket for, ond value of, refined vegetable oils.

(5) Evoluation of alternative oilseed processing mochinery of different
sizes ond from different suppliers.

() Sources of finance ond detoiled evaluation of costs ond returns from
the project to U.G.M.C.

Note on Other Local Oil Mills

These are listed ot the beginning of this section ond their present copacities

are as follows:

(1) Igonge =~ 10t. seed/day

(2) O.K. 0il Mills copocity not known - probably as Igango

(3) Mohdvoni - 720t seed /day - ultimately 50-70t/doy?

(4) Chinese Mill, Jinjo for soyc beon - copocity not known but believed smoll.
(Note - difficulties have been experienced with Chinese soyobeon coke
imported into U.K. because of inodequate heat treotment).

The oddition of o new focility processing 20t seed/doy to the above would
therefore be a substontiol increase (soy 50%) on present local effective oil
milling copocity.
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Action on Recommendaotions mode in Previous Reports

The recommendations mode in the reports prepared in 1986 ond 1987 have
generally been implemented apart from certain exceptions which are
mentioned elsewhere in this report ond- the following:-

(1)

(2)

(3)

(4)

The need for assistonce to improve the effectiveness of the

oilseed processing industry in Ugonda was pointed out in the 1986
report ond has been the subject of some locol considerotion in this
report. While we understond that this is the subject of part of o
current plonning study within the Ministry of Industry funded by the
World Bonk, we believe that oction to improve the operating efficiency
of this industry is still needed.

The 1987 report suggested that groduvate recruitment ond troining should
be the subject of some effort by UBMC. We understond thot recruitment
has been ottempted without too much success. However, we recommend
that UGAC persist with these attempts becouse of their needs for well
trained monagement in the future.

The Buying Department suggested in on earlier report has yet to be
fully established. We recommend thot this should be developed graduclly
ond fully established in due course.

Mointenonce of the feed mill. This still needs improvement, but we
understond that o Mechonicol Engineer has been oppointed ond with o more

odequote supply of spore parts, we expect this to improve.
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Susmory of the Contribution mode by this Project to Ugonda Feeds Lid.

This project, contributing short missions by the consultont in

1986, 1987 ond 1988 has endbled him to contribute to the monogement

of the plont under vorying conditions., in terms of production rate, row
moterial supply ond morkets. In that time progress hos been mode in the
stondards of formulation, quality of product, rote of production, and the
approach to the market, so that Ugondo Feeds Ltd. ore poised to increase
their market share ond their production os the wmorket for feed exponds.

In oddition UNIDO have mode contribution to training the Loboratory
Superintendent which we hope will be cugmented by the training envisoged

for the Mill Monoger ond Finonciol Controller, thus enhancing the

performonce of 3 key people in this operation. Contributions have also

been mode in Accounting Systems ond Engineering monogement. Finally, in
quality control, UNIDO has provided finonciol backing for chemical onalysis
of samples of oll the mojor feed ingredients in 1984 ond 1987 in oddition to
providing the equipment ond chemicals for a quality control laboratory for
feed ond flour milling which will begin operation very shortly. The
consultont ‘eels that UNIDO hos mode a substantiol contribution to the future
success of this Compony, ond he hopes to mointoin contoct with it in the future.
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The Ploce of Split Missions in the Operotion of UNIDO

When work on this project begon seriously in 1984, UNIOO ogreed thot
the consultont's input should be in the form of three short missions
rother thon one 6 month input. His experience of this mission has
convinced the consultont that this formot hos particular merits when
applied to o consultont working with a porticulor compony which has
monogement in ploce, for the following reasons:-

(1) This system ollows the consultont to gain o much greoter knowledge of the
personnel ond the total operation under o wide ronge of conditions
thon is possible in a single mission.

(2) It is possible for the consultont to provide an input of recommendotions,
leave monogement to implement them ond then monitor the results on
his next mission.

(3) The input of the consultont con spread over a much longer period,
particuvlorly when contoct is mointained between missions, ond
therefore have o much greoter impoct thon is possible in o single
mission.

(4) This opproach counterocts the tendency for management of the operation to
be effectively in the honds of the consultont during his nission, with
disostrous consequences when he departs.

The consultont therefore recommends thot UNIDO gives serious consideration
to the use of split missions when providing consultoncy support to the
generol or technical monogement of industriol operotions.
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