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1.0 BACKGROUND 

1.1 Introduction of the Cotton profile 

Uganda has one of the best climates in Africa that is moderate with cool temperatures, and 

receives rainfall throughout the year. The country has rich and green vegetation with tropical rain 

forests and water bodies covering most parts of the country. The River Nile, one of the longest 

rivers in the world, starts its long journey to Mediterranean Sea from Uganda. Uganda is home to 

the Lake Victoria, the largest lake in Africa and also the second largest fresh water lake in the 

world.  

Uganda lies astride the equator and enjoys a unique location at the heart of sub-Saharan Africa 

within the East African region. The country has been able to achieve macro-economic stability 

when clouds of uncertainty rocked many regions of the world. Uganda is one of the fastest 

growing economies in Africa with GDP growth rate averaging 7.7% per annum since the year 

2000, making the country the fastest growing economy in East Africa.  

In order to provide information to investors to Uganda, this cotton sector profile has been 

prepared as a guide on the potential investment opportunities in the country. The profile gives 

highlight on investing in a number of areas including:  

• Cotton Ginning with Cotton Seed Oil, Animal Feed and Absorbent Cotton Wool Production. 

• Cotton Yarn Spinning. 

• Cotton Ginning with Absorbent Cotton Wool Production. 

• Cotton Ginning with Cotton Seed Oil and Animal Feed Production. 

 

1.2 Overview of Uganda‟s Cotton Sector 

Cotton was introduced in Uganda in 1903. Cotton in Uganda is cultivated at altitudes varying 

from 3,500 feet to 4,500 feet above sea level and is entirely rain fed. In the Northern areas, with 

one rainy season, cotton planting starts at the beginning of the April - June rains. In the South, 

with two rain seasons, planting occurs later in the June - July period. Cotton is not inter-planted 

with other crops but, it is grown in rotation with other crops. 

Cotton in Uganda is cultivated at altitudes varying from 3,500 feet to 4,500 feet above sea level 

and is entirely rain fed. In the Northern areas, with one rain season, cotton planting starts at the 

beginning of the April – June rains. In the South, with two rain seasons, planting occurs later in 

the June – July period. Cotton is not interplanted with other crops but, it is grown in rotation with 

other crops. 

Seed cotton is a source of raw material in the production of edible oils, soap, textiles, and seed 

cake for feeding livestock, among others. In 1970, Uganda produced 470,000 bales of seed 

cotton, contributing 40% of foreign exchange earnings in that year. Due to political turmoil and 

insecurity in the country, production went down to below 20,000 bales per annum by 1990. 

Cotton Development Organisation (CDO), a statutory body established in 1994, regulates and 

promotes the cotton industry in Uganda. With CDO‟s and other donors‟ interventions, national 

average yields of seed cotton have improved from 250 to 600 kg per hectare. In the rich volcanic 

foothills of Mt. Rwenzori, yields of 2,500 kg per hectare have been achieved . CDO is 

responsible for the classification of the crop and for preparation of classification statistics to 

internationally recognized standards.  

Over 150,000 subsistence farmers grow cotton on a regular basis on 0.5 Ha to 1.0 Ha. Thirty 

three (33) operational ginneries in Uganda, two operate raw gins and the rest use double roller 

gins - one ginnery operated by a cooperative union but the rest by private companies. All 



ginneries use old machinery and operate inefficiently. Ginnery capacities range from 7,500 to 

54,000 bales of seed cotton per season. One ginnery caters for up to 3,500 farmers in some areas. 

Busitema University trains ginnery technicians and engineers. 

 

1.3 Current Activities in the Cotton Sector 

There is plenty of suitable land available in Uganda where more seed cotton can be grown, if 

there is need, especially in Northern, Western, Eastern and Central Uganda. Cheap and easily 

trainable labour also exists and coming out annually from more than 15 universities, various 

technical and vocational training institutes and the Universal Secondary Education (USE) 

programme. Moreover, Busitema University has been training ginning technicians since 1960s 

and started training spinning and textile engineers in August 2009 for the Common Market for 

Eastern and Southern Africa (COMESA), a regional economic co-operation of 20 African 

countries. The current intake is 20 ginning technician diploma and 25 textile engineering degree 

students – its capacity is 40 ginning technician diploma and 40 textile engineering degree 

students. To date it has produced 170 ginning technicians. All day-to-day operations of the 

ginneries can be managed by Ugandans as they have acquired sufficient experience and the cost 

of hiring them is low. 

There is plenty of seed cotton in Uganda. Uganda‟s cotton is handpicked, with less foreign 

matter in it and, therefore of good fibre. Uganda‟s cotton is among the most commonly produced 

and traded cotton lint variety in the world and belongs to the species Gossypium hirsutum - now 

accounting for an estimated 75 percent of world trade, or some 7 million Metric Tonnes (MT), 

and typically used in ring spinning . Uganda‟s cotton lint receives a premium on the world cotton 

market as more than 60% is among the top quality - in the 2007/8 season, CDO classified 

Uganda‟s roll ginned cotton lint output as 2.91% Good Middling, 23.78% Strict Middling, 43.5% 

Middling, 12.3% Strict Low Middling, and 1.54% Low Middling. 

There is increasing demand and with duty-free access for cotton lint by some of the biggest 

producers such as China . Ready market for cotton lint also exists in the Common Market for 

Eastern and Southern Africa (COMESA), a regional economic co-operation of 20 African 

countries, and, especially, in Egypt, Madagascar and Mauritius. The European market can be 

accessed through the "Everything But Arms“ initiative. There is a huge potential to increase sale 

of Uganda„s cotton lint to the Far East, especially to Japan, Pakistan, India, Singapore, South 

Korea and Banglandesh. The average FOB Uganda Cot look Cotton Lint June 2009 price was 

US$ 1.143 per Kg. The premium on organic cotton lint is about 20 percent higher than inorganic 

cotton with buyers in Europe, USA and Japan. There is a possibility of concentrating on 

processing of only organic cotton lint in future as demand is increasing in USA, Europe and 

Japan. 

 

 

 

 

 

 

 

 

Map of Uganda showing major cotton growing area 



 

  

Figure 1: Areas in Uganda where Cotton is predominantly grown 

Uganda is among the top 10 world producers of organic cotton and the leading one in Africa. 

  

Cotton Production since 2003

 



There are 5 cotton seed oil processors operating in Jinja, Aduku and Lira towns – only one 

facility is used by the cotton cooperative union but the rest by non-ginners. These produce cotton 

seed oil and cotton seed cake/ animal feed. Another ginnery has also started production in Iganga 

but has not yet put its products on the market. These produce less than 20% of the edible oil 

consumed in Uganda . All cotton seed oil and animal feed are consumed locally. 

Most of the ginneries‟ cotton lint is exported because there are only two fully integrated textile 

mills that use cotton lint – one dealing only in organic cotton with a capacity of 2,500 bales per 

annum and the other in conventional cotton with a capacity of 10,000 bales per annum. Uganda‟s 

Cotton lint is exported to Kenya, Europe and the Far East (Singapore, Hong Kong and Japan). 

One private enterprise adds value to cotton lint and makes absorbent cotton wool for the 

domestic market. However, its capacity is low as more than 50% of the country‟s needs are 

imported . 

1.4 Domestic and Export Market Potential 

Some of the 71% of the cotton lint produced in the ginnery can be sold to one of the textile mills 

in Uganda and the balance will be for export. 29% of the cotton lint produced in the ginnery will 

be for the manufacture of absorbent cotton wool for the health sector in Uganda. All cotton seed 

oil and animal feed will be for the domestic market. In the long-term, all the outputs will be for 

the domestic market when more textile mills will be established. 

World Health Organization (WHO) stipulates per capita consumption of edible oil as 19.21 Kgs 

per person per annum but Uganda‟s is only 3.2 Kgs. In 2007/8 total demand for edible oils in 

Uganda was 98,880MT of which only 14,177MT was produced domestically and 80 percent of it 

was sunflower oil . Factory prices for locally processed edible oils range from US$ 1.40 to US$ 

1.70 per Litre. 

Both National Medical Store (NMS) and Joint Medical Store (JMS), the main buyers and 

distributors of cotton wool in Uganda, annually bring in 124MT of absorbent cotton wool - 40% 

of the imported cotton wool. Retail price is US$ 4.50 per Kg.  

Animal feeds are on high demand but there is insufficient local production that often leads to 

poor quality meat products in the country. Cheapest price for animal feed is US$ 0.30 per Kg. 

 

1.5 Favourable conditions for investing in Uganda‟s Cotton sector 

Investments in the cotton sector can be located near the cotton growing areas such as Gulu, 

Masindi, Nebbi or Arua and where big chunks of land can also be leased to grow own seed 

cotton. Uganda Investment Authority (UIA) can also allocate the investor industrial land to 

construct totally new facilities in its planned industrial park in Gulu. Among other suitable areas, 

UIA is negotiating to acquire industrial land in Arua Municipality, in the West Nile region of 

Ugnada. All proposed locations are connected to the national electric power grid and national 

road network. UIA facilitates the investor to develop the site infrastructure (road network, 

sewerage and waste treatment) as well as provide needed utilities like electricity and water on 

site in its industrial parks. New incentives are proposed under the Draft National Textile Policy 

(November 2008). There are favourable incentives offered by the Government of Uganda 

through UIA and, especially, for such strategic value addition investment.  

 

2.0 INVESTMENT OPPORTUNITIES IN THE COTTON SECTOR  

The proposed investment opportunities in the Cotton sector include undertaking the following: 

• Cotton Ginning with Cotton Seed Oil, Animal Feed and Absorbent Cotton Wool Production 



• Cotton Yarn Spinning 

• Cotton Ginning with Absorbent Cotton Wool Production 

• Cotton Ginning with Cotton Seed Oil and Animal Feed Production 

 

2.1 Cotton ginning with cotton seed oil, animal feed and absorbent cotton wool production 

Purpose of the Proposed Project 
To add more value to seed cotton in one facility by processing it into (a) Cotton lint for export; 

and (b) Absorbent cotton wool, cotton seed oil and animal feeds for the domestic market.  

Seed cotton is ginned to cotton lint and fibre/ cotton waste (up to a maximum 42 percent 

depending on the type of ginnery and seed cotton quality) and cotton seeds (up to a maximum of 

58 percent. Cotton lint is normally processed to yarn and textiles. Cotton seeds can be further 

processed to get cotton seed oil, animal feeds, husks and fibre. Cotton lint and cotton waste can 

also be processed into medical grades absorbent cotton wool 

Figure 3: Value Chain Process Chart 

.  

 Projected Capacities, Sales and Preferred Technology 

a) Planned Products 
At full capacity, the plant will annually produce: 

• 1,584MT of cotton lint for export; and 

• 600MT of absorbent cotton wool, 691MT of cotton seed oil and 2,880MT of cotton seed cake/ 

animal feeds for the domestic market. 

• Production will start at 50% capacity in the first year of operation but is expected to rise to 

60%, 75% and 90% in the 2nd, 3rd and subsequent years of production with increased growing 

of seed cotton in Uganda. 

 

b) Technological Options 
Ginning 

Cotton ginning involves separating cotton fibre from its seeds – 1 bale (560 Kgs) of seed cotton 

gives you 1 bale (185 Kgs) of cotton lint, 350 Kgs of cotton seeds and the balance is husks and 

linters. A ginnery with 20 double roller gin stands, automatic bale press and a capacity for 



12,000 bales of seed cotton per annum is proposed to produce superior fibre with excellent 

spinning potential. Most of the machinery can be acquired from India and/ or China. 

 Table on Cotton Ginning Production 

 

Cotton Seed Oil and Cotton Seed Cake/ Animal Feed 

In the first stage of chemical refining, after crushing of the cotton seeds, a separator separates the 

soap stock from the fatty acids neutralized by acid and caustic soda. The second stage of re-

refining, the oil then follows - this is a second treatment of the oil with caustic soda to remove as 

much as possible of the gossypol. Gossypol is a pigment which gives raw cotton seed oil an 

almost black colour. In the third stage, another separator performs the task of removing the 

washing water from the oil which has been washed with hot water. The pure cotton seed oil can 

now be dried, bleached and deodorized. The processing of cotton seeds gives you about 12 

percent cotton seed oil, 50 percent seed cake and the balance is again husks and linters. A 

480MT (cotton seeds) per month oil mill is proposed and the majority of the machinery can be 

imported from India and/ or China. 



Table on Cotton Oil Mill 

 

Absorbent Cotton Wool Production 

Cotton lint is processed through a series of steps that render the cotton hydrophilic in character 

and free from external impurities – conversion ratio of lint to cotton wool is 100:95. A 300 MT 

facility with a capacity to consume 1720 – 3440 bales of lint per annum, with double shifts per 

day, is proposed. The machinery and equipment can be purchased from National Machinery 

Manufacturers Ltd, Ramesh Safe Carding Works, and Machinery Manufacturers Corporation of 

India. Alternative sources also exist in China.  

  



Table on Absorbent Cotton Wool Production Line

 

Estimated Total Investment Costs (US$ „000) 

Total Investment 

 

 

 

 



Main Production Inputs Locally Available 

Raw Materials 

 

Selected Factor Costs 

a) Proposed Infrastructure 

Underlying assumptions are: 

• Rain water will be collected on site and stored for use by the plant; 

• A borehole will also be sunk on site for additional water; 

• The plant will have its own waste disposal facility that will include a septic tank and soak pit; 

• All waste will be treated and neutralized on site; and 

• Electricity tariffs will get lower by 2012 when a new 250MW Bujagali Hydro Power Station is 

commissioned and oil drilling in Western Uganda will have commenced. 

 

 



b) Selected Indicative Infrastructure Costs 

 

  

c) Estimated Utilities Costs for the 1st Year of Production

 

d) Proposed Labour Costs 

Underlying assumptions are: 

• Proposed rates include health benefits, taxes and social security contributions; 

• All administrative and production management personnel are available locally; and 

• Only more unskilled labourers will be required with increased capacity utilization of the 

ginnery. 

 



e) Estimated Personnel Costs for the 1st Year of Production

 

Note: The bulk of the ginnery supervisors, technicians and general labourers are only needed in 

January to March when ginning is taking place. 

Preliminary Financial Viability Analysis of the Proposed Investment 

a) Assumptions 

The following are the underlying assumptions: 

1. Ginnery will initially operate at 50% installed capacity in the 1st year of production. The 

production capacity will increase to 60%, 75% and 90% in the 2nd, 3rd and subsequent year with 

increased production of seed cotton throughout the country. 

2. Purchasing of seed cotton normally takes place during November, December and January. 

3. Ginning with excellent output, normally takes place in January to March. 

4. Ginnery fixed costs calculated on 6,000 bales of lint (to be purchased in November, December 

and January) that require crop finance of about US$ 1.0 Million at a farm gate price of US$ 30 

cents for the 1st year of production. 

5. Exchange rate used is US$ 1.00 = UGX 2,000. 

6. The production capacity of the absorbent cotton production line is based on single shift 

working for 300 working days per annum for the 1st year of production. 

7. Conversion rate of lint to cotton wool of 95%. 

8. 480MT per month (of Cotton Seeds) Cotton Seed Oil Mill operating at 50% capacity – only 

one 12 Hours shift per day for the 1st year. 

9. Conversion rate of cotton seeds to cotton oil and cake/ animal feed is 12% and 50% 

respectively. 

10. Investor contributes 80% equity and the balance will be a US$ bank loan. 

11. Funds will be borrowed in US$ from a development bank at US$ interest rates not exceeding 

10% for a period of 5 years, including 1 Year of Grace Period. 

12. The investment will be granted a Tax Holiday of 10 years if it exports 80% of its products, as 

per envisaged plan. 

13. Selling prices are taken as US$ 1.143 per Kg of cotton lint (19 June 2009 Cotlook); US$ 3.40 

per Kg of cotton wool; US$ 1.35 per Kg of cotton seed oil; and US$ .30 per Kg of animal feeds. 

 



b) Estimated production costs and operating expenses for 1st year of production

 

 c) Estimated Annual Sales Revenues for 1st Year of Production at 50%

 

Organisation and Management Aspects 

Production will commence in January of the 2nd year of implementation at 50% capacity 

utilization. Sales will also commence in the 2nd year of implementation. 90% production 

capacity will be attained in the 5th year of implementation and total sales are expected to reach 

US$ 5,944,000. 

It is necessary to have all funds mobilized in the 1st year of project implementation. It is 

important to have the Working Capital for at least the 1st three (3) months before production 

commences. All staff required need to be trained and availed by the end of the 1st year of 

implementation. 

  

 

 

 

 



Proposed implementation schedule  

 

Financial Analysis 

a) Profitability 

 
With continued profitability, Payback Period = 5 Years. 

 



b) Feasibility

 

NPV = US$ 12,604,000  

 

2.2 Modern Cotton yarn spinning mill 

Purpose of the Project 
To establish a state-of-the-art cotton yarn mill capable of producing annually 5,000MT of 

combed cotton yarn of Counts 20/1, 30/1 and 40/1 for export to the COMESA, European and 

Asian markets. 

Seed cotton is ginned to cotton lint and fibre/ cotton waste (up to a maximum 42 percent 

depending on the type of ginnery and seed cotton quality) and cotton seeds (up to a maximum of 

58 percent. Cotton lint is normally processed to yarn and textiles. Cotton seeds can be further 

processed to get cotton seed oil, animal feeds, husks and fibre. Cotton lint and cotton waste can 

also be processed into medical grades absorbent cotton wool. 

Projected Capacities, Sales and Preferred Technology 

a) Planned Products 
5000 MT Spinning mill to produce combed cotton yarn of Count 20/1 (33%), Count 30/1 (55%) 

and Count 40/1 (12%).  

Production is expected to start at 70% capacity in the first year of operation but is expected to 

rise to 80%, 90% and 95% in the 2nd, 3rd and subsequent years of production. 

b) Technological Options 
Cotton yarn is an intermediate product which is used as an input for further processing into 

textile fabrics. Cotton yarn production involves the following process: 

1. Blending and opening – opening and mixing of the compressed cotton lint; 

2. Carding – combing of the cotton lint fibre strands; 

3. Drawing – drawing of the cotton lint to make it straight; 

4. Combing – a process for high-quality yarns in which cotton lint is combed to remove 

filaments; 

5. Roving – extending the cotton lint to full length; 

6. Spinning – a process giving the form to yarn and twisting at a fixed interval; 

7. Winding – quality sorting; 

8. Setting – high-temperature steaming to bring an end to curled state; and 

9. Packing – packing in accordance with types of sale. 

 

To meet quality standards for yarn demanded in international markets and to maximize the 



potential of the quality of the Ugandan cotton lint, it is proposed that the machinery be state-of-

the art Ring Spinning technology and preferably imported from Rieter Machine Works Ltd 

(Switzerland) and Murata (Japan). Total load will be 2,400kW and 19,200Ring spindles. It will 

comprise of the following: 

 Table on Cotton Yarn Spinning Mill Machinery and Equipment 

 

Source: “Techno-economic Feasibility Study for a Cotton Yarn Spinning Mill in the Republic of 

Uganda”, report prepared by Gherzi (of Switzerland) for the Ministry of Tourism, Trade and 

Industry, September 2006 

Estimated Total Investment Costs  

Table on Total Investment 

 

 



Main Production Inputs Locally Available 
Cotton Lint at US$ 1.25 per Kg, including transportation from anywhere in Uganda 

 

Selected Factor Costs 

a) Proposed Infrastructure 

Underlying assumptions are: 

a) Cotton Yarn buyers, through brokers, will arrange for transportation of the yarn from the 

factory. 

b) All waste will be treated and neutralized on site; and 

c) Electricity tariffs will get lower by 2012 when a new 250MW Bujagali Hydro Power Station is 

commissioned and oil drilling in Western Uganda will have commenced. 

b) Selected Indicative Infrastructure Costs

 

Note: The proposed cotton yarn spinning mill falls under Large Industry Category 

c) Estimated Utilities Costs for the 1st Year of Production

 

 



d) Proposed Labour Costs

 

Preliminary Financial Viability Analysis of the Proposed Investment 

a) Assumptions 
The following are the underlying assumptions: 

• 300 working days, 3 shifts per day, 8 hours per shift. 

• Production will be 70%, 80%, 90% and 95% in the 1st, 2nd, 3rd and subsequent years of 

production. 

• Investor will bring 20% equity funds and balance will be a loan. 

• Funds will be borrowed in US$ from a development bank at US$ interest rates not exceeding 

10% for a period of 5 years, including 1 Year of Grace Period. 

• The investment will be granted a Tax Holiday of 10 years if it exports 80% of its products, as 

per envisaged plan. 

• The 1st year of production will require 3,504,000 Kgs of cotton lint and it is estimated each Kg 

will cost US$ 1.25. 

• Corresponding 1st year of production packaging materials will cost US$ 228,000. 

• The 1st year of production at 70% will offer for sale combed cotton yarn as follows: 1,156,320 

Kgs of Count 20/1, 1,927,255 Kgs of Count 30/1 and 420,480 Kgs of Count 40/1. 

• Combed yarn will be sold at US$3.70 per Kg for Count 20/1, US$ 3.80 per Kg for Count 30/1 

and US$ 4.20 per Kg for Count 40/1. 

 

b) Estimated Production Costs and Operating Expenses for 1st Year of Production 

 

  



c) Estimated Annual Sales Revenues for 1st Year of Production

 

 Proposed implementation schedule 

 

Production will commence in the 2nd year of implementation at 70% capacity utilization. Sales 

will also commence in the 2nd year of implementation. 95% production capacity will be attained 

in the 5th year of  

implementation and sales are expected to reach US$ 18,142,000. 

It is necessary to have all funds mobilized in the 1st year of project implementation. Working 

Capital for at least the 1st six (6) months must be in place before production commences. All 

staff required need to be trained and availed by the end of the 1st year of implementation. 

Financial Analysis 

a) Profitability 

 

With continued profitability, Payback Period = 6 Years. 



 b) Feasibility

 

NPV = US$23,763,000 

2.3 Cotton ginning with absorbent cotton wool production  

Purpose of the Project 

To add more value to seed cotton in one facility by processing it into (a) Cotton lint for export; 

and (b) Absorbent cotton wool and cotton seeds for the domestic market.Seed cotton is ginned to 

cotton lint and fibre/ cotton waste (up to a maximum 42 percent depending on the type of 

ginnery and seed cotton quality) and cotton seeds (up to a maximum of 58 percent. Cotton lint is 

normally processed to yarn and textiles. Cotton seeds can be further processed to get cotton seed 

oil, animal feeds, husks and fibre. Cotton lint and cotton waste can also be processed into 

medical grades absorbent cotton wool. 

 

Figure 3: Value Chain Process Chart 

 

Projected Capacities, Sales and Preferred Technology 

a) Planned Products 
At full capacity, the plant will annually produce: 

(a) 1,584MT of cotton lint for export; and 

(b) 600MT of absorbent cotton wool and 4,200MT of cotton seeds for the domestic market. 

Production will start at 50% capacity in the first year of operation but is expected to rise to 60%, 

75% and 90% in the 2nd, 3rd and subsequent years of production with increased growing of seed 

cotton in Uganda. 

 

 



b) Technological Options 

Ginning 
Cotton ginning involves separating cotton fibre from its seeds – 1 bale (560 Kgs) of seed cotton 

gives you 1 bale (185 Kgs) of cotton lint, 350 Kgs of cotton seeds and the balance is husks and 

linters. A ginnery with 20 double roller gin stands, automatic bale press and a capacity for 

12,000 bales of seed cotton per annum is proposed to produce superior fibre with excellent 

spinning potential. Most of the machinery can be acquired from India and/ or China. 

 

Table on Cotton Ginning Production

 

 Absorbent Cotton Wool Production Line 

Cotton lint is processed through a series of steps that render the cotton hydrophilic in character 

and free from external impurities – conversion ratio of lint to cotton wool is 100:95. A 300 

Metric Tone (MT) facility with a capacity to consume 1,720 – 3,440 bales of lint per annum, 

with double shifts per day, is proposed. The machinery and equipment can be purchased from 

National Machinery Manufacturers Ltd, Ramesh Safe Carding Works, and Machinery 

Manufacturers Corporation of India. Alternative sources also exist in China.  



Table on Absorbent Cotton Wool Production Line

 

 Estimated Total Investment Costs (US$ „000) 

Total Investment

 

 Main Production Inputs Locally Available 

Raw Materials

 

  

 



Selected Factor Costs 

a) Proposed Infrastructure 

Selected Indicative Infrastructure Costs

 

Note: The proposed plant falls under Medium Industry Category 

 b) Estimated Utilities Costs for the 1st Year of Production

 

 c) Proposed Labour Costs 

Estimated Personnel Costs for the 1st Year of Production  

 

Note: The bulk of the ginnery supervisors, technicians and general labourers are only needed in 

January to March when ginning is taking place. 



Preliminary Financial Viability Analysis of the Proposed Investment 

a) Assumptions 

The following are the underlying assumptions: 

1. Ginnery will initially operate at 50% installed capacity in the 1st year of production. The 

production capacity will increase to 60%, 75% and 90% in the 2nd, 3rd and subsequent year with 

increased production of seed cotton throughout the country. 

2. Purchasing of seed cotton normally takes place during November, December and January 

3. Ginning with excellent output, normally takes place in January to March. 

4. Ginnery fixed costs calculated on 6,000 bales of lint (to be purchased in November, December 

and January) that require crop finance of about US$ 1.0 Million at a farm gate price of US$ 30 

cents for the 1st year of production. 

5. Exchange rate used is US$ 1.00 = UGX 2,000. 

6. The production capacity of the absorbent cotton production line is based on single shift 

working for 300 working days per annum for the 1st year of production. 

7. Conversion rate of lint to cotton wool of 95%. 

8. Investor contributes 75% equity and the balance will be a US$ bank loan. 

9. Funds will be borrowed in US$ from a development bank at US$ interest rates not exceeding 

10% for a period of 5 years, including 1 Year of Grace Period. 

10. The investment will be granted a Tax Holiday of 10 years if it exports 80% of its products, as 

per envisaged plan. 

11. Selling prices are taken as: (a) US$ 1.143 per Kg of cotton lint (19 June 2009 Cot look); (b) 

US$ 3.40 per Kg of cotton wool; and (c) US$ 0.13 per Kg of cotton seeds. 

b) Estimated production costs and operating expenses for 1st year of production

 

c) Estimated Annual Sales Revenues for 1st Year of Production at 50%

 



Organisation and Management Aspects 

Production will commence in January of the 2nd year of implementation at 50% capacity 

utilization. Sales will also commence in the 2nd year of implementation. 90% production 

capacity will be attained in the 5th year of implementation and total sales are expected to reach 

US$ 4,650,000. It is necessary to have all funds mobilized in the 1st year of project 

implementation. It is also important to have the Working Capital for at least the first three (3) 

months before production commences. All staff required need to be trained and availed by the 

end of the 1st year of implementation. 

 Proposed implementation schedule 

 

Financial Analysis 

a) Profitability 

 
With continued profitability, Payback Period = 5 Years. 

  



b) Feasibility

 

NPV = US$ 12,604,000  

2.2 Modern Cotton yarn spinning mill 

Purpose of the Project 

To establish a state-of-the-art cotton yarn mill capable of producing annually 5,000MT of 

combed cotton yarn of Counts 20/1, 30/1 and 40/1 for export to the COMESA, European and 

Asian markets. 

Seed cotton is ginned to cotton lint and fibre/ cotton waste (up to a maximum 42 percent 

depending on the type of ginnery and seed cotton quality) and cotton seeds (up to a maximum of 

58 percent. Cotton lint is normally processed to yarn and textiles. Cotton seeds can be further 

processed to get cotton seed oil, animal feeds, husks and fibre. Cotton lint and cotton waste can 

also be processed into medical grades absorbent cotton wool. 

Projected Capacities, Sales and Preferred Technology 

a) Planned Products 

5000 MT Spinning mill to produce combed cotton yarn of Count 20/1 (33%), Count 30/1 (55%) 

and Count 40/1 (12%).  

Production is expected to start at 70% capacity in the first year of operation but is expected to 

rise to 80%, 90% and 95% in the 2nd, 3rd and subsequent years of production. 

b) Technological Options 

Cotton yarn is an intermediate product which is used as an input for further processing into 

textile fabrics. Cotton yarn production involves the following process: 

1. Blending and opening – opening and mixing of the compressed cotton lint; 

2. Carding – combing of the cotton lint fibre strands; 



3. Drawing – drawing of the cotton lint to make it straight; 

4. Combing – a process for high-quality yarns in which cotton lint is combed to remove 

filaments; 

5. Roving – extending the cotton lint to full length; 

6. Spinning – a process giving the form to yarn and twisting at a fixed interval; 

7. Winding – quality sorting; 

8. Setting – high-temperature steaming to bring an end to curled state; and 

9. Packing – packing in accordance with types of sale. 

 

To meet quality standards for yarn demanded in international markets and to maximize the 

potential of the quality of the Ugandan cotton lint, it is proposed that the machinery be state-of-

the art Ring Spinning technology and preferably imported from Rieter Machine Works Ltd 

(Switzerland) and Murata (Japan). Total load will be 2,400kW and 19,200Ring spindles. It will 

comprise of the following: 

Table on Cotton Yarn Spinning Mill Machinery and Equipment 

 

Source: “Techno-economic Feasibility Study for a Cotton Yarn Spinning Mill in the Republic of 



Uganda”, report prepared by Gherzi (of Switzerland) for the Ministry of Tourism, Trade and 

Industry, September 2006 

Estimated Total Investment Costs  

Table on Total Investment

  

Main Production Inputs Locally Available 

Cotton Lint at US$ 1.25 per Kg, including transportation from anywhere in Uganda 

Selected Factor Costs 

a) Proposed Infrastructure 

Underlying assumptions are: 

a) Cotton Yarn buyers, through brokers, will arrange for transportation of the yarn from the 

factory. 

b) All waste will be treated and neutralized on site; and 

c) Electricity tariffs will get lower by 2012 when a new 250MW Bujagali Hydro Power Station is 

commissioned and oil drilling in Western Uganda will have commenced. 

  



b) Selected Indicative Infrastructure Costs

 

Note: The proposed cotton yarn spinning mill falls under Large Industry Category 

c) Estimated Utilities Costs for the 1st Year of Production

 

  



d) Proposed Labour Costs

Preliminary Financial Viability Analysis of the Proposed Investment 

a) Assumptions 

The following are the underlying assumptions: 

• 300 working days, 3 shifts per day, 8 hours per shift. 

• Production will be 70%, 80%, 90% and 95% in the 1st, 2nd, 3rd and subsequent years of 

production. 

• Investor will bring 20% equity funds and balance will be a loan. 

• Funds will be borrowed in US$ from a development bank at US$ interest rates not exceeding 

10% for a period of 5 years, including 1 Year of Grace Period. 

• The investment will be granted a Tax Holiday of 10 years if it exports 80% of its products, as 

per envisaged plan. 

• The 1st year of production will require 3,504,000 Kgs of cotton lint and it is estimated each Kg 

will cost US$ 1.25. 

• Corresponding 1st year of production packaging materials will cost US$ 228,000. 

• The 1st year of production at 70% will offer for sale combed cotton yarn as follows: 1,156,320 

Kgs of Count 20/1, 1,927,255 Kgs of Count 30/1 and 420,480 Kgs of Count 40/1. 

• Combed yarn will be sold at US$3.70 per Kg for Count 20/1, US$ 3.80 per Kg for Count 30/1 

and US$ 4.20 per Kg for Count 40/1. 

 

 

 



 

b) Estimated Production Costs and Operating Expenses for 1st Year of Production

 c) Estimated Annual Sales Revenues for 1st Year of Production

 

Proposed implementation schedule  

 
 

Production will commence in the 2nd year of implementation at 70% capacity utilization. Sales 

will also commence in the 2nd year of implementation. 95% production capacity will be attained 

in the 5th year of  

implementation and sales are expected to reach US$ 18,142,000. 

It is necessary to have all funds mobilized in the 1st year of project implementation. Working 

Capital for at least the 1st six (6) months must be in place before production commences. All 

staff required need to be trained and availed by the end of the 1st year of implementation. 

 

 



Financial Analysis 

a) Profitability

 

With continued profitability, Payback Period = 6 Years. 

b) Feasibility 

 
NPV = US$23,763,000 

 

2.3 Cotton ginning with absorbent cotton wool production 

Purpose of the Project  

To add more value to seed cotton in one facility by processing it into (a) Cotton lint for export; 

and (b) Absorbent cotton wool and cotton seeds for the domestic market. 

Seed cotton is ginned to cotton lint and fibre/ cotton waste (up to a maximum 42 percent 

depending on the type of ginnery and seed cotton quality) and cotton seeds (up to a maximum of 

58 percent. Cotton lint is normally processed to yarn and textiles. Cotton seeds can be further 

processed to get cotton seed oil, animal feeds, husks and fibre. Cotton lint and cotton waste can 

also be processed into medical grades absorbent cotton wool. 



 
Figure 3: Value Chain Process Chart 

 

Projected Capacities, Sales and Preferred Technology 

a) Planned Products 

At full capacity, the plant will annually produce: 

(a) 1,584MT of cotton lint for export; and 

(b) 600MT of absorbent cotton wool and 4,200MT of cotton seeds for the domestic market. 

Production will start at 50% capacity in the first year of operation but is expected to rise to 60%, 

75% and 90% in the 2nd, 3rd and subsequent years of production with increased growing of seed 

cotton in Uganda. 

 

b) Technological Options 

Ginning 

Cotton ginning involves separating cotton fibre from its seeds – 1 bale (560 Kgs) of seed cotton 

gives you 1 bale (185 Kgs) of cotton lint, 350 Kgs of cotton seeds and the balance is husks and 

linters. A ginnery with 20 double roller gin stands, automatic bale press and a capacity for 

12,000 bales of seed cotton per annum is proposed to produce superior fibre with excellent 

spinning potential. Most of the machinery can be acquired from India and/ or China. 

  

 Table on Cotton Ginning Production

 
  

 



Absorbent Cotton Wool Production Line 

Cotton lint is processed through a series of steps that render the cotton hydrophilic in character 

and free from external impurities – conversion ratio of lint to cotton wool is 100:95. A 300 

Metric Tone (MT) facility with a capacity to consume 1,720 – 3,440 bales of lint per annum, 

with double shifts per day, is proposed. The machinery and equipment can be purchased from 

National Machinery Manufacturers Ltd, Ramesh Safe Carding Works, and Machinery 

Manufacturers Corporation of India. Alternative sources also exist in China.  

 

Table on Absorbent Cotton Wool Production Line

 
  

Estimated Total Investment Costs (US$ „000) 

Total Investment

 
 

 



Main Production Inputs Locally Available 

Raw Materials

 
 

Selected Factor Costs 

a) Proposed Infrastructure 

Selected Indicative Infrastructure Costs

 

Note: The proposed plant falls under Medium Industry Category 

b) Estimated Utilities Costs for the 1st Year of Production 

 
 

 



c) Proposed Labour Costs 

Estimated Personnel Costs for the 1st Year of Production

 

Note: The bulk of the ginnery supervisors, technicians and general labourers are only needed in 

January to March when ginning is taking place. 

Preliminary Financial Viability Analysis of the Proposed Investment 

a) Assumptions 

The following are the underlying assumptions: 

1. Ginnery will initially operate at 50% installed capacity in the 1st year of production. The 

production capacity will increase to 60%, 75% and 90% in the 2nd, 3rd and subsequent year with 

increased production of seed cotton throughout the country. 

2. Purchasing of seed cotton normally takes place during November, December and January 

3. Ginning with excellent output, normally takes place in January to March. 

4. Ginnery fixed costs calculated on 6,000 bales of lint (to be purchased in November, December 

and January) that require crop finance of about US$ 1.0 Million at a farm gate price of US$ 30 

cents for the 1st year of production. 

5. Exchange rate used is US$ 1.00 = UGX 2,000. 

6. The production capacity of the absorbent cotton production line is based on single shift 

working for 300 working days per annum for the 1st year of production. 

7. Conversion rate of lint to cotton wool of 95%. 

8. Investor contributes 75% equity and the balance will be a US$ bank loan. 

9. Funds will be borrowed in US$ from a development bank at US$ interest rates not exceeding 

10% for a period of 5 years, including 1 Year of Grace Period. 

10. The investment will be granted a Tax Holiday of 10 years if it exports 80% of its products, as 

per envisaged plan. 

11. Selling prices are taken as: (a) US$ 1.143 per Kg of cotton lint (19 June 2009 Cot look); (b) 

US$ 3.40 per Kg of cotton wool; and (c) US$ 0.13 per Kg of cotton seeds. 



b) Estimated production costs and operating expenses for 1st year of production

 
 

c) Estimated Annual Sales Revenues for 1st Year of Production at 50%

 
 

Organisation and Management Aspects 

Production will commence in January of the 2nd year of implementation at 50% capacity 

utilization. Sales will also commence in the 2nd year of implementation. 90% production 

capacity will be attained in the 5th year of implementation and total sales are expected to reach 

US$ 4,650,000. It is necessary to have all funds mobilized in the 1st year of project 

implementation. It is also important to have the Working Capital for at least the first three (3) 

months before production commences. All staff required need to be trained and availed by the 

end of the 1st year of implementation. 

 

d) Proposed implementation schedule 

 
  

  



Financial Analysis 

a) Profitability 

 
With continued profitability, Payback Period = 6 Years 

 

b) Feasibility 

 
NPV = US$8,671,000  

  

2.4 Cotton Ginning with Cotton Seed Oil and Animal Feed Production 

Purpose of the Project 

To add more value to seed cotton in one facility process it into (a) Cotton lint for export; and (b) 

Cotton seed oil and animal feeds for the domestic market.Seed cotton is ginned to cotton lint and 

fibre/ cotton waste (up to a maximum 42 percent depending on the type of ginnery and seed 

cotton quality) and cotton seeds (up to a maximum of 58 percent. Cotton lint is normally 

processed to yarn and textiles. Cotton seeds can be further processed to get cotton seed oil, 

animal feeds, husks and fibre. Cotton lint and cotton waste can also be processed into medical 

grades absorbent cotton wool. 

  



 
  

  

Proposed Projected Capacities, Sales and Preferred Technology 

a) Planned Products 
At full capacity, the plant will annually produce: 

a) 2,220MT of cotton lint for export; and 

b) 691MT of cotton seed oil and 2,880MT of cotton seed cake/ animal feeds for the domestic 

market. 

Production will start at 50% capacity in the first year of operation but is expected to rise to 60%, 

75% and 90% in the 2nd, 3rd and subsequent years of production with increased growing of seed 

cotton in Uganda. 

 

b) Technological Options 

Ginning 
Cotton ginning involves separating cotton fibre from its seeds – 1 bale (560 Kgs) of seed cotton 

gives you 1 bale (185 Kgs) of cotton lint, 350 Kgs of cotton seeds and the balance is husks and 

linters. A ginnery with 20 double roller gin stands, automatic bale press and a capacity for 

12,000 bales of seed cotton per annum is proposed to produce superior fibre with excellent 

spinning potential. Most of the machinery can be acquired from India and/ or China. 

  



 

Table on Cotton Ginning Production

 
 

Cotton Seed Oil and Cotton Seed Cake/ Animal Feed 
In the first stage of chemical refining, after crushing of the cotton seeds, a separator separates the 

soap stock from the fatty acids neutralized by acid and caustic soda. The second stage of re-

refining the oil then follows - this is a second treatment of the oil with caustic soda to remove as 

much as possible of the gossypol. Gossypol is a pigment which gives raw cotton seed oil an 

almost black colour. In the third stage, another separator performs the task of removing the 

washing water from the oil which has been washed with hot water. The pure cotton seed oil can 

now be dried, bleached and deodorized. The processing of cotton seeds gives you about 12 

percent cotton seed oil, 50 percent seed cake and the balance is again husks and linters. A 

480MT (cotton seeds) per month oil mill is proposed and the majority of the machinery can be 

imported from India and/ or China. 

 

 

 

 

 

 

 

 



Table Cotton Oil Mill 

 
 

Estimated Total Investment Costs

 
 

Main Production Inputs Locally Available

 
  

Selected Factor Costs 

a) Assumptions  

Underlying assumptions are that: 

• Rain water will be collected on site and stored for use by the plant; 

• A borehole will also be sunk on site for additional water; 

• The plant will have its own waste disposal facility that will include a septic tank and soak pit; 

• All waste will be treated and neutralized on site; and 

• Electricity tariffs will get lower by 2012 when a new 250MW Bujagali hydro power station is 

commissioned and oil drilling in Western Uganda will have commence 



b) Selected Indicative Infrastructure Costs

 

Note: The proposed plant falls under Medium Industry Category 

 

c) Estimated Utilities Costs for the 1st Year of Production

 

Note: The boilers of the cotton oil mill will be fired by the cotton husks and linters 

 

d) Proposed Labour Costs 

Estimated Personnel Costs for the 1st Year of Production



  

Note: The bulk of the ginnery supervisors, technicians and general labourers are only needed in 

January to March when ginning is taking place. 

 

Preliminary Financial Viability Analysis of the Proposed Investment 

a) Assumptions  

The following are the underlying assumptions: 

1. Ginnery will initially operate at 50% installed capacity in the 1st year of production. The 

production capacity will increase to 60%, 75% and 90% in the 2nd, 3rd and subsequent year with 

increased production of seed cotton throughout the country. 

2. Purchasing of seed cotton normally takes place during November, December and January 

3. Ginning with excellent output, normally takes place in January to March. 

4. Ginnery fixed costs calculated on 6,000 bales of lint (to be purchased in November, December 

and January) that require crop finance of about US$ 1.0 Million at a farm gate price of US$ 30 

cents for the 1st year of production. 

5. Exchange rate used is US$ 1.00 = UGX 2,000. 

6. 480MT per month (of Cotton Seeds) Cotton Seed Oil Mill operating at 50% capacity – only 

one 12 Hours shift per day for the 1st year. 

7. Conversion rate of cotton seeds to cotton oil and cake/ animal feed is 12% and 50% 

respectively 

8. Investor contributes 80% equity and the balance will be a US$ bank loan. 

9. Funds will be borrowed in US$ from a development bank at US$ interest rates not exceeding 

10% for a period of 5 years, including 1 Year of Grace Period. 

10. The investment will be granted a Tax Holiday of 10 years if it exports 80% of its products, as 

per envisaged plan. 

11. Selling prices are taken as: US$ 1.143 per Kg of cotton lint (19 June 2009 Cotlook); US$ 

1.35 per Kg of cotton seed oil; and US$ .30 per Kg of animal feeds. 

 

b) Estimated Production Costs and Operating Expenses for 1st Year of Production

 

  



c) Estimated Annual Sales Revenues for 1st Year of Production at 50%

 
 

Organisation and Management Aspects 

Production will commence in January of the 2nd year of implementation at 50% capacity 

utilization. Sales will also commence in the 2nd year of implementation. 90% production 

capacity will be attained in the 5th year of implementation and total sales are expected to reach 

US$ 4,070,000. It is necessary to have all funds mobilized in the 1st year of project 

implementation. It is important to have the Working Capital for at least the 1st three (3) months 

before production commences. All staff required need to be trained and availed by the end of the 

1st year of implementation. 

  

Proposed implementation schedule 

 
  

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Financial Analysis 

a) Profitability 

a)  

With continued profitability, Payback Period = 7 Years 

b) Feasibility 

 
NPV = US$ 8,149,000 

  

3.0 OTHER CONSIDERATIONS AND ADDITIONAL INFORMATION 

3.1 Location  

It is preferred that the proposed projects will be located in cotton growing areas of Masindi, 

Nebbi, Arua or Gulu where ginning facilities are inadequate. 

 

 

 



3.2 Environmental Issues 

The absorbent cotton production line has a modern equipment system fully equipped with a 

state-of-art filtering dust system that expels only cleaned air. The effluent water will be treated 

suitably to reduce the PH value to neutral. Pollution from ginning activity – linters & dust is 

neutralized in the condenser. 

The investor will carry out an Environmental Impact Assessment (EIA) and submit an EIA 

report to the National Environment Management Authority (NEMA) for approval before 

commencement. NEMA always assists investors so that they can commence operations as soon 

as possible. 

 

3.3 Special Conditions 

Investor to get a ginnery certificate from Cotton Development Authority (CDO) before 

operations commence. 

  

4.0 USEFUL CONTACTS 

Main Contact 

Uganda Investment Authority 
Twed Plaza 

Plot 22B, Lumumba Avenue 

P.O. Box 7418, Kampala 

Tel: +256 414 301 000 

Fax +256 414 342 903 

Email: info@ugandainvest.go.ug 

Website: www.ugandainvest.go.ug 

 



Government Agencies 

 
  

  

Private Sector Associations 

 
  



  

  

Banking 

 


