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GLOSSARY OF EVALUATION RELATED TERMS

Term

Definition

Conclusions

Conclusions point out the factors otess and failure of the
evaluated intervention, with special attention gaithe intended
and unintended results and impacts, and more ggnterany
other strength or weakness. A conclusion drawsata cbllection
and analyses undertaken, through a transparemt ohai
arguments.

Effectiveness

The extent to which the developm@ervention’s objectives
were achieved, or are expected to be achievedhgakio account
their relative importance.

Efficiency

A measure of how economically resouricgsits (funds,
expertise, time, etc.) are converted to results.

Impacts

Positive and negative, primary and secgridag-term effects
produced by a development intervention, directlindirectly,
intended or unintended.

Indicator

Quantitative or qualitative factor or \dale that provides a simpl
and reliable means to measure achievement, tectéfie changes
connected to an intervention, or to help assespahfermance of
a development actor.

Institutional
development impac

The extent to which an intervention improves or kezes the

1 ability of a country or region to make more effitigequitable,
and sustainable use of its human, financial, atgralresources,
for example through: (a) better definition, stapijliransparency,
enforceability and predictability of institutionairangements
and/or (b) better alignment of the mission and capaf an
organization with its mandate, which derives frévase
institutional arrangements. Such impacts can irelatended and
unintended effects of an action.

Lessons learned

Generalizations based on evaluatjperiences with projects,
programs, or policies that abstract from the specifcumstances
to broader situations. Frequently, lessons highkgfengths or
weaknesses in preparation, design, and implementttat affect
performance, outcome, and impact.

Logframe

Management tool used to improve the designterventions,
most often at the project level. It involves idéyitig strategic
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Term

Definition

elements (inputs, outputs, outcomes, impact) aeid tausal
relationships, indicators, and the assumptionssks that may
influence success and failure. It thus facilitgglsining, executior
and evaluation of a development intervention. Relaerm:
results based management.

Outcome

The likely or achieved short-term and mexdierm effects of an
intervention’s outputs. Related terms: result, atgpimpacts,
effect.

Outputs

The products, capital goods and servicéshwksult from a
development intervention; may also include chamgesiting
from the intervention which are relevant to theiacdment of
outcomes.

Recommendations

Proposals aimed at enhancingféatieéness, quality, or
efficiency of a development intervention; at redasig the
objectives; and/or at the reallocation of resources
Recommendations should be linked to conclusions.

Relevance

The extent to which the objectives af\eetbpment intervention
are consistent with beneficiaries’ requirementsinty needs,
global priorities and partners’ and donors’ pokcie

Note: Retrospectively, the question of relevanterobecomes a
question as to whether the objectives of an intdigr or its
design are still appropriate given changed circantsts.

Results

The output, outcome or impact (intendeghantended, positive
and/or negative) of a development interventionakel terms:
outcome, effect, impacts.

Sustainability

The continuation of benefits frordevelopment intervention aftg
major development assistance has been completedorobability
of continued long term benefits. The resiliencegk of the net
benefit flows over time.
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EXECUTIVE SUMMARY

This evaluation focuses on the project ‘Technicssi8tance Project for the Up-grading
of the Ethiopian Leather and Leather Products ltngiu§TE/ETH/08/008 — referred to
as “Project”) but takes also into account previddIDO projects in the Ethiopian
leather sector. The majority of these interventidnsluding the one at stake, were
funded by the Italian Cooperation, one of UNIDO’aimdonors.

The Project has been implemented by UNIDO betwé$® 2nd 2012 in cooperation
with the Ministry of Trade and Industry (MoTI). ThHmudget amounts to 2.6 million
euros. The evaluation was conducted between ManchMay 2012 by Professor
Tegegne Gebre-Egziabher. In July 2012 Mr. Stefamf®dr and Mr. Amanuel Kussi
conducted complementary research on poverty isshhesnformal leather sector and
spillovers from subcontracting.

The Project has adopted a comprehensive and “siSteapproach, which is

commendable since the sector requires multi-franérventions, including policy

interventions, for improved competitiveness. The v&aoment adopted this
comprehensive approach in its sector strategy,doase “Master Plan” for the leather
sector drafted by UNIDO under a previous projec@05. The project implements
important parts of this “Master Plan”.

At country level, the main purpose of the Projeas lheen to upgrade the leather and
leather products industry by catalyzing changeghm sector. The “Master Plan”
introduced technical benchmarking as a powerfulhoetto create awareness of
international excellence standards and a positititude of competitiveness among
producers. The Government decided to entrust timr&ld_eather Research Institute of
India (CLRI) with the practical implementation olet benchmarking method at
company level.

This evaluation has ascertained that the projegtel aligned with the government
policy and is fully owned by stakeholders at thghleist level. The initial planning of
the project included capacity building at the nadio leather institute LIDI,
multidisciplinary support to a number of pilot fades in the shoe industry and support
to the large numbers of Micro and Small/Medium Epntises (MSMES), which make
up for half of Ethiopia’s shoe production, althouglany of them are still in the stage
of “informality”.

Project relevance for LIDI and the formal sectorswagh. However, relevance for
shoe manufacturers in the informal sector was diiaally reduced when the Project
Steering Committee decided to redefine projectrpiigs and refocus on the “modern”
sector. Relevance for informal shoe manufactureas, inowever, partially restored



again at the end of 2011 when the Ethio-Internalidfootwear Cluster Cooperative
Society (EIFCCQOS), the leading association of MSNiE$he shoe sector, requested
UNIDO to assist a cluster of small shoe manufactueg the newly built EIFCCOS
premises in Yeka. This assistance was still ongdunghg the evaluation.

The bulk of the Project aimed at improving the @iyaof the sector by imparting
skills, introducing new products, introducing gtyalassurance, creating exposure to
international markets and improving the managensmt marketing operations of
firms. This approach has been implemented by fogusen selected factories and the
LIDI. The Project has fielded several experts aftdirsed skills transfer in different
areas of operation.

At company level, the Project provided differenpag of support that resulted in
productivity gains in some companies, increasedlyxd collections and developed
brands and promotional materials.

The marketing component aimed to enable firms wpadiore aggressive marketing
methods as a condition to enter international aattbnal markets. Building on earlier
experience under the “Taytu - Made in Ethiopiatiative the marketing experts of the
Project developed brands and other promotionalstdof a number of factories.
Beneficiaries recognized the quality of the supwt not all of these Project inputs
are in practical use.

At the productivity front, the Project decided to lgeyond technical benchmarking and
to promote innovative tools and methods for sugplgin management. A pilot activity
at one of the shoe factories tested a rather sigatesd Enterprise Resource Planning
system (ERP) that is widely used in Italian shoetdiaes. The pilot experience
showed, however, that this technology was not qafipropriate under the given
circumstances. Upscaling the experience to othenpemies was therefore not
envisaged. The experience helped the project togehatrategy and to use a less
sophisticated Open Source software that allows fmore step-by-step implementation
approach. At the time of the evaluation these systeere being up-scaled and started
to become operational in several factories.

Continuous capacity building of LIDI has been tleeand strand of the Project. The
assistance to laboratory accreditation was highlgcessful and enabled LIDI to
provide quality tests for the industry with theukf facilitating exports. The project
also aimed at building capacity at LIDI's marketiBDgectorate by transferring skills
on how to conduct marketing studies. However, thgpert provided was not in line
with LIDI priorities in this area and, as a resultPl does not make full use of this
project input. The Project did also provide supptst LIDI's Communication
Directorate, e.g. by developing the LIDI website.

By its product development activities the Projeetpled companies with developing
new collections and facilitated participation ofDLlI and selected enterprises in
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international fairs. These product developmentvdiEs could, however, been better
associated with building the capacity of LIDI's fleer goods product development
center. The trainings in the communication depantnaad the implementation of an
ERP for human resource planning have the potetttiahprove the management and
communication capacity of the Institute.

The Steering Committee mechanism of the projectefi@stive and ensured excellent
ownership at Government level. However, the propgeud its institutional partners
encountered difficulties to translate the oriemiasi of the Steering Committee into
operational decisions. Ownership at institutionadl @ompany level was affected by
these difficulties. As a result of these difficaktj the Project did not fully reach all of
its capacity building objectives.

Interviews with stakeholders and partners indidht LIDI has still deficiencies in
technical skills and its ability to pioneer newtiaologies in the sector. Despite efforts
made to improve its industry linkages through regtiring and capacity building, the
Institute still awaits more work in this regard.rfPars of the sector see part of the
problem in the high turn-over of professionals thstitute is suffering from. In turn,
this high turnover is due to the weak incentiveidtire of the Institute. The Institute is
supposed to cover cost by its own incomes but te ttere is no evidence to what
degree this objective has been reached.

The Project relied rather heavily on inputs frorternational experts. Key informants
at LIDI perceived certain weaknesses of this apgrobecause they felt that the
transfer of knowledge from international expertd Bl and other local staff was not
always efficient. Apparently LIDI did not encountbe same absorption problems with
the long-term experts from the CLRI. This may aghint at the above mentioned
specific communication and coordination problems.

The evaluation found that the Project made plaastointributions to the increase of
leather and leather products exports from USD 6lfiomiin 2004/05 to USD 104

million in 2010/11. Such increase has of coursailted from a whole range of
projects, policies and programs. However, the guali UNIDO’s support in general

and the Project in particular is widely recognized.

Another positive trend initiated by UNIDO is theifsHrom raw material exports
towards exports of finished leather, shoes andchégagjoods. The tanneries’ export
capacity for finished leather has been very muchuenced by earlier UNIDO
interventions. Under the current Project, effoidsassist selected tanneries with
improving their finishing techniques made additiooantributions. For shoe exports,
the focus on improving the technical capability ppbducing shoes in general and
ladies shoe in particular is a contribution of Breject.

Overall the Project can claim to have made contidipg to job creation and poverty
reduction although there are no concrete figureslave. However, possible poverty
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effects have been reduced by the decision of therfay Committee to withdraw the
Project from its initial focus on MSMEs. It shouddlso be pointed out that poverty
reduction will remain limited as long as the veoylwage levels in the leather sector
and in particular in the shoe industry continuexast.

Main recommendations

Recommendations to the Government and UNIDO

Design an innovative follow-up project

There is scope for an innovative follow-up projdttis advisable that such a project
should pursue the sector-wide and systemic approathe present project but also
bring in innovative elements. While a certain antooihcontinuity is necessary, the
follow-up project should not be just “more of there”. To ensure the design of the
future project takes into account the interests@matities of all relevant stakeholders,
the Government should set up a multi-stakeholdernaittee including, inter alia, the
following organizations: Mol, LIDI, ELIA, EIFCCOSFeMSEDA, AAMSEDA and
UNIDO to accompany and steer the design of theréuproject. The Government
should also set up the necessary donor coordinatechanisms to ensure synergies
with other donor initiatives. The future leathepject should envisage the following
five priorities:

1. Review and update 2005 Master Plan for the leatieetor and set up a
mechanism for monitoring its implementation;

2. Support LIDI to provide state-of-the-art supportveses to the Ethiopian
leather and leather products industry;

3. Provide technical assistance to MSMEs through EIG6@&Gnd other possible
channels;

4. Assist the “tannery town” in Modjo with building @dmmon waste water
treatment plant;

5. Support the Ethiopian footwear and leather produddsstry for better access
to export markets, improved bargaining power witteinational buyers and
increased profit margins and knowledge transfer mfrosubcontract
arrangements.
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Recommendations to UNIDO
Consider the systemic approach as a possible model

The multidisciplinary systemic approach adoptedenriie Project included policy
support; capacity building of a technical centresting laboratory and quality
control; company upgrading; export market develapime subcontractor
development; “cleaner production”; and cluster depment. The UNIDO
management should consider this approach as a nfodebther sector wide
“industrial upgrading” initiatives in other courgs.

Make use of all relevant UNIDO competencies

There is still room for improvement under a possititure leather programme in
Ethiopia. Close cooperation and synergies shouldodnié with other ongoing
projects in Ethiopia, in particular the SPX projedoreover, the responsible
UNIDO agro-industry branch should mobilize relevaxperience from other
UNIDO branches in areas such as: policy support polity benchmarking;
industrial diagnosis and upgrading, in particulagreen upgrading” (case of
Senegal); and cluster development and twining.

Adopt a more participatory approach to capacity bulding

Under a future project, UNIDO should discontinue practice of providing direct
support services to companies for web-site devetopiogo design, preparation
of business etc. Instead, UNIDO should strengthencapacity building aspect of
its support, better align its activities with LIQdlans and programs and fully
recognize LIDI as the responsible government iattih for leading the industry.
UNIDO should adopt, wherever possible, elements“radtional execution”.

However, this would require that not only UNIDO o LIDI adopts the highest
standards of transparency and accountability @e@mmendation to LIDI below).

Better balance of international and national experise

The current project had a certain bias towardsgusgiternational expertise. A
better balance of international and national exgertvould be recommendable.
There is room for UNIDO to make a better use ofiloexpertise from different
sources. UNIDO should screen and identify moreesyatically relevant expertise
in LIDI, in the industry and in the country.
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Considerations submitted to Government and LIDI marmgement
Independence and accountability

The Government and LIDI management might want taswer strengthening
LIDI's institutional independence, which would fhigite adoption of modern
management methods based on results based incenlivey might also want to
consider using external auditors on a regular bagigch could be a way to adopt
the highest standards in accounting and transparé&uch measures would instill
the necessary confidence to donors to move towdndgional execution”
modalities and implement greater parts of theihmézal assistance through LIDI
subcontracts.

LIDI Laboratory

The accreditation of the LIDI laboratory is a magahievement. LIDI management
should support the laboratory with adopting stdtéie-art management
approaches that are inspired by private sectortipesc To become fully
sustainable the laboratory should have an indepermelget from which all costs
should be borne, including accreditation and maiutee costs. Furthermore, LIDI
management should grasp opportunities to promote services of the LIDI
laboratory at sub-regional and regional levels.

Complement export promotion by internal market devédopment

The Government might want to consider complemeniisgfocus on export
promotion with policy measures aiming to also depethe internal markeBy
developing its internal market, the Ethiopian foeavand leather products industry
could improve its profitability and, ultimately, sitcompetitiveness on export
markets.
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1. Introduction

The project ‘Technical Assistance Project for thegdading of the Ethiopian Leather
and Leather Products Industry’ (TE/ETH/08/008) baen implemented by UNIDO
between 2009 and 2012 in cooperation with the Nhpi®f Trade and Industry
(MoTlI). The project budget amounts to 2.6 millioargs.

While focusing on the above mentioned project, éviagluation takes also into account
previous UNIDO projects in the Ethiopian leathectse The majority of these
interventions, including the one at stake, wered&thby the Italian Cooperation, one
of UNIDO’s main donors.

1.1 Objectives of the Evaluation
The evaluation aims to inform the Government, tvead and UNIDO on:

» the relevance of and the extent to which the UNEx@vities were in line with
the priorities and policies of the government ohigpia and the various
stakeholders in the leather sector;

» the effectiveness of the project in attaining ibgectives and outputs;

» the prospect for development impact;

* the long term sustainability of the results anddfiés; and

» the efficiency in implementation.

More specifically the evaluation should come uphvabncrete recommendations for a
possible follow-up project.

In line with the common development priorities bétGovernment of Ethiopia, of the
donor and of UNIDO, the evaluation gives particuEnphasis to the potential
contributions of the interventions to poverty retic.

The evaluation was conducted between March and 204y by Professor Tegegne
Gebre-Egziabher. In July 2012 Mr. Stefan Pfanner Mn Amanuel Kussi conducted

complementary research on poverty issues, thenm#bteather sector and spillovers
from subcontracting. Their contributions are retiéekcin the respective chapters of this
report.

The evaluation was coordinated by Peter Loewe,d8étaluation Officer of UNIDO
who participated in the initial round of interviewegether with Professor Tegegne and
who compiled this report from the various sourcemtioned above.

'The project preceding the one under evaluation here focused on capacity building of the national
leather institute. It was independently evaluated in 2007. This evaluation is referred to under chapter
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None of the experts has been involved in the planror implementation of the
activities under evaluation.

The evaluation was carried in compliance with theIDO evaluation policy and
guided by the terms of reference (see annex A).

1.2  Methodology

The evaluation has been conducted in parallel wittroader thematic evaluation of
UNIDOQO’s activities in the area of “Industrial Upgliag”. This thematic evaluation
covers the different UNIDO approaches to “Industdagrading” as shown in Figure
1.

Channel upgrading
(MICRO)

Process, product and
_ functional upgrading
e o RS

7 Policy framework and
business environment

N o ]
Cluster upgrading / fJ -y ‘nSHl'IJU(CIJEl upgrading

50)
(MICRO) Intemational!fl."agional policy

context &Iinsti'tutions
/
|
.‘°|..

Policy upgrading
(MACRO)

Figure 1: Dimensions of Industrial Upgrading

The evaluation adopts the broad based conceptamhefvork of the thematic
evaluation, which is well adapted to the multi-iee interventions of the project
under evaluation.

The evaluators conducted extensive desk reseagehbfbliography in Annex G) Key

informants were interviewed including the State igtier, the Italian Cooperation

Office, the UNIDO project manager, the project taamddis Ababa, LIDI, ELIA and

a wide range of beneficiaries (see annex B forgreysnet). The evaluators also met
representatives of other development agencies andrs, as well as international

buyers.



1.3 Structure of the Report

Following the introduction, section 2 presents thesrall country context and the

situation of Ethiopia’s leather industry. It givparticular emphasis to poverty issues
and the income situation of Ethiopian leather wosk&ection 3 provides an overview
of UNIDO interventions in Ethiopia’s leather sect8ection 4 describes the project at
stake in greater detail by discussing project idieation, project plans and design and
the strategy of intervention. Section 5 presentsjept achievements in different

intervention areas. Section 6 is the assessmetibisechere observations are provided
pertaining to the DAC criteria of relevance and evahip, efficiency, effectiveness

and impact and sustainability. Section 7 contaires ¢onclusions, recommendations
and lessons learned.



2. Country context

2.1 General context

With a population of 84 million in 2012 Ethiopiatise second largest country in Sub-
Saharan Africa. Itis a federal country composkdirme regional governments and two
city administrations. Most (84%) of its peopleliin rural areas making agriculture to
be one of its dominant economic sectors. Agricalttontributed 42% of the GDP in
2010/11 coming second to the service sector (46¥he manufacturing sector stands
at 13% in 2010/11 and is rather small and undetdpee. This sector showed an
average growth performance of 10% between the y&€§4/05-2010/11 (Table 1).

Table 1: Real GDP (in Birr)?, shares of sectors and annual growth

2004/05 | 2005/06| 2006/07  2007/08 2008/09 2010/11 erdge

2004/5-
2010/11

Real GDP| 83,804 |93,474 |104,499 | 116,190 | 127,844 | 141,187 | 111,166

(millions

birr)

Growth in| 12.6 115 11.8 11.2 10.0 104 11

real GDP

Share in GDP (in percent)

Agriculture | 47.4 47.1 46.1 44.6 43.1 42.0 45

Industry 13.6 13.4 13.2 13.0 13.0 13.0 13

Services 39.7 40.4 41.7 43.5 45.0 46.1 43

Annual growth

Agriculture | 13.5 10.9 9.4 7.5 6.4 7.6 9.0

Industry 9.4 10.2 9.5 10.0 9.9 10.6 10.0

Services 12.8 13.3 15.3 16.0 14.0 13.0 14.0

Source: National Bank of Ethiopia (NBE) 2009/106P.
Human Development and Multidimensional Poverty Indces

According to UNDP, Ethiopia’s Human Developmentdrdor 2011 is 0.363, in the
low human development category, positioning thentguat 174 out of 187 countries.
88.6 per cent of the population suffer multiple megtions. The Multidimensional
Poverty Index (MPI), which is the share of the gapian that is multi-dimensionally
poor, adjusted by the intensity of the deprivatjos®.562. (UNDP 2011)

2 Exchange rates per 30" June 2012: Birr 100 = Euro 4,43; Birr 100=US $ 5,61



National poverty line in urban areas

The Central Statistical Agency (CSA)f Ethiopia regularly conduct$lousehold
Income Consumption & Expenditure (HIC&H)d Welfare Monitoring (WM) Surveys
the last in 2010/2011. These surveys informed #geentReport on Poverty Analysis
published by theMinistry of Finance and Economic Developm@ioFED 2012). It
states, that 25.7 % of the population is livingawekhe national poverty line and 27.9
% below the food poverty line in urban areas. Caitvoices see these figures as being
overly optimistic. The national poverty line waslotdated to be Birr 3781/year in
2010/11. The inflation rate in the fiscal year 2@D1L2 has been 31.4 %. Taking this
inflation rate into account, the 2012 urban natigpwverty line could be estimated at
Birr 5512/year or about Birr 460/month (25 USD).

Food prices, seasonality and vulnerability

The Food Inflation Rate has been above 40 % iritsiehalf of 2012. A study on the
effects of the food price shock 2008 in urban Hilashows that many households had
to adjust food consumption in response. Househbisded by temporary workers
were among the most affected by high food pricakent and S6derbom 2011: 1) As
footwear production in the informal sector is higlsleasonal, workers are especially
vulnerable not only to food price shocks but atseising food prices due to inflation.
Interviews suggest that rising food prices arentost severe threat to poor households.

Unemployment and underemployment

The 2010urban employment/unemployment sur(@gA 2011a) estimates that 37% of
employment is created in the informal economy. Thgan unemployment rate was
estimated at 18,9%. The inactivity rate was esechaitt 40,6%.

Child labour

According to theDemographic and Health Survey 2011 (CSA 20liachddis Ababa
2,6% of children aged 5-11 and 15,8% of childreadagj2-14 are working outside the
family or household. In the leather industry chlbour occurs in the informal
economy, mostly in workshops of family or householembers.

2.2  Ethiopia’s Leather and Leather Products Industr  y (LLPI)

According to a recent CSA publication on livestodsources, Ethiopia has 53.4
million cattle, 25.5 million sheep and 22.7 milligoats (CSA, 2011). This puts the
country as one of the richly endowed countriesivastock resources. It is estimated
that the country can collect 3.7 million cattle ésd 8.4 million sheep skin and 7.7
million goat skin. The sheep skins are well known their quality. The goat skins in
particular are known for their quality and inteinatl acceptance. Both goat and sheep
skins are preferred for leather garments and glavasufacturing in addition to being



used for shoe upper. The resource endowment of ctntry illustrates the
considerable potential of the country in the leathdustry.

The tanning sector

Currently, there are 26 tannery industries in djpama(Table 2). The tanneries have
153,650 sheep and goat skin soaking capacity at&b@owhides soaking capacity per
day. Together they also employ 4577 persons. Rithidannery with 12,000 sheep
and goat skin and 1,200 cowhide soaking capacitly Ethio-Leather - ELICO with
15,500 sheep and goat skin and 1,050 cowhides repakipacity are the two largest
industries. Most tanneries seem to be working belapacity.

Table 2 : Tannery industries - Company profiles

No | Name of factory Location Soaking capacity per Number of
day employees
Sheep and | Cow hides
goat skin
1 Ethiopia tannery Mojo (Oromiya) 12,000 1200 682
2 Kolba tannery Mojo (Oromiya) 8,000 500 290
3 Gelan tannery Mojo (Oromiya) 3,000 0 87
4 Mesako Global tannery Mojo (Oromiya) 3,000 0 40
5 East Africa tannery Mojo (Oromiya) 8,000 0 92
6 Mojo tannery Mojo (Oromiya) 8,000 500 360
7 Friendship tannery Mojo (Oromiya) 10,000 1,000 100
8 Farida tannery Mojo (Oromiya) 7,000 0
9 Vasen United tannery Mojo (Oromiya) 5,000 0
10 | Bale tannery Debre zeit (Oromiya) 2,000 400 80
11 | Horatannery Debre zeit 7,000 0 210
12 | Ethio leather industry Addis Ababa 15,500 1050 1128
13 | Dire tannery Addis Ababa 6000 600 425
14 | Walia tannery Addis Ababa 5000 1000 150
15 | Batu factory Addis Ababa 8000 1000 360
16 | Addis Ababa tannery Addis Ababa 2400 1200 190
17 | Christal tannery Addis Ababa 1750 100 80
18 | China Africa tannery Sululata (Oromiya) 10,000 0 450
19 | Debreberhan tannery DebreBerhan (Amhata) 6,000 0 80
20 | Hafde tannery Sebeta (Oromiya) 6,000 250 430
21 | Blu Nile tannery Sebeta (Oromiya) 3,500 0 78
22 | Kombolcha tannery Komoblcha (Amhara) 6,000 0 145
23 | Mersa tannery Mersa (Amhara 6,300 325 161
24 | Sheba tannery Wukro (Tigray) 6,000 600 373
25 | Bahirdar tannery Bahirdar (Amhara 4,000 0 125
26 | Habesah tannery Bahirdar (Amhara) 4,000 0 112
Total 163,650 9725 4577

Source: LIDI, marketing department unpublished



The footwear sector

There are 13 large mechanized shoe industriesntlyria operation. Except for Sheba
all shoe factories are located in Addis Ababa daadeighbourhoods. Together, they
can produce about 10,000 pairs of shoes per day.

Table 3: Footwear industries - Company profile3

No Name of factory Capacity Number of
(Pair of shoes per day) employees
1 Anbessa shoe factory 3500 900
2 Ara shoe factory 720 plus 1,300 upper 450
3. Ramsay shoe factory 2,000 264
4. Jamica shoe factory 800 125
5. Kangaro shoe factory 420 193
6. Ras Dashen shoe factory 500 100
7 Peacock shoe factory 2,000 500
8 Tikur Abay 3,500 480
9 Walia shoe factory 1,000 250
10 Bostex shoe factory 250 75
11 New wing shoe factory 500 160
12 Christal shoe factory 500 60
13 Sheba shoe factory 800 400
Total (approximately) 10,000 >6500

Source: LIDI, marketing department unpublished

It is not easy to estimate capacity utilization Ipuany companies seem to operate
below their capacity. For instance in 2009/10, tagrand dressing of leather, luggage
and handbag industries were operating at 56 peoégrbduction capacity (COMESA,
2012). An earlier study showed that ttegacity utilization for shoe firms was, at the
time, as low as 48% (Tegegne, 2007). Such lowzatibn of capacity could arise from
a number of factors such as lack of raw materadk lof demand etc. On the other
hand, the existence of idle capacities indicatasttie sector has a potential to perform
better provided that constraints are overcome.

The leather goods and garment sector

The number of industries in leather garment aneéssmries has shown an increase in
recent times. Official statistics mention 13 leatheods and garment industries (LIDI,
2010) but the actual figures may be higher. Onlgently, dress glove making
industries have commenced production and expast.diiinvestments in Annex C:

Al companies located in Addis Ababa except Sheba, which is located in Wukro (Tigray).
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Employment in the leather and leather products seor

Statistical figures from the Central Statisticaledgy (CSA) show that the number of
large and medium scale manufacturers in the leadhdr leather products industry
(LLPN)* has increased from 53 to 114 between 2000 and @itfle 4). This increase
has been rather steady over the years but witlgrafisant peak for the two latest
available years. Employment figures show a sintiland and the same sharp increase
between 2009 and 2010. This seems to indicatethlatvorld economic downturn of
2008 did not have a dramatic impact on the LLFEihiopia.

Table 4: Large and medium scale manufacturing indusies

1999 — 2000 — 2001 - 2002 — 2003 —
2000 2001 2002 2003 2004
No. of establishments 53 54 52 56 65
LLPI total
No. of establishments 15 17 14 15 17
Leather, luggage and handbags
No. of establishments 38 37 38 41 48
Footwear
No. of employees 6,989 7,040 6,740 7,232 7,665
LLPI total
No. of employees 3,594 3,742 3,608 3,502 3,725
Leather, luggage and handbags
No. of employees 3,395 3,298 3,132 3,730 3,940
Footwear
Source: CSA 2005
2005 — 2006 — 2007 - 2008 — 2009 —
2006 2007 2008 2009 2010
No. of establishments 63 72 83 89 114
LLPI total
No. of establishments 18 18 15 17 31
Leather, luggage and handbags
No. of establishments 45 54 68 72 83
Footwear
No. of employees 7,914 8,351 8,586 8,750 10,707
LLPI total
No. of employees 4,050 3,793 3,703 3,635 5,056
Leather, luggage and handbags
No. of employees 3,864 4,558 4,883 5,115 5,651
Footwear

Source: CSA 2011c

* LLPI includes tanning and dressing of leather, luggage, handbags and footwear
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Comparative Position and Performance of the LeatheBector

In 2009/2010 the 114 LLPI establishments formed &%he total large and medium
industries in the country. With a total of 10,40%l employees, the sector contributes
about 6% of the total employment in the manufaogirsector of the country.
Compared to other sectors such as textile whiclorabsnearly 15% of the total
manufacturing labor force, the leather sector hdswer labor absorption capacity.
Tanning industries are capital intensive and empless labour. The footwear
industries are more labor intensive but are notynaard cannot absorb huge labor.

The efficiency of the leather and leather sectdusgtry measured in terms of the ratio
of value added to the gross value of product iselo{24.67%) than the national
average of 35.92% (Table 5). Within the sub-sedtw,footwear industry has higher
levels of efficiency than the tanning and leatheods industry. Value added per labor
or per wage bill as measures of productivity seémnbe less than half of the total
manufacturing sector in the country. The averaggewper labor in the footwear
industry (738.7 birr per month) is significantlyltw other industries. The tanning
industry (938.8 birr) however performs better. @erage, the leather sector seems to
be relatively less competitive in its levels ofie@#ncy and productivity and pays less
than the national average. This is a matter foiceom particularly in light of the need
to make the sector competitive in the global marked provides justification for
continuing development intervention.

Table 5: Efficiency and productivity levels, 2009/

Basic GVP (000 | Value Number Value | Value | Value | Monthly
wages birr) added of added | added | added | wage
and (000 employees| per per per per
salaries birr) GVP | labor | wage | labor
0 .
(000 (%) S_Joo L T
birr) i)
Tanning, 56,960 896859 186198 5056 20.76  36.827 3.26 938.8
luggage and
handbags
only
Footwear 50,093 742660 218314 5651 29.39 38.632 4.35 738.7
only
Aggregate 107,053 1639518 404512 10707 24.67 37.y80 3.Y7 2833
figures for
LLPI
Total 2,169,395 42,008,056 15093368 185086 35|92 815495 6| 976.7
manufacture

Source: CSA 2009/10 and own computations



Wages in the leather industry

Table 6 shows the development of jobs and averaggehty wages and salaries for the

sector since 2000.

Table 6: Average monthly wages and salaries in tHeather industry

1999 - 2000 — 2001 - 2002 — 2003 —
2000 2001 2002 2003 2004
Average monthly wages/salaries 631 714 756 667 590
LLPI total (in Birr)
Average monthly wages/salaries 748 967 1,008 866 664
Leather, luggage and handbags
Average monthly wages/salaries 507 557 466 480 518
Footwear
2005 - 2006 — 2007 — 2008 — 2009 —
2006 2007 2008 2009 2010
Average monthly wages/salaries 778 722 857 938 931
LLPI total (in Birr)
Average monthly wages/salaries 963 960 1,242 1,299 1,081
Leather, luggage and handbags
Average monthly wages/salaries 584 524 565 681 797
Footwear

Source: CSA 2005 and 2011c

Table 6 shows that, between 2000 and 2010 the gez@fanominal monthly wages and
salaries in LLPI increased from 631 birr to 931r.bifhis corresponds to a 50%
increase, which is far below inflation. During angar period (2002 to 2012) the
Consumer Price Index (CPI) increased by about 460%.

Table 7 shows the income distribution between uleskiworkers, skilled workers,
professionals and members of management in the LfoPI2009 in % of total

employees.

Table 7: Average monthly wages and salaries in tHeather industry (in Birr)

below | 200- 400- 600- 800- 1200- | 1600- | above
200 400 600 800 1200 | 1600 | 2000 | 2000
LLPI 05% | 20,5 27,8 16,8 17,9 8,3 3,6 4.6 ¢
Footwear 0,9% | 30,8 30,3 13,2 13,1 7,4 2,1 2,2
Tanning and 0% 25,1 20,6 23,1 9,3 53 7,20
other leather
products

Source: CSA 2011c
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Taking into account the above mentioned adjusteenpy level of 460 birr/month (25
USD), almost one third of the workers in the shodustry are “working poor”. One
shoe factory stated, that un- or low—skilled woskearn Birr 400-500 minimum.
Highly skilled workers can earn up to Birr 2000pfesssionals and members of the
management more. Another shoe factory is offering ar low-skilled jobs for Birr
500. A few professionals in this factory earn uBio 9000. Tanneries seem to have
slightly higher minimum wages. One tannery is pgyBirr 500-600 minimum and up
to Birr 7000 for professionals. Another tanneryseai wages and salaries by 25 %
within the last year to compensate for inflationl aeduce the loss of skilled workers to
the better paying construction sector. They pay B0 minimum.

Daily workers in one of the tanneries earn Birrgs day for work that is considered
not difficult and Birr 35 for more demanding or bhadous work. Daily workers in a
shoe factory (moccasin-stitchers) earn 1,50 Bimr/fa@p to 3 Birr/pair for complex
models). They are expected to stitch 15 — 16 gmarday. If they produce more, they
get 0,25 Birr extra/pair.

The persistently low wages in the shoe industry amesing scarcity of manpower.
Unskilled and even skilled workers start leaving #hoe industry for better paying
jobs, many of them in the construction sector. Vgagethe tannery sector tend to be
higher. One visited tannery has been raising ititrmmm wage to Birr 700.

“Cheap labour” is still being used as an argumerattract foreign investment. In 2008
a publication of theEthiopian Investment Agendgrgeting foreign investors for the

tanning sector explained: “With a population overr8illion, Ethiopia has abundant,

hard-working, inexpensive and easily trainable tafmvce. The average wage for
unskilled labor generally ranges from Birr 12-155J1.24-1.55) per day. The salaries
of fresh university graduates normally range fromr B000-1300 (US$ 104-135) per

month.” (EIA 2008: 5).

Export and import trade in leather and leather products

According to data from Mol shown in Table 8, thather and leather product exports
increased from 67 million USD to 104 million USDtlween 2004/05 and 2010/11.
Due to the financial crisis and other factors, ekgeclined in 2009/10 but picked up
heavily in 2010/11.

On average the leather and leather products indesintributed 5.9 % to the total
export earnings for the years 2004/05-2010/1 cpmeding to a slight decline, due to
other export items occupying significant positioims the country’s export mix.
According to FAO the global trade of light leatheas 16.6 billion USD in 2010.
Despite its impressive resource base, Ethiopiaésesin this trade is only about 6%.
But trends of the different product categories slioat crust, finished leather and shoe
exports increased while wet blue and pickle dedline fact, pickle and wet blue
exports ended in 2010 due to the government patwgh put heavy taxes on exports
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of wet blue, pickle and crust in order to encourpgeduction and export of finished

leather.

Table 8: Exports of leather and leather products (mlion USD)

Product category | 2004/05 | 2005/06| 2006/07 2007/08 089 | 2009/10 | 2010/11
LLPI* 66.9 75.3 89.5 101 75.7 56.5 101.34
Pickle 28.2 28.4 30.5 32.1 18.9

Wet Blue 21.9 28.7 27.1 29.3 15

Crust 9.4 10.5 195 17.7 23.1 37.7 70.14
Finished leather | 3.1 5.7 6.9 12.3 11.2 12.8 25.34
Shoe 3.4 1.6 55 9.7 7.2 5.7 8.64
Leather garment | 0.03 0.3 0.02 0.1 0.13 0.24
and articles

Total export ** 847.2 1000.3 1185.1 1465.7 1447.9 2003. 2747)1
LLPI export as 7.8 7.5 7.5 6.8 5.2 2.8 7,5

% of total export

*Source: LIDI, unpublished **Source: National bank Ethiopia, various annual reports,

Ethiopia’s share in the global footwear marketasér than its position in leather
trade. In the year 2010, Ethiopia accounted foB8% lof the total world production
while China and Italy, the two major producers, castded for 41.7% and 5.4 %.
Ethiopian leather products are mainly destined twoge and Asia. The share of
Europe in 2007/08 and 2008/09 was around 70% wAslan shares for the same years
were around 25%. America and Africa receive a \@ngall percentage of the export.
Italy (35%), Germany (19%) and China (15%) were ttivee most important export
destinations in 2008/09.

Table 9 illustrates Ethiopia’s negative trade bedafor shoes. For the period 2005-
2010, Ethiopia imported on average 25.6 million U®&bile its export for the same
period was only 4.9 million USD. The negative tr&a@dance reflects the high domestic
demand for shoes, which the national shoe industrgpparently unable to satisfy,
leading to foreign currency outflows of 20.7 miliJSD per year on average.

Table 9: Shoe import and export value of Ethiopiaift 000 USD)

Year 2005 2006 2007 2008 2009 2010 Averade
Import 23,067 | 25,101 |20582 |22259 |30,804 31860 | 22612
Export 805 2,349 6,040 7,650 6,114 6,449 4,901
Trade

'(Ola')‘snce 22263 | 22,752 | 14542 |14,609 | 24,690 25412 | 20711

Source: Ethiopian custom and revenue authority



FDI trends in the leather sector

Table 10 shows the total in-flow of FDI during thears 2003-2011 and the share of
the leather sector, which is miniscule in termswoimber of investments attracted and
total employment created. This shows that despe@aesource potential in the leather
sector, FDI is yet to come to the sector.

Within the leather sector, 55 projects have beemtgd investment licenses in the
country between the years 2003-20{se Annex C for details of the projects). These
investments have a total capital of 1.8 billionrkySD 109,133,000) They can
provide for 6288 permanent and 7206 temporary eynpdmt. Most of the licensed
projects are in the manufacturing of leather présl@nd tanneries. The projects are
found at different operational status. Accordinghe Ethiopian Investment Agency,

36 projects are in their pre-implementation st&ga) implementation stage and 14 in
operation stage.

Table 10: Trends in total FDI and FDI in the leathe sector in Ethiopia (2003-

2011)
Year Total FDI in the country FDI in the leather sector
No Capital in Perm Temp No of Capital Perm Temp
projects | 000 birr Empl. Empl. Projs. in Empl. Empl.
'000
Birr
2003 126 2,668,418 10,967 9933 2 37,682 182 32
2004 265 5,751,830 26,789 26,202 2 9p0 61 11
2005 323 4,797,171 14,815 32624 3 13,778 210 45
2006 414 37,119,450 | 44,336 59352 1 36,330 50 150
2007 679 18,537,727 123,221 179,597 3 11,612 94 20
2008 1089 68,262,130 161,355 270,615 10 525,800 1|315 3044,
2009 1092 70,573,266 79,861 198,122 3 304,725 467 218
2010 1282 60,751,199 80,868 20,31d0 13 663,306 1,808 629
2011 578 68,491,256 | 45,654 131,681 12 190,501 1911 01,30
Total 5848 336,952,44%13 587,866 928436 49 1,784,754 6098 709 b

Source: Ethiopian Investment Agency, unpublished da

The informal leather sector

The informal sector is comprised of MSMEs (micrad asmall/medium industries)
most of which tend to cluster in the ‘Merkato’ aieaAddis Ababa (UNIDO, 2005).

> This data includes 2012 which was not included in table 10 since the 2012 data is not complete
® The conversion used is 1USD=17 birr
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The exact number of these MSMEs is not known bst ptudies have estimated that
there could be up to 40 units of medium scale predky 75-100 units of small scale
producers and 400-500 units of micro enterpriseSlID®D 2005). Together, these
companies are estimated to produce 12,000 pairshokes per day, which is
approximately the same amount as the formal shaestry. Formal shoe factories are
sometimes contracting out certain steps or partisesf production to informal MSMEs
but statistical figures on this phenomenon areanatilable.

Working conditions in ‘Merkato’ enterprises are yrecarious (Tegegne, 2007). In
2006, there were one association and four cooperatf footwear MSMES existing at
Merkato, initiated by the sub-city MSE developmegency together with cluster
actors. Thekthio-Leather Associatiohad 792 footwear MSMEs as members and the
four cooperatives included 145 micro-producersootiear. Later on the cooperatives
joined the leading association which was renamedthg-International Footwear
Cluster Cooperative Society (EIFCCQ&jiting the MSMESs of the sector under one
umbrella. At present EIFCCOS has 1200 members, tab0@0 of them producing
footwear and the others other parts of the valwenchThe initial aims of thé&thio-
Leather Associatiowere:

* To provide credit and saving service to the members

» To gather support from the government particuladg the issue of
infrastructural and financial problems that arevatent in the Merkato Cluster

» To facilitate conditions and actively get involviedcapacity building activities
such as human resource and quality development.

 To develop raw materials supply and marketing @eaments that are more
efficient

 To develop market outreach and promote export afliyushoe to the sub-
regional and the international market. (UNIDO 2006)

Constraints of the leather and leather product indtry

A study conducted under the Engineering Capacityidiiyg Project (ECBP) has
scrutinized the constraints of the LLPI along tladue chain from animal husbandry to
slaughtering, tanning, manufacturing, sourcingnpiuts and marketing issues such as
poor delivery time, poor customer communicationpmpgample development etc
(Annex D). Combining the findings of this study withe findings of the present
evaluation, the main constraints of the LLPI carsbmmarized as follows:

i) Shortage of hides and skinsAcute shortage and quality of hides and skins is a
major problem faced by tanners in Ethiopia (COME3®12). This is considered to be
one of the reasons for the tanneries’ low capaditization. The problem is associated
with the value chain starting from animal husbanggor animal veterinary services,
and traditional ways of slaughtering to poor cditet and handling of hides and skins
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at different levels (ibid). There has been a mdoweovercome the problem by

importing duty free hides and skins from abroads However is not a lasting solution
since those countries currently exporting hides skids will soon develop their own

capacity and process the same. Such move alsotslé¢fieapurpose of establishing a
competitive industry using the country’s rich resmmuendowment (CoMESA, 2010)

i) Shortage of finished leather Leather garment and footwear industries face
increased cost of production, underutilization apacity and inability to deliver for
export market mainly as a result of the shortagknighed leather (COMESA, 2012).
Until recently the Ethiopian tanneries used to ekpsemi-processed leather
particularly wet blue, pickle and crust. Such pictled to low earnings as semi-
processed goods have low value-addition an alsatemteshortage of finished leather
availability in the local market. Since Decembed 20the government poses a tax of
150% on crust export with the intention of discaing the export of semi-processed
leather. As a result, the export of finished lernth&s increased and leather prices for
the local industries are on the rise. Reportedéy fhice of finished leather increased
from 11 Birr per square foat 2011 to more than 40 Birr in 2012.

iii) Imported inputs : According to a COMESA (2012) study the leathemgent and
footwear industries use at least 40 different camemts but only five of these can be
sourced locally. Buying components from abroad lsngthy process that affects time-
bound exports. Holding components on stock idatiff on account of differences in
the demand of exporters and lack of working cagitatl) The sourcing of inputs like
chemicals from abroad is also found to be problemdtie to long lead time,
unavailability of chemicals localfybureaucratic procedures of the custom office etc.

iv) Skilled labor: The lack of skilled labor has been cited as magrstraint of the
sector, in particular in design and cutting (EEB12).

v) Difficult access to export markets and low profi margins: Shoe manufacturers

find it difficult to access export markets directlijhey often depend on brokers who
provide linkages to buyers but keep the lion slodrigenefits from such arrangements.
Shoe manufacturers report that their bargaining ggow pretty low due to heavy

competition. As a result, export profit marginsden be low, often extremely low or

even inexistent.

vi) Competition with low cost shoe imports The Ethiopian shoe market is of
considerable and increasing size but the Ethioghae industry seems to be unable to
make full use this opportunity. Low cost shoe intpan particular from China have
been an issue. As a result, Ethiopia’s import/efpalance for shoes is negative.
However, Ethiopian consumers seem to be increasawére that low cost imports are

7 According to interview with the head of ELIA, there is an effort to establish Axions to import
chemicals from abroad for the leather industry.

15



often of very low quality, leading to a stabilizet#mand for quality shoes from
Ethiopia.

vii) Design weaknesseslmport competition is particularly heavy for ladyshoes
because Ethiopian shoe manufacturers find it dilificto compete with the
sophisticated and fast changing design of thesessho

viii) Access to finance The survey conducted by the Ethiopian Economiso&gtion
identified that finance, physical infrastructuredamstitutions constrain the sector
(EEA, 2011). In terms of finance, the main problesnfack of access to finance due to
collateral requirement, high transaction cost, higarest rate and low credit ceilings.

ix) Physical infrastructure and customs: In terms of infrastructure the major
problems are power, water and transport servicesiglicated customs procedures and
delays are also quoted as major export constraints.

x) Labor, wages and poverty issuesWage levels in the Ethiopian LLPI tend to be
below wages in other industries. While tanneriesadle to pay higher wages, the low
profit margins in the shoe industry seem to beilegatb problems of “working poor”.
There are signs of increased labour mobility teep#ectors and even labor scarcity.

2.3 Government policies

The Ethiopian government has set for itself a ltgrgn vision of becoming a middle
income country by 2020-2023 and meeting the MDG20&5. Several government
policies and plans are in place to fulfill the larggoal of meeting the MDGs and the
vision of becoming a middle income country. Theesatis the Growth and
Transformation Plan (GTP) that spans a period df0201-2014/15 and emphasizes
agriculture and industry as main drivers of gréW#DRE, 2010).

The industrial development strategy as a secttratieg)y issued in 2002 (FDRE, 2002)
has preceded the GTP. It recognizes the privatersas an engine of development and
emphasizes the need to follow export-led growtle tieed to pursue Agriculture
Development Led Industrialization (ADLI), the needforge linkages between internal
and external investors and the role of governmeproviding leadership. The purpose
is to develop the industrial sector and enhanceatdribution to the overall economic
growth. In a bid to support industrial developmehe strategy outlines that there is a
need to create stable macro economy, establish mmddeancial system, provide
reliable infrastructural facilities such as roadnsport, rail transport, air transport,
telecommunication service, power provision, watet lnd delivery. Further, the need
to create efficient and developmental administraiiecluding fostering transparency
and accountability, improved tax and informatiostseyn, fair competition and efficient
judicial system was also emphasized.

& Other growth factors include infrastructure, social development and good governance
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Within the industrial sector, some specific indiadtgroups that are considered as
strategic are selected as priority sub-sectorssd@heclude textile, wearing apparel,
leather tanning and footwear. These industriedadrer-intensive, have the ability to
forge strong linkages with agriculture and can gpraxport-led industrialization. The
Ethiopian Government has provided various instiudl and policy support in order to
realize the development of these sectors. In tefhpslicy, the main trust is to provide
an enabling environment for the private sector. daeegulation and liberalization of
goods and factor market, maintaining a stable aretigtable macro-economic
environment and issuance of investment policy heemhajor ones. The government
has also established a consultation forum betwden gdrivate sector and the
government beginning of 2002. In addition, inceatschemes to encourage exports are
also put in place. These include

Exemption from income tax;

Importing equipments free of tax;

Improving service delivery (shortening period aklnse, renewal of permits etc);
Exemption of imported inputs for export purposesrfrindirect taxes;

Credit guarantee scheme to avoid problems of wgr&apital for exporters;
Allotment of finance for loan for those engageexport activities;

Provision of access to infrastructure for those agiegl in export. The
establishment of industrial zones in all regiondradses the infrastructural needs
and land requirements of investors;

Creating linkages with foreign investors in markgtand production; and
Improving the transport and transit services.

The five year development plan of the EthiopiartHeasector (2009/10 to 2014/15)
envisages significant increases of exports. TalllesHows planned exports of nearly
500 million USD by the year 2014/15. There is algglanned shift in the export mix to
shoes and finished leather. These products havehiglue addition and would entalil
significant foreign earnings if plan targets are.me
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Table 11: Planned export volumes in the leather ingastry

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15
Crust 81.950 49.170
Finished 56.450 69.730 113.180 122.190 130.390 136.650
leather
Leather 60.650 119.886 177.957 215.432 260.754 315.525
Shoe
Leather 0.520 0.690 4,120 11.800 21.020 36.670
garment
Leather 0.120 0.150 0.910 2.580 4.610 8.050
articles
Total 199.689 239.625 296.167 352.012 418.434 496.895

Source: LIDI, Five year development plan, p.29
Business support structures for the leather industy

In terms of support structures, the Governmenttbfdpia established the Leather and
Leather Products Technology Institute (LLPTI) in020with the financial support of
the Italian Cooperation. Subsequently, UNIDO impemed the project
TE/ETH/04/001 to strengthen LLPTI capacities asraning institute and service
center for the industry in Ethiopia and possiblytive region at a later stage. The
LLPTI was entrusted with creating technical capabd to improve the
competitiveness of the sector and engaged withatipg the leather sector through
upgrading the capacities of leather industries facditating investment in the sector.
As a result, it has been engaged in providing férared short-term training for
different actors Recently, the Institution was transformed inteather Industry
Development Institute (LIDI) by expanding its mateta and taking the overall
responsibility for the development of the sectoarigus interventions have focused on
the leather institute in order to upgrade its cdpaand deliver its services. For
instance, UNIDO has implemented a project entitkeskistance to the leather and
leather products development technology institute the development of its
managerial and operative capacities during the sy@805-2008. Furthermore a
twining arrangement has started at the end of Ateen LIDI and the Central
Leather Research Institute CLRI and between LIDd &DDI with the purpose of
capacitating LIDI and enabling it to provide ef@ot services to stakeholders in the
sector.

® According to the leather sector development plae LPTI provided formal education to
431 students at diploma level and to 506 studentsréficate level during the years 2005/06-
2009/10. In addition, skill upgrading training wasovided for 848 workers drawn from
various industries during the same years. Thetinsthas also provided technical services to
the industries in the sector through product dgualkent, use of model factories etc.
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3. UNIDO SUPPORT TO THE LEATHER SECTOR

3.1 History of initiatives

Four decades of technical assistance to the leattestry in Latin America, Asia and

Africa involving capacity building of support stituces, technical assistance to
manufacturing units and pollution control of tanasrendowed UNIDO with a unique

knowledge base. In total, UNIDO’s technical assistato the leather industry between
1990 and 2012 ads up to an amount of US$ 80 Mio

UNIDO has been providing assistance to the EthiopiaPl since the 1990s, applying
a systemic approach ranging from hides and skingawement to the upgrading of
tanning and leather products manufacturing, bugdihsupport institutions, promotion
of linkages to export markets, conducting studres @olicy advice.

The total budget of UNIDO technical assistanceht® Ethiopian LLPI since 2000 has
been more than US$ 7 Mio (Table 12). Much of thipport has been granted by the
Italian Cooperation. But technical assistance éEthiopian LLPI started much earlier
as part of UNIDO’s Africa Leather Programme - caowgrEthiopia, Kenya, Malawi,
Sudan, Tanzania, Zambia and Zimbabwe in phase 89¢1992), Ethiopia, Kenya,
Tanzania and Uganda in phase 2 (1992-1996). Ph&seused on raw material and
semi-processed products. In phase 2 more emphasigiwen to the leather finishing
aspects, effluent treatment and the manufactufeotdvear and leather products.

In Ethiopia, the tanneries Awash, Dessie, Direjdgtia, Blue Nile and Wallia received
primary Effluent Treatment Plants (ETPgquipment for waste water analysis and
advice for the procurement of hides and skins. Sitee factories Ras Dashen, Peacock
and Kangaroo were supported to upgrade their ptagluedity and production process
and marketing. Genuine Leather, General Leathem&aits and other leather goods
and garments companies were supported in a simiy. An export marketing
strategy “Exporting Footwear from Africa” was eladted together with the
International Trade Centre (ITC) and the prepamatior trade fair collections
facilitated. The Ethiopian Tanneries” Associatiarmich later became the Ethiopian
Leather Industry Association (ELIA), was initiated1994.

In 1999 the Integrated Programme (IP) for Ethiopas launched including capacity
building of the then newly established LLPTI, trenttnued implementation of ETPs
in tanneries and the upgrading of selected footveear leather garment factories to
international export standards. Another componecuged on the development of
Micro, Small and Medium Enterprises (MSMEs) and thelding of institutional
capacities for their support. Based on a governnsénategy for Micro and Small
Enterprise (MSE) development, UNIDO focused on capauilding for the Federal
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Micro and Small Enterprise Development Agency (F&D38) and the Regional
Micro and Small Enterprise Development AgenciesMBEDAS). (UNIDO 2003a)
Core institutions were supported in organizing emteneurship development and
technical training courses, among th&mterprise Ethiopia, Chamber of Commerce,
Women Entrepreneurs Associatioasd theMinistry of Trade and Industry (MoTlI)
Linkages between the components dealing with leathd MSMEs were established
and trainings conducted for beneficiaries from bodimponents. After an evaluation
in 2003 the MoTI requested a second phase of thentfer the titlé'Unleashing the
potential of MSMEs in Ethiopia”.

Parallel to the technical assistance, UNIDO engagethe regional leather-related
research and policy advice activities. In 20@3 Blueprint for the African Leather
Industry — A Development, Investment and Trade &iid the Leather Industry in
Africa” (UNIDO 2003b) was compiled, containing an assessmend
recommendations concerning the global leather valoein, the production and
improvement of hides and skins, the processing madufacturing of leather and
leather products, market development and trade @iom

In 2004 two projects were launched: one to conticaygacity building of the LLPTI,
the other one for the development of tMade in Ethiopia” leather products industry
— leading to the creation dTaytu”, the first luxury designer label to emerge from
Ethiopia.

In the same year, UNIDO’s research programme cadedwcstudy ofiSocial capital
for industrial development” (UNIDO COMPID 2005), including an in-depth
assessment of the footwear cluster in Addis Abaithfaeding into UNIDO’s value
chain and pro-poor cluster development methodogogie

In 2005 theMinistry of Industry(Mol, former Ministry of Trade and Industry — MoT]I)
asked UNIDO to prepare @& Strategic Action Plan for the Development of the
Ethiopian Leather and Leather Products Industryi close cooperation with the
industry. The'Strategic Action Plan”’was delivered in two Volumes -Master Plan
and aBusiness PlanThe government embraced it as official policy wiloent for the
development of the sector. Applying a value chamd aystemic approach, the
development of the footwear industry, followed Ime leather garments and leather
goods industry, was selected as priority sectotdareate a strong demand of quality
finished leather, urging the tanning industry tgrgule and create the highest possible
value addition in the country. As main drivers bfst so-called“Top-down (Pull)
Approach” the LLPTI and themechanism of subcontractingere identified. The
benchmarking conceptvas introduced and five areas for support interees
outlined: macroeconomic policies and finance, raatamal, industrial management
and market support, investment promotion, infrastne.

2005 was also the start of the projetinteashing the potential of MSMEs in
Ethiopia”, the second phase of the MSME component of thegitated Programme.
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(UNIDO 2005c) Four industrial clusters were chogen this project including the
Merkato (Addis Ababa) Leather Footwear Clustéluster Development Agents
(CDAs)were trainedCluster Development Coordination Groups (CDC@sfablished
and in 2006 an in-depth participatodyagnostic studyconducted. (UNIDO, Duki
2006) The focus was on trust and cooperation gldiidentification and
implementation of joint activities, the building bihkages along the value chain and
the establishment of local governance structuresttie cluster initiative. UNIDO
cluster development programnaed UNIDO leather programmevorked together in
offering training through LLPTI (the predecessoiLtidl), facilitating the participation
in theAll Africa Leather Fair (AALF)and organizing a visit of MSM entrepreneurs in a
mechanized shoe factory.

Support for thd_eather and Leather Products Technology InstituteP(T1) now LIDI
was provided in successive projects. From 20050@82management capacities for
service delivery to the industry were strengthertbad; basic training activities were
enhanced by expatriate experts and training mamuejsared; the operation of the four
pilot plants and the quality-testing laboratoryaiged support.

In May 2007, upon request of MOI, two existing mmigionalbenchmarking studiesn
footwear manufacturing (UNIDO, Clothier and Schr@a@bD5) and tanning (UNIDO,
Buljan 2007) were adapted to Ethiopian needs amiged information on best
practices for the industry to measure with. Thechemarking exercise in selected
Ethiopian footwear factories could only be parjiatbnducted by the Unido project
due to funding constraints, but is now fully impkemted by LIDI in cooperation with
CLRI and FDDI, two Indian Institutions in the fieldf leather and footwear
respectively ( see below)

In June 2009 thé&Technical Assistance Project for the Up-Gradingtb&é Ethiopian
Leather and Leather Products IndustryStarted implementation with a needs
assessment of the export-oriented industry, foltbiey a wide range of technical
assistance from production layout to managemeninaariteting. The leather finishing
capacities of selected tanneries were upgradethelegarments and leather goods
design trainings offered, trade fair collectionsgared and the LLPTIs technical and
managerial capacities enhanced. A strong effort wesle to upgrade LLPTI's
laboratories for further testing accreditation.2010 two major events changed the
course of the project: Theextile and Leather Industry Development Cented@(d)
was dissolved, the LLPTI renamedlasather Industry Development Centre (LIRHd
mandated with an all-encompassing responsibilitythe development of the sector.
The second event was the twinning arrangement B Wwith two Indian partner
institutions - theCentral Leather Research Institute (CLRNd theFootwear Design
and Development Institute (FDDFRpr the implementation of the benchmarking at
production level of tanneries and footwear manui@ct, building on UNIDO’s
previous benchmarking studies.
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Table 12 UNIDO's leather related TA in Ethiopia

Project Number Project Title Budget
(USD)
DG/ETH/08/010 | ETHIOPIA PROGRAMME COMPONENT: ENHANCED 100,000

ECONOMIC GROWTH: PROMOTION OF LEATHER AND
LEATHER PRODUCTS (LPP) SUPPORT TO INTERNATIONAL
LEATHER FAIR 2009

TE/ETH/08/008 | TECHNICAL ASSISTANCE PROJECT FOR UPGRADING OF THES3,213,108
ETHIOPIAN LEATHER AND LEATHER PRODUCTS INDUSTRY

TF/ETH/07/008 | ETHIOPIA INVESTMENT FORUM 2007 FOR THE LEATHER 98,542
PRODUCTS INDUSTRY

XP/ETH/07/005 | ETHIOPIA INVESTMENT FORUM 2007 FOR THE LEATHER 26,970
PRODUCTS INDUSTRY

US/ETH/05/005 | INTEGRATED PROGRAMME FOR PRIVATE SECTOR 36,642

DEVELOPMENT AND ENHANCED COMPETITIVENESS WITH

SPECIAL EMPHASIS ON TEXTILE & GARMENTS, LEATHER &
LEATHER PRODUCTS AND FOOD PROCESSING (COMPONENT
B.1.5 - LEATHER INDUSTRY)

UE/ETH/04/160 | ASSISTANCE FOR THE DEVELOPMENT OF THE "MADE IN 322,395
ETHIOPIA" LEATHER PRODUCTS INDUSTRY

US/ETH/04/080 | INTEGRATED PROGRAMME FOR PRIVATE SECTOR 69,523
DEVELOPMENT AND ENHANCED COMPETITIVENESS WITH
SPECIAL EMPHASIS ON TEXTILE & GARMENTS, LEATHER &
LEATHER PRODUCTS AND THE FOOD PROCESSING (PHASE|2
OF THE INTEGRATED PROGRAMME FOR ETHIOPIA)- SEED
MONEY

TE/ETH/04/001 | ASSISTANCE TO THE LEATHER AND LEATHER PRODUCTS | 1,566,793
TECHNOLOGY INSTITUTE (LLPTI), FOR THE DEVELOPMENT
OF ITS MANAGERIAL AND OPERATIVE CAPACITIES

YA/ETH/03/435 | INTEGRATED PROGRAMME IN ETHIOPIA, (SUB) COMPONENT 47,588
1A - LEATHER

US/ETH/01/19A | ASSISTANCE FOR THE DEVELOPMENT OF THE ETHIOPIAN 95,299
LEATHER PRODUCTS INDUSTRY

US/ETH/01/191 | ASSISTANCE FOR THE DEVELOPMENT OF THE ETHIOPIAN 514,956
LEATHER PRODUCTS INDUSTRY - IP COMPONENT 1A3,
LEATHER

NC/ETH/00/003 | INTEGRATED PROGRAMME FOR PRIVATE SECTOR 41,572
DEVELOPMENT ENHANCED INDUSTRIAL COMPETITIVENESS
AND ENVIRONMENTALLY FRIENDLY PRODUCTION:
ASSISTANCE FOR THE DEVELOPMENT OF THE ETHIOPIAN
LEATHER INDUSTRY

3.2 The Master Plan

The 2005 Master Plan entitled ‘A strategic ActiolarPfor the Development of the
Ethiopian Leather and Leather Products Industry wadorsed by the GOE and
became an eye opener in terms of putting the leathe leather products industry in
the global value chain (State Minister of Industpersonal communication). It
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introduced a top-down pull approach (TDA) with faetr, leather garment and leather
goods industries taking the lead to pull the tagnsector to produce good quality
leather and improve also the quality and quantityasv material. The Master Plan
identified the bottlenecks and constraints thae¢afthe competitiveness of the sector.
These problems were identified under each of theetteather sub-sectors: hides and
skins, tannery and leather products. Under hidek skin sub-sector, the problems
identified were lack of training and insufficienktension system resulting in poor
husbandry, low off-take rate, defective and scaides and skins; poor hides and skins
physical infrastructure resulting in lack of maikgtsystem based on quality. Under
the tannery sub-sector, the identified problemsewpoor management practices,
inadequate pollution management, outdated equipahttechnical constraints, lack
of product diversification resulting in low prodiart of finished leather and low
capacity utilization. Such limitations of tanneribave put less pressure on the up-
stream hides and skin sub-sector. Under the leatioelucts sectors, the problems were
insufficient availability of finished leather, poerorkshop management, difficulty in
component procurement, lack of skilled manpoweadequate costing in footwear
and garment, lack of shoe engineering and techgalkegulting in poor design and low
diversification. In addition weak market infornati system on leather and leather
products, weak negotiation skills in internatiomabrket and poor image of the
Ethiopian leather industry were believed to havegatige impacts on the
competitiveness of the sector (UNIDO, 2005)

The Master Plan also included a benchmarking oiogtan leather and leather product
industry with against four countries namely ItaGhina, Vietham and India, which

show similarities with the Ethiopian leather indystThe Master Plan suggested
intervention areas to support the Top-Down Approddtese intervention areas pertain
to macro-economic policies and finance, raw matemalustrial management and

market support, investment promotion and infrastmec(UNIDO, 2005).

Following the master plan study, the Ministry ofidie and Industry prepared an action
plan to upgrade the leather sector in 2006. Theraplan was referred as ‘Ministry of
Trade and Industry (MOTI's) upgrading program fgsiating tanneries and footwear
companies”. The action plan has set up some spdaifgets for finished leather and
footwear during the next Ethiopian fiscal years (DN, 2007). Similarly, many
donors have involved in the sector in order to ioverits competitivene$%

The Ministry of Industry requested development mend to assist in the
implementation of the Master Plan. Since 2005 UNJ@h financial support of the
Italian Cooperation, implemented, among othersjepts such as ‘Assistance to the
Leather and Leather Products Industry to improwe rnitanagerial and operative
capacity’, ‘Made in Ethiopia project’, ‘support the MSME cluster’, ‘the national
cleaner production center’ (see table 2 for figl)li

% Notable among these are Italian Cooperation, UNIDO, USAID, GIZ,
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The latest project UNIDO is currently implementibggan in June 2009 and aims at
upgrading the technical and managerial capacityliierent players in the leather
industry in order to increase export and attrack FD

Other than UNIDO, donors such as USAID, GIZ are awolved in the leather sector.
USAID focused on improving the quality of raw hidasd skins which is undertaken
through treatment and construction of warehouseZ @l involved in providing
technical assistance to LIDI and re-engineeringleafther industries through the
Engineering Capacity Building Program (ECBP). Thainmnvolvement of the ECBP
is in building the capacities of private comparireghe leather and tanning sub-sectors
particularly in making the companies competitivgpnoduct quality, process, delivery,
leadership etc. This is achieved through the belackimg exercise implemented by
LIDI in cooperation with CLRI and FDDI. The initiddenchmarking was implemented
in seven tanneries and seven shoe companies selactbe government. ECBP used
UNIDO's initial benchmarking studies for the sha@ldanning sectors to conduct and
implement company specific benchmarking studies.

In July 2011 the cooperation between LIDI and ChRs confirmed by a twinning
arrangement based on bilateral agreements of thgdwernments. The purpose of this
twinning exercise is to strengthen LIDI's technicahd managerial capacity in
supporting the Ethiopian leather industry. The tvimg arrangement foresees a total of
550 man/months for short- and long-term expertsiff@LRI to perform more than 40
tasks over a period of three years. To date, niwme 50 CLRI experts have conducted
technology transfer missions at LIDI. The funding the program comes from ECBP
who also follows on the general technical and dp@ral issues of the program.

The cooperation between LIDI and CLRI is apparemlyite successful. Both
organizations seem to have established the basidofg-term cooperation. This
apparent success story is also interesting withrcetp an earlier attempt to establish a
similar twinning arrangement with a German shoeassh institute that was facilitated
by GIZ. This bilateral cooperation was less sudtessd discontinued after about one
year.
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4. Project Identification, design and strategy

4.1 Project identification

The project focused by this evaluation cascadeth ftbe previous involvement of
UNIDO in the sector (see above). Following theparation of the Leather Sector
Master Plan by UNIDO in 2005, the Ministry of Indiysprepared a strategy for the
sector in 2006. In 2007, the ministry convenedegting of development partners, i.e.
UNIDO, the Italian Cooperation, ECBP (GlZ), USAlDdothers, to discuss ways of
enhancing the competitiveness of the sector. UNIR@&s asked to prepare a
benchmark study for the footwear industry, whichswapproved by the export
committee in June 2007. On this basis, the Minigifylndustry and the Italian

Cooperation prepared a project document. UNIDOlifaed the process and the
project document was completed in 2008. UNIDO asepared the benchmarking
study of the tannery sector which was previouslsiggeed to another donor group
(ECBP/GIZ).

The Technical Assistance Project for the Up-gradoigthe Ethiopian Leather and
Leather Products industry started in 2009%s a means of strengthening the
benchmarking exercise in selected factories as aglipgrading the whole industry.
Owing to the importance of the Project, the Statridter of Industry (Mol) requested
to speed up with the implementation of the Progecthe leather industry needs to be
enhanced.

4.2 Project design

The project was designed in order to cover theren#dather and leather products
industry (i.e., tanneries, shoe factories, andragether products companies) but with
more focused assistance to a few selected plars tdgilized as pilot plants based on
MOI’s instructions. The idea was to use them asetwdnd develop best practices for
the sector as a whole. The initial design targdted formal and informal sectors

particularly in the footwear sub-sector. In additidhe project aimed at building

capacity of the TLIDC and the LLPTI for improvedpgwrt services to companies.

The initial project design included four phases:

Y The present project benefited from UNIDO’s previgpjects especially from TEETH04001
‘Assistance to the leather and leather productgldgment technology institute for the development o
its managerial and operative capacities’ duringyesrs 2005-2008.
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Phase 1: Identification of the companies’ technézal managerial needs

According to the project document, this phase idbéocompleted in the first two
months of the project life and it is intended tegare an in-depth SWOT analysis of
companies in leather and leather products ind(kttil).

Phase 2: Identification of the appropriate assc#and or consultancy

This phase involves the formulation of the appratgri technical training and
management support and the upgrading of the sdlembenpanies based on the
benchmarking study. The phase should also assst tfPTI with designing new

laboratory services to companies.

Phase 3: Technical assistance to the main actduisRif

Under this phase, the project would unfold its elyst approach and provide technical
assistance to key actors in the sector: tannddgesyear and leather products industry,
the informal sector and the technical support esni€IDC and LLPTI. Encouraging
joint ventures with foreign companies has beenyadkgective for this phase.

With regard to the tanning sector, the technicaistance will focus on upgrading their
capacity to produce finished leather and also oprawing their management and
marketing skills.

With regard to the footwear sector, emphasis véllplit on improving the companies’
management systems, upgrading workers technicli,ske-engineering the whole
production system and improving the productionvatgtithrough a series of quality
tests on semi-finished materials and finished pectiu

The TLIDC will receive IT facilities and linkage gports and human resource training.
The main focus with LLPTI is to upgrade managenemd the professionalism and
skills of trainers and staff so that the LLPTI dawprove its support and deliver new
high-value services to the companies. The projsct aims to make the CAD/CAM
system fully operational for training purposes &P | but also to enable the delivery
of services on demand. In addition, the quality godntity of services provided to
companies (both tanning and shoe companies) by LItRTI laboratories and
workshops will be enhanced.

Phase 4: Monitoring and evaluation of the project

This phase involves constant monitoring of the guts activities and their final
evaluation. The CTA will be responsible for monimgyall project components.
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4.3 Changes in the project design
One year through the project, two major changesroed:

= TLIDC was dissolved and two separate institutioasialy the Leather Industry
Development Institute (LIDI) and the Textile IndysDevelopment Institute
(TIDI) were established. LIDI embraces now the fernraining mandate of
LLPTI together with a mandate to provide direct@up services to industry.
LIDI is now the leading national institute respdmeifor upgrading the leather
sub-sector as a whole.

= The Ministry and LIDI signed agreements with thena& Leather Research
Institute (CLRI) and the Footwear Design and Depglent Institute (FDDI)
from India to implement the UNID@echnical benchmarking studies in eight
tanneries and eight footwear industries (Tablel3)2011, the cooperation
between LIDI and the two institutes became an afifitvining arrangement as
mentioned above.

Table 13: Pilot companies for the application of bechmarking

Tanneries Shoe factories
Dire Tannery Anbessa
Colba Peacock
Batu Tannery Kangaroo
Walia Tannery Tikur Abay
Hafde Tannery Ramsay
Addis Ababa Tannery Ras Dashen
Bahar Dar Tannery Jamaica OK
Sheba Tannery Sheba Shoe Factory

Taking into account these developments and follgviire recommendations of th& 3
Steering Committee, the Ministry and the Direct@n@ral of LIDI requested UNIDO
in April 2010 to refocus the project on the follogifive areas:

1. The management area through the introduction ofP Bigstems for tanneries
and footwear companies;

2. The marketing area;

3. The environment area (study on the establishmemdffiient Treatment Plant
(ETP) in Modjo area);

4. Second phase of the Accreditation of LLPTI Labaraty and

5. Leather products development.
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The refocused project planning did not include @ohdvice and updating and follow-
up of the Master Plan. Nor did it foresee monitgrihe targets in the Master Plan and
the results of the implementation of the benchnmayki

Most importantly, the initial focus on MSMEs wasgdped. Although the evaluators
are not aware of any official explanation of thasens for this dramatic change, it
seems that structural changes at the Ethio-IntemaltFootwear Cluster Cooperative
Society (EIFCCOS) and its temporary inability ta@eie project support may have
played a role. However, the initial project focuasapartially restored at the end of
2011 when EIFCCOS requested UNIDO to assist thesteuof small shoe
manufacturers at their newly built premises in Y.€kais assistance was still ongoing
during the evaluation.

4.4 Project Strategy

Table 17 shows the components and outputs as agféedthe refocusing of the
project. The seven initial components were maimigibut with a significantly reduced
number of activities.

The first two components revolve around identifmatof foreign investors, selection
of companies, analyzing needs, designing coursgs@msultancy services.

Components three and four focus on tanning, foatwaral leather sectors. The
assistance is to be provided directly or througBILIThe outputs of these components
are related to improving management systems ofofi@st upgrading workers’
technical capacities; production improved; re-eaging business processes and
promoting leather products in international market3hese outputs were to be
achieved by introducing ERP systems in differeiaarfor LIDI and the companies;
providing training on design and ISO certificatigrpviding assistance to diversify
products, implementing business process re-engntgehnelping companies prepare
marketing and implementation plan.

Component five is focused on technical assistancthé micro, small and medium
enterprises (MSMESs) and upgrading their producparcesses. The outputs relate to
having MSMEs production quality improved and enadplthem to use CAD-CAM
services; consortia of MSMEs established and hagingters of MSMEs specializing
in specific stages of production. Planned acgsitinclude mapping of the SMEs,
providing technical, management and design trajnsugpporting clusters to develop
into districts following the Italian industrial digcts model, creating and supporting
consortia.

Component six is building the capacity of LIDI tesst the factories and promote the
sector. Planned outputs are to equip LIDI with nleeessary IT facilities, to promote
LIDI image, to train LIDI staff in marketing and gect management, and to support
MSMEs by LIDI. Key activities were provision of ITacilities, forging linkages

28



between LIDI and

other institutes such as ELIAjntraIDI staff, support LIDI to

develop legal framework for consortia, enable Li®kupervise MSMEs.

Component seven aims at improving LIDI's capaaityptovide services by providing
skills, consultancy, preparing marketing plan. dicdses on strengthening LIDI's
existing services to companies and developing nees.oKey outputs are therefore
LIDI's professionalism and skills upgraded LIDIsngee to companies strengthened,
relations between LIDI and others institutes essakl.

Table 17: Planned outputs and activities of the prect

Component

Output

1.1dentification of the
companies’ technical
and managerial needs
and potential foreign
partners

1.1 Companies needs in terms of technical assistaeatified

1.2 Potential foreign investors identified

2.ldentification of the
appropriate assistance|
and/or consultancy

2.1 Detained plan of activities in support of LLddsigned and discussed
among stakeholders

2.2 Appropriate technical training courses and rgangent path formulated

2.3 New streamlined technical and consulting serfac the companies to be
provided in line with LIDI formation/mandate as wa$ CLRI redesigned an
identified

2.4 Refocus assistance on management, marketbayakry accreditation,
investment promotion, environmental aspects

2.6 Possible collaboration with USAID program, GEZBP and others on
the leather value chain and related activitieswdised and identified with the
counterparts

&N

3. Provision of
technical assistance to
the tanning sector
directly and through
the LIDI

3.1 Tanneries’ management system upgraded in tefeficiency and
effectiveness

3.2 Workers’ technical capacities upgraded
3.3 Business processes re-engineered and upgraded

3.4 Support provided to tanneries for complianciiternational
environmental standards through the preparationdifidual proposals for
the establishment of the secondary effluent treatmplants

4.Provision of
technical assistance to|
the footwear and
leather goods
companies, both
directly and through
the LIDI

4.1 Companies’ management systems improved in tefrefficiency and
effectiveness

4.2 Workers’ technical skills upgraded for shoeargpladies bags and leath
garments as well as shoe manufacture.

4.3 Business processes re-engineered and improved

4.4 Production improved through the provision odliy tests on finished
products;

4.5 Ethiopian Lather products promoted in foreigarkets

5.Re-qualification,

provision of technical
assistance and access
financial credits to the

MSMEs of the formal

5.1 Quality of the MSMEs production upgraded anchplying with domestic
and international standards;

t8.2 MSMEs production designed according to modechriques through the
CAD-CAM services of the LLPTI
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Component

Output

and informal sector

5.3 On the basis of commoneagent amongst stakeholders, consortia of
MSMEs of the formal and informal sector establishad/or mutual
guarantees associations amongst them created thtieeigprovision of a
mutual guarantee fund

5.4 On the basis of common agreement amongst sthlexh, clusters of
MSMEs specialized in each single phase of the miiolucreated according
to the Italian industrial district model

6. Provision of
Technical Assistance
and focused capacity
building to the LIDI

6.1 LIDI equipped with the necessary IT facilities

6.2 LIDI image promoted within Ethiopia and abroad

6.3 LIDI staff properly trained in project managerhand marketing
6.4 Legal framework for consortia and/or MGAs deysld

6.5 MSMEs clusters supported and monitored by LIDI

7. Technical and
managerial training to
the LIDI concerned
staff aimed at the
strengthening of the
existing services and
support to the
establishment of new
ones

7.1 Professionalism and skills of LLPTI/LIDI an&8tupgraded

7.2 LLPTI and local companies’ staff trained inidesthrough the utilization
of CAD-CAM laboratory;

7.3 Companies provided with CAD-CAM design and citascy services;

7.4 Relations established between the LLPTI/LIDd ather similar
international institutes;

7.5 Competence upgrading plan for the LLPTI/LIDdfstesigned and
marketing plan established

7.6 LLPTI existing services strengthened and newallsmachineries and
software needed purchased

7.7 New courses such as business process re-eng@e®oduction line
management, budgeting, costing, marketing etc edféry the LLPT/LIDI to
the companies staff
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5. PROJECT IMPLEMENTATION

The UNIDO project manager is very well acquaintedhwEthiopia. From 2006
onwards she was permanently based at the UNID@eoiifi Addis Ababa and hence
managed the launching and the first phase of tbggrdirectly from the field. This
situation changed when she moved back to UNIDO H@anuary 2011.

In the field, a project management unit was esthblil in a permanent project office at
LIDI, managed by a Chief Technical Advisor (CTA) eveerves under a split mission
in Ethiopia and home-based (Egypt). He is a spstial leather goods development
and laboratory accreditation and coordinates atljgot components. A full time
national project coordinator takes responsibiligr fenvironmental and tannery
activities as well as for office management andslics. The project team includes also
a project secretary and two drivers.

UNIDOQO's intervention strategy relied on bringingarrelatively large number of short-

term international experts, including an ERP andagament expert, a marketing and
sales expert, a footwear expert, a market reseexglert, a footwear designer, a
footwear and leather product designer and otheerexigsee Annex E). The durations
of the expert missions varied widely. Some of thmame for only one short mission;

others were fielded for several subsequent rouflds. ERP and management expert
and the marketing and sales expert had the highasber of missions. In 2010, the

project hired also a national IT expert lookingeathe ERP implementation.

The Steering Committee chaired by Mol State Mimigt® Tadesse Haile is composed
of representatives of the Ministry of Industry, thialian Development Cooperation,
LIDI and the Ethiopian Leather Industries Assooat(ELIA). Is UNIDO represented

through the project manager and the CTA. The stgasommittee holds meetings at
least once a year, to review the progress of tlogegr and provide guidance on the
next phases. To date, the steering committee hdsriaken four meetings with

different stakeholders present in the meetings.

The implementation process was structured in twiogs. From May 2009 to June
2010 the project proceeded along the lines of thigal planning in the project
document. In 2010 institutional changes and pyasitifts necessitated streamlining of
project activities (see above). Thus, stage twdhefproject focused on the revised
intervention areas.

In the following, the output results are presente@ consolidated manner under the
following headings:
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i) Capacity building

i) Accreditation of LIDI laboratory

i) Marketing

iv) Managerial support and ERP system
v) Product development and upgrading
vi) Increasing FDI in the leather sector and
vii) Environment.

A complete list of output achievements can be fomnéinnex F.

5.1. Capacity building
The capacity building component included traininggthiopia and abroad as well as
study tours for TLIDC/LIDI staff but also for stafif beneficiary companies. The
capacity building covered the following areas:

* Training marketing skills of TLIDC staff, laboratortraining for LLPTI
technicians, finishing leather products and redtagpnfor trainees from
tanneries;

* Management training for managers from companies;

* Hands on training on specific skills such as desigaking, pattern making,
cutting, stitching etc;

» Preparation of manuals in order to make the trgmimave a lasting effect;

« Exposure to other experiences by organizing studyrst for different
stakeholder in the industry.

The project delivered also a number of equipmdait$A received office equipments,
lap tops and computers. LIDI received computersrder to enable implementation of
the ERP system and improve its communication Doraté. Two servers were
installed in Anbessa for the purpose of implemantive ERP system.

One of the services LIDI delivers to the leathertseis quality assurance tests for
leather and shoes. The LIDI laboratory providesembian 80 different tests such as
chemical and tanning material testing (5 teststhier chemical testing (9 tests), leather
physical testing (22 tests), pickled pelts tes{igests), process liquor testing (8 tests),
water and wastewater physical and chemical te¢#dests) and shoe testing (7 tests).
With the support of the project, LIDI achieved imational accreditation from SANAS
for 12 of these tests (see Annex F).

Laboratory accreditation to 1ISO 17025 is a lengphngcess. It required a number of
project activities, including equipment calibratigroficiency testing, procurement of
chemicals and equipments, training and restruguoinLIDI staff, and preparation of

laboratory documents. Most of these activities hb@en undertaken by the Egyptian
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National Institute of Standards (NIS) in close abbration between the CTA and
LIDI's laboratory management staff. This could bked as a good example of
south/south cooperation. Th& Bhase accreditation covering shoe testing is eggec
to be finalized in October 2012. The necessarypgent, procured by the project, has
already been delivered.

The accreditation enabled the laboratory to provede services particularly to leather
and shoe factories involved in export. Table 18wshdhe increasing numbers of
requests and tests conducted since the accreditdiiee number of requests made in
2010/2011 was 3.7 fold to that of 2006/07 requesiite the number of tests conducted
in 2010/11 was 4 four-fold to that of tests conédan 2006/07. Income from tests has
increased accordingly.

Table 18: Number of Tests requested and conducted i
LIDI laboratory (2006/07 - 2011/12)

Year Number of testsNumber of testsIncome
requested conducted (earnings) in
Birr
2006/07 97 610 350.0
2007/08 140 730 3505.35
2008/09 142 824 5454.00
2009/10 164 1290 15014.2
2010/11 362 2441 24735.6
2011/2012 (six months) 264 1113 30992.4

Source: LIDI, Laboratory

5.2 Company support

5.2.1 Marketing

The marketing component is critical and involvedesal dimensions. Assistance was
given to LIDI and ELIA but also to individual compias, such as Anbessa shoe
factory, Sheba Shoe Factory, Addis Ababa Tanneay) Bannery, HAFDE Tannery,
Dire Tannery, Bahir Dar Tannery. Substantial mankgassistance was also provided
to EIFCCOS. The most important activities were:

= Preparation of market studies for France, Italyrn&y, Austria and Spain. The
market studies cover market demographics, markattste, market, segmentation,
trends, opportunities and threats, trade channadis raarket entry as well as a
scanning of import prices and their evolution tbget with access market
requirements. These studies are available froniibewebsite.
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= Creating export access to the COMESA region byifgrgnarketing linkages and
introducing quality certification. The latter is a/@ to avoid impediments to
export.

= Benchmarking marketing performances of companies;

= Creating brands and logos by following brandingtsigy for different factories and
for EIFCCOS;

= Preparation of promotional materials for variousasions such as trade fairs and
for different products;

= Awareness raising in different marketing areas;

= Supporting LIDI by promoting the institution andestgthening its communication
strategy.

5.2.2 Managerial support and ERP system

Improving production and supply chain managemesth®en identified as a priority
need of most companies on the basis of the prdmssshmarking.

A workshop was organized in October 2009 with thye management of Kangaroo
Shoes Peacock ShoesAnbessa ShoesTikur Abay Shoes; Ramsay Shoes; Walia
Shoes; Batu Tannery; Dire Tanneaagd Sheba Tannery. Anbessa was selected as a
‘model’ factory because, as a government owned emypit was expected that it
could be used as a demonstration plant for othmpenies.

Priority was given to introducing an Enterprise ®&ese Management (ERP) system as
a means to initiate management change. An ERPmsyista software application to
manage business processes using a comprehensalgaskatfor business data. The
project identified an ERP software named “Fashiamhjch is tailor made for shoe
factories, as the most appropriate solution foré@gda. The software package including
customization services was purchased, trainingagbfor the appointed Anbessa staff
organized and a manual on managing supply chainagament by ERP was
developed.

The “Fashion” ERP was installed by mid 2010. Tlaning of Anbessa staff required
more than six months as some of them resignedraiming had to be repeated. After a
long period of data collection and loading (bill mofterials and routings for all shoe
models; materials base data; cost and price data, aeistomization was undertaken.
The system became operational for about four waek&ctober 2011 as long as
UNIDO experts took over direct responsibility fbletERP. After this period, however,
Anbessa stopped using the system and revertedriaahprocedures. Furthermore, the
system administrator trained by UNIDO was promotedanother job and stopped
giving support to the users and maintaining theesygsProgressively almost all trained
users resigned and some of them were not substitute

A different approach was adopted for the otherdiaes and also for institutional users
such as LIDI, ELIA and EIFCCOS. Here, a less sdpfated modular ERP system was
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introduced that is “open source” and can be freelstomized by IT experts. Peacock
received training on the HR module of this systemmich they are now using

successfully. The same HR module has also beeremgited in Ramsay. Similar
training was given to Tikur Abay where the IT ddpant is expected to provide
training to the HR department once the new HR margyeecruited. Batu tannery is
preparing for the same module.

The “open source* is being used by ELIA for HR abyg LIDI for the testing
laboratory, the fixed assets management, the supplyagement, for HR and for the
management of its library and archive. Initialljpglementation was delayed because
most users had given low priority to collecting aodding data. But with higher
management commitment, the situation is improvitd.IDI, the introduction of ERP
was accompanied by providing eight new PCs in otdlesubstitute old PCs with very
low performances and comply with the requiremeritshe ERP. This operation
required more than three months due to procurearahtustoms delays.

5.2.3 Product development and upgrading

At the tanneries, product upgrading focused onh&afiinishing. Such type of
assistance has been extended to Dire and Shelsitsmin

Product development for shoe manufacturers aimmttoduce new products with

higher export market potential. Given that Ethiopisahoe manufacturing is

traditionally dominated by men’s shoes, the proddetvelopment focused on

introducing designs for ladies shoes. Most of th@esdesign trainings were conducted
during the first stage of the project but the desigd collection development of leather
goods, such as lady’s bags and hotel items cortimuging the second stage. The
latter involved also participation of the respeetimanufacturers in a leather fair in
Moscow.

In 2012, the project also initiated product devetept and upgrading which was
conducted with the help of international design aotlection development experts
who provided training to LIDI experts but also ditlg to companies.

5.2.4 Export Development Program for finished Leatkr Articles (Ladies Bags)

The project conducted an export development prodoanadies bags and other leather
items targeting the Russian market. This initiativas led by the CTA and included
training for leather goods designers which has @Vea series of activities and
attained results:
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Table 19: List of activities and results under expd development program for
finished leather articles

PROGRAMME ACTIVITIES Period ATTAINED RESULTS
Gap analysis for companies selection$ 2™ Field survey & Selection of
stage eligible companies to participate
jointly with the CTA &
counterparts
Skills upgrading for companies key staff2"™ Skills upgraded
stage
Design & conduct of market testin@™ Collections developed with
collections stage guidance on costing techniques
Study tour the target fair Mosshoes grgi® Market intelligence achieved gn
buyers meetings (3 companies & LID$tage design/quality and price
counterpart)
Full fledged collections development | 2™ Fair collections developed
stage
Advance fair preparations- promotip2™ Readiness for participation
material & advertisements stage
Ethiopian participation at Mosshoes fai" Successful  fair participation
March 2012 five companies and 2 LID stage generating buyers interest |in
counterparts Ethiopian range and generating
Adding ladies shoes & gloves after fresh initial orders
survey and gap analysis for selection)

5.2.5 Increasing FDI in the sector

One of the objectives of the project is to attféldt to the sector. The project activity
for this component involves identifying and invigipotential investors to the country
and preparing feasibility studies for potentialestment projects. In terms of the latter,
feasibility studies for an upper shoe factory, fmmponents distributor trading
company, for sole manufacturing company and folb&lempany have been prepared
by UNIDO. The latter is a business guidance stuelyded to expand the company in
line with the machineries already available inféneory.

The rationale for the upper shoe factory is to engge specialization in the shoe
industry. The Ethiopian shoe industries are charasd by vertical integration with all

activities of shoe production under one roof. iftéaies are vertically integrated there
can be little specialization in different operagon Establishing upper shoe factory
however can help bring specialization since footwaaducers will engage in other
stages of production as long as they are providiéd uwppers in the market. The
rationale for the components trading company iddhk of components in the country
and problems in their timely delivery when importdebr instance, Peacock shoe
factory indicated that delays in importing compasenom abroad results in problems
of timely delivery of their product. The hope isesie projects will attract foreign

investors.
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The latest initiative of UNIDO along this line is iparticipation in a high level meeting
on investment held in Italy in March 2012, to explthe potential of the leather sector
to a group of investors.

5.2.6 The model factory approach

With the objective of developing Anbessa into a elothctory, this company is
receiving managerial support in terms of ERP, spmblain management and other
special assistance. A study was done involvingatsting procedures, operations and
merchandising etc. The purpose is to make its éxyygocess more profitable since it is
difficult to increase export prices while therensfficient costing.

A benchmarking study on Anbessa’s marketing syst@s also conducted. This study
identified gaps and suggested ways of improvingiheketing activities. Following up

on this study, many marketing activities have bémplemented. These include
reduction of collection by removing dead producaisw product development for

future design department, preparing new commuiicadéind promotional materials
such as websites, catalogues and posters and ogatti@ export manager to better
handle and communicate with customers. In addi@mnupper making specialist was
fielded to the company. The productivity of therma factory, Manpo, was improved
by working on different aspects such as system paoaar, layout, design etc.

5.2.7 Benchmarking

Though benchmarking as an activity is not a compbon&f the Project under
evaluation, the Project has continued along thesliof upgrading the sector since the
preparation of the Master Plan which includes ati@econ benchmarking by
comparing Ethiopian Leather and Leather Produatsdtry with four countries namely
India, Vietham, China and lItaly. In addition teetiMaster Plan, UNIDO has been
asked by the Minister of Industry to prepare a bemarking study in the years prior to
the initiation of the present project. In partiauffollowing the action plan prepared by
MOI to increase the contribution of leather andHea products industry to the overall
economy by enhancing its competitiveness, UNIDO pared a Practical
Benchmarking of Shoe Production in May 2007. Thelythas been endorsed by MOI
and the National Export Coordinating Committeedrve as a guideline to develop and
support the shoe sub-sector. The study describas p@ctices and benchmarks in 11
selected items: company size, location and managgesteicture, financial structure
and financial ratios, marketing and sales, overhstaatture, purchasing, design and
product development, material utilization, prodagsti human resource management,
quality control, information technology (IT). Thempose is for companies to conduct
self-assessments on the basis of good practicesamthmarks.
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Later on TLIDC conducted company specific studies Process Benchmarking
Analysis and Intervention Program for Ethiopian eshfactories by focusing on
different companie®? Indicators from UNIDO benchmarking have been usethe
present project to establish company monitoringtesys The TLIDC process
benchmarking has also been used to determine tleityprneeds for managerial
support. In this regard, for example the supplyirthpocess as a critical problem of
companies is derived from such benchmarking. UNIDGQiwear expert established a
benchmarking stitching unit in order to help impedhe stitching operation in Anbessa
factory. UNIDO marketing expert has also undertakimalized and proposed a
marketing benchmarking for Anbessa factory so agite some points aiming at a
marketing, communication and sales level. This psap was accepted by the board
and the Chairman (who is also the Director Genefdhe LIDI) though it has been
hardly implemented. This document seems to be im@hted by the management who
bought Anbessa from the Privatization Agency.

5.3  Environment and common effluent plant

UNIDO has a long standing involvement in assistiagneries to mitigate their
environmental impacts by establishing effluent tireent plants (ETP). As mentioned
above, previous UNIDO projects had delivered ETPsetven tanneries and the present
project provided additional equipments and techHnmapport. The project also
conducted several studies to address the envirammesncerns of tanneries. One of
these studies is a waste water treatment assessiriEhtanneries in Addis Ababa and
Modjo. The study makes recommendations for eachetgnto reduce their waste
water.

Another significant intervention has been the prapan of a feasibility study for a

new common ETP at the planned Leather City in Modjois common ETP would

protect the environment more effectively and atdowost than individual treatment
plants at each tannery. The feasibility study waisdacted by a team of five Project
experts in cooperation with LIDI. To date the feliog activities have been

undertaken under this component:

e A study tour to Italy by LIDI manager and UNIDO exp to learn from
common effluent treatment plants (ETPSSs);

» A stakeholder awareness creation workshop;

» Studies on company profiles, Modjo topography mvestment and operation
costs;

* The first draft of the feasibility study was subt®dt to the Steering Committee
in October 2012.

12 It should be noted that the Mol established a technical committee chaired by TLIDC and composed
of different development partners who jointly conducted the assessment based on UNIDO
benchmarking
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5.4 Support to MSMEs (informal sector)

Most of the MSMEs in the footwear sector are orgadiunder a cluster cooperative
named as ‘Ethio-International Footwear Cluster Guative Society (EIFCCOSY.
EIFCCOS has about 1000 members who are producaders, retailers and other
related commercial merchandisers. The aim of bh&t@r company is to overcome the
problem of the MSMEs and direct their efforts totdlsaa meaningful development and
participation in domestic and export market.

EIFCCOS was established and based in ‘Merkato’ efe&ddis Ababa where almost
all MSMEs in the footwear sector are found. In ordeovercome the serious problem
of production site faced by MSMEs, the City Admtrasion built G+4 working and
selling premises for the MSMEs. About 160 operaton® are members of EIFCCOS
have now moved to the premise though some ardedtilh their original location.

UNIDO in the past has assisted MSMEs who are masilster members. Its assistance
to the MSMEs is part of the broader Integrated Rnwgfor Ethiopia (IPEf. Between
2005 and 2009, UNIDO implemented a project on “dsleng the Potential of
MSMEs in Ethiopia’ in which four clusters namelyettMerkato’ Footwear Cluster,
the Gullele Handloom Cluster, the Addis Abeba Reawdyle Garment Cluster and the
Mekelle Metal and Wood Works Cluster were seleadatlof the 14 clusters initially
mapped® on the basis of the clusters’ potential for prapgrowth, intervention
feasibility and diffusion prospect (UNIDO, 2010UNIDO believes that clustering is
the right approach to industrial and MSME promotianEthiopia (Pietrobelli et al
(2009). Some of the achievements of the clust@rageh in the footwear sector
include:

» Establishing two networks (TESFA and REDET) to eyegan joint activities
like joint purchase of raw material;

» Customized training for 75 enterprise owners andkess through LLPTI in
three areas of shoe making namely a)design andrpattaking, b) cutting —
preparation-stitching c)Lasting-making-finishingegang ;

1t should be noted that there are some MSME operators who are not members of EIFCCOS

" The initial involvement of UNIDO in MSMEs is in 2001 with a project ‘Promotion and Development of
MSMEs in Ethiopia” which run for three years

> The 14 clusters identified were Mekelle metal and wood works cluster, Adigrat metal and wood
works cluster, Wokru Bee keeping cluster, Mekelle handloom weaving cluster, Bahir Dar metal & wood
works cluster, Bahir Dar garments cluster, Awassa metal & wood works cluster, Awassa garment
cluster, Nazareth edible oil processing cluster, Nazareth flourmills cluster, Nazareth construction
materials cluster, Addis Ababa (Merkato) leather footwear cluster, Addis Ababa readymade garments
cluster, Addis Ababa (Guleli) handloom weaving cluster.
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» Sensitizing small entrepreneurs to the use of bekehnology in shoe
production and linking some operators with machimg@orters who import
small new and second hand machines. This has edsidt small producers
changing from their old machineries to semi-mecheshimachineries;

» Participating in international trade fairs and kmazawith the purpose of
creating market linkage and promotion. About 50egrises of the clusters
participated in the event by passing wholesalers ware the usual customers
for producers;

» Sensitizing cluster members about the workings afrdlFinance Institutions
(MFIs) and assisting MFIs to customize their pradu the needs of the
MSMEs; and

» Strengthening inter-firm collaboration

Though the above are indications of some positgelts, the MSMESs in the cluster
still need support in different areas of technaadl skill upgrading, finance, marketing
etc. Cluster development is a long process andsneeloe continued.

In light of the above, the present project documgpecifies the MSMEs as one
component. The aim, according to the document,oigsdntrast competing cheap
foreign products sold on the local market; pilatdbnew production to international
market; and work on sub-contract arrangement to®qiented mechanized firms.
The Project thus envisaged developing technical @ashagerial skills within the
informal sector; providing design training, fa@ling the creation of Italian style
industrial cluster; and encouraging the informattge companies to update their
production and establishing mutual guarantee fund.

The MSME component, however, was kept on hold afjelaexcept UNIDO’s
assistance extended to MSMEs to participate intltivel All African Leather Fair
(AALF) held in January 2010. Some intervention wpékticularly marketing activities
in the form of the definition of a brand strategydaroduct development began only at
the time of evaluation. The evaluation mission obsg the marketing expert holding a
meeting with the EIFCCOS executives to select |ldgodifferent products lines, in
accordance to the new marketing strategy oriemmedrds a branding. The mission has
also observed an expert fielded at EIFCCOS progidmining for some workshop
owners on different designs of men’s, ladies andd@n shoes. The evaluation
mission also learned that EIFCCOS approached Llaly wecently to express its
demands. According to the Head of the EIFCCOS otiganization was not ready to
seek assistance and it is only three months ago7(iDecember 2011) that a letter was
written to UNIDO specifying their needs of assis&rin marketing, business plan
preparation and ERP implementation as well as mtodievelopment. The letter
received a positive feedback from the Project Manag the 12 December 2011.
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Most recently, EIFCCOS, has hired through the Hftlaio Competitive Fund nine
Italian footwear experts to design the productietug for the targeted 3 million pairs
per year. On this occasion, EIFCCOS reconfirmedbitasad strategy and the brands
developed in cooperation with the UNIDO marketingest.
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6. Assessment based on evaluation criteria

6.1 Relevance and ownership

In the following, relevance and ownership are assgdor the key players of the
project: Government; leather industry; LIDI; MSMEBEd“Merkato” entrepreneurs; and
— last but not least — workers in the (formal amfdrimal) leather industry.

The project was designed in full compliance witb Master Plan for the leather sector
developed by UNIDO under an earlier project. Subseatly, this plan was adopted as
official government policy, which is why the initi@roject planning was also fully
aligned with Government priorities for the leatlsexctor. When government changed
priorities in 2010, the project aligned with thessv priorities. Therefore, Government
relevance is assessed as very high, both for thtealirplanning and for the
implementation process. Equally, Government ownprsh assessed as very high.
There is ample evidence that the Mol has beenmdyiand steering this project at all
stages.

For the community of the bigger shoe and leathenpamies, the project shows
sustained relevance by its activities related t@dpction and supply chain
management; product development; subcontracting-and

The focus on supply chain management and ERP unttmoh reflected the
benchmarking priorities of the Master Plan and w@sfirmed by company managers
at a workshop. The selection of Anbessa as a fakibry for ERP introduction was
relevant although management commitment was sonteetiaced when the company
became privatized. The other companies also amteecithe introduction of ERP
systems as a welcome support of their upgradirayteffAt factory level concern was
raised about the transparency of sub-contractingpamies or individuals working
with factories.

Product development is relevant because it taayetislely recognized weakness of the
Ethiopian leather industry. The current businessleh@f exporters relies on buyers
coming with their own design (known as the “cutkmand trim” model in the textile
industry). It limits the ability of manufacturers aiccess their customers directly and
reduces their bargaining power and hence their imargut product development is
also relevant for manufacturers delivering prodictghe national market. Overcoming
Ethiopia’s negative trade balance for shoes depead®ng other factors, on the
manufacturers’ ability to come up with attractivesayns. The initiatives of the project
to introduce new designs are therefore relevantagulopriate. Companies, however,
need to have their own design units to absorb swgiport for sustainable product
innovation.
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It should be underlined that Ethiopia’s growingioaal market is a valuable asset for
the leather and shoe industry. The better the inglusll be able to cope with imports,

the better they will also be able to cope with cefitprs on export markets. And, in

turn, there are many ways how exporters can usecé#pabilities they gain as

subcontractors to enhance their production fotdbal market.

Therefore, the project activities to facilitate sabtracting and to attract FDI were not
only in line with government priorities but alsotlwicompany interests. However,
relevance depends on the willingness of investois lauyers to not only skim-off

“cheap labor” profits but to encourage technolognsfer and production of high-
valued goods.

The project was also relevant to LIDI because Mad hsked UNIDO to follow-up on
the recommendations of the earlier independenuatiah to continuously support the
managerial and operative capacity of LLPTI (now DIC5uch capacity building took
place in the areas of management and ERP impletreentas well as LIDI staff
training in the design and marketing units. Thiatowous capacity building has been
highly relevant but the project does not seem téulbg owned by LIDI management.

This apparent discrepancy is not due to the origmeeption of the project or its
objectives. Key informants agree that the projecelevant to LIDI in terms of helping
the institute discharge its responsibilities. Théstng ownership problems originate
rather from the fact that LIDI management feelsekictd in the activity planning of
the project and its recruitment, selection and watédn of experts. However, UNIDO
does not agree with this view and the evaluatove imat been able to fully illuminate
these differences of perception between LIDI andDI

As explained in chapter 2 above, the “informal” MBEMhoe producers are mostly
located in the “Merkato” area of Addis Ababa. Tlag presumably producing half of
the national shoe production and offering more t8@% of the jobs. The decision of
the Steering Committee to drop MSME support frora thitial priority list of the
project diminished of course the relevance of thgegt for the MSMEs and their
associations, such as EIFCCOS. However, the decisioreiterate MSME support
under the project extension in 2012 reestablish&d/H relevance.

The income situation and working conditions of therkers in the leather industry
have been analyzed in some detail under chaptdvo2ea Because of slim profit
margins, wages in the shoe industry are relatileelyas compared to other industries.
Helpers and other “working poor” at the bottom bé tsalary scale oftentimes don’t
earn living wages. In the tanneries sector, profirgins and hence wages seem to be
slightly more advantageous. For many workers inittiermal sector, their income
situation and in particular their working condit®oare presumably even worse than in
the formal sector.
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For the latter, the relevance of the project haanh®egatively affected by the priority
shift mentioned above. However, thetentialrelevance of future project interventions
to improve working conditions and reduce the nurabefr “working poor” in the
informal leather sector is pretty high. As regaittis workers in the formal sector, it is
quite likely that the project has contributed teremsing the number of jobs but the
income situation of this group of stakeholders hassbeen on the radar screen of the
project. As a result, project relevance in thisareighas been limited.

6.2 Efficiency and coordination

Efficiency refers to how economically or timely adies are conducted and to what
extent they lead to the desired outputs. In thiewiohg, the efficiency of the project is

assessed in terms of delivering international amational expertise, conducting
trainings and study tours, purchasing equipment waitl regard to internal and

external coordination mechanisms.

Most interviewees considered the technical assist@novided by UNIDO experts as

useful. There are, however, some differences innieal capacities and usefulness. For
instance, a footwear expert fielded in AnbessaRemcock was highly appreciated and
demonstrated significant results. On the other handther expert placed in Anbessa
for costing and merchandise management was not &gpreciated and the outputs
were not put into use. A key informant in anothempany mentioned that the

assistance of a marketing expert had some methsugh the objective of a more

direct access to the customers is not yet achieved.

The efficiency of expert delivery is not only inflmced by the competence of the
expert but also by the delivery mode of expertidaration and frequency of contracts
are key factors in this respect. In some casesPDNielied on a few individuals who

were repeatedly fielded for several rounds of roissi Some beneficiaries found that
this practice can limit the transfer of experienassit does not allow for a mix of

people with different backgrounds and mix of cnagtiand innovativeness to come to
the project. In other cases, when internationakegspcame in only once and for very
short periods, criticism arose that the efficien€knowledge transfer could be limited
because of that. As a matter of fact, there isixedfrule for the optimum duration of

expert missions but efficient and consensual daeisaaking on that important matter
is crucial.

The project relied omternational experts for most of its activitieblational experts
were hired only in a few cases. A positive exanti@e been the decision towards the
end of the project to hire three local IT expemsl @ national IT consultant and to
subcontract a local IT company for software tragnat Anbessa. Such use of local
experts comes at a lower cost and may, at the siamee bring better results as these
experts are locally embedded and can easily reddatee beneficiaries.

44



The efficiency of trainings, workshops and studyrsois difficult to measure. Most of

the numerous trainings resulted in outputs. Marnkgetirainees passed a test with
certification of recognition. The hands-on trainingstitching, cutting, pattern making

resulted in preparing samples. The efficiency afhstrainings was increased when
training manuals were provided, as in the case eafther garment design and
marketing, as well as for the ERP manual. Unfately, these manuals were not
always transferred to the LIDI library and Direatas for future use and wider impact.
The timeliness of training and other immaterialjpco services was generally good. In
one case, the recruitment of an expert for gloeartelogy encountered considerable
delays.

Procurement efficiency was more of an issue, ajhawt much at stake because the
procurement component of this project was smallweéicer, problems at customs did
lead to late delivery of equipment for LIDI, appattg because of communication
problems between the project and the UNIDO Offi¢¢hen the project manager
moved back to UNIDO HQ, communication between thejget and the UNIDO
Office became difficult. At the time of the evaligat, both sides perceived a lack of
cooperation and due diligence.

Implementation efficiency was also affected by dowation problems between the
project team and the team of consultants from Indleo are implementing the
benchmarking component at LIDI. There have beeressawhen LIDI staff was
unavailable for training sessions of the projectduse they had to attend other
trainings. Quite clearly, the project managemernt was not in day-to-day contact
with the Indian consultants, although these aratkxt in an office across the floor at
LIDI.

Externalcoordination has been taken care of by a committ&®nors who are active
in the leather sector, although there is no evidethat this committee meets on a
regular basis. There is also no evidence that aagtie relationship took place
between UNIDO and GIZ/CLRI/FDDI who are implemeagtithe engineering capacity
building program (ECBP). It seems that the decisibthe Government to have the
benchmarking activities for the leather sector exst by the ECBP has led to some
unhealthy competition of the various parties. Aifnas exception in this regard seems
to be the joint support to the Ethiopian leathedustry association (ELIA) for the
annual “East African Leather Fair”.

UNIDO has made very valuable contributionsSouth-Souttcooperation under this
project. The Eastern and Southern Africa Leatheusiries Association (EASLIA)
was contracted to provide expertise to open uKdreyan market. The sub-contracting
of the National Institute for Standards (NIS) in yiag for training laboratory
technicians, of the South African Accreditation BdSIANAS for the accreditation to
the laboratory and of ACCORD for tleistomization of ERP software for Anbessa
provide ample evidence along this line.
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6.3 Effectiveness and impact

Effectiveness and impact are assessed againswthenimediate objectives of the
project:

- Objective 1: Upgrading and enhancement of the éatidustry competitiveness in
order to accelerate the implementation of the TPAraach.

- Objectives 2 Capacity building of the LIDI to manage and cdnate the LLPI
value chain and clusters and Upgrading of the teehmnd management skill of
LIDI in order to turn it into a professional sergicenter supporting the LLPI.

As mentioned above, the project planning was ndly faompliant with RBM
principles. Hence, the logframe does not includgdalvely verifiable indicators for
the above mentioned immediate objectives.

Objective 1: Upgrading of the Ethiopian leathernisily

The project document does not offer a viable dedini of “competitiveness” of

enterprises, nor does it include indicators or gipsons for monitoring of this key

success variable. As a consequence of this lackd€ators, systematic outcome
monitoring data are not available.

The direct project interventions at companies fedusn Anbessa as a “pilot” factory
and on Peacock. Anbessa was selected as a “pdotdrly because, as a government
enterprise, it can be used for demonstration. Tdrapany was, however, privatized
towards the end of 2011 Some activities were also conducted at Tikur At2atu
tannery, Addis tanneries, Sheba factory and leagbeds industries such as ELICO,
GLG, JONZO companies.

Anbessa

The interventions at Anbessa included managemeaining, costing and
merchandising, introduction of an ERP system, shgor design, product
development, marketing and market linkages withBhast African market.

The major positive impact at Anbessa was achieyenldining and changing the shop
floor lay out at Anbessa’s branch factory ManpoisThas led to dramatic labor
productivity gains from 1.6 pairs/operator/day fogairs/operator/day.

16 Initially, these were two objectives. They have been merged when the former LLPTI became LIDI.

Y There is no evidence to attribute the privatization of Anbessa to UNIDO’s intervention. One can
however assume that the privatization was facilitated by a combination of interventions, such as BPR
implementation by the government, the effort to upgrade some of the machineries and the
productivity gains registered in the Manpo branch factory where the UNIDO project intervened.
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The product development assistance was less stuiceBse expert developed new
ladies shoe designs but key informants indicatetl these designs have not yet found
their way to export or domestic markets. AnbesgaHicipation in the international
fair was a learning experience but did not yet ¢oéite in access to new customers or
translate into sales. The costing assistance vgasnatt found to be practical and hence
not implemented.

Furthermore, the Project provided assistance toe8sd to review its brand strategy
including the analysis and benchmarking of its reting, the redefinition of the range
of the collection and the design of a new logo. deer, the Anbessa management
decided to refrain from implementing the suggesteahges. The management and the
UNIDO expert have contrasting views why this hapgaen

The implementation of the “Fashion” ERP system abdéssa was inconclusive. Two
main reasons were quoted why the implementatiahisfsupply chain ERP is put on
hold. The company had problems with gathering diadan their manual procedures
and from their network of shops. And the Chief Aagtant resigned at the end of the
training for a better employment. However, inteio@dl and national experts who
have followed this experience at Anbessa seem hzwothat the introduction of

specialized production and supply chain ERP sysienithiopian shoe factories may
be premature at the present stage.

It can be concluded from the above that the effeness of the project interventions at
Anbessa has been mixed. Besides the consideraptevements of labor productivity
at Manpo, the interventions have not yet resultethngible and concrete changes in
Anbessa’s main factory. Of course, under theseitiond, the expected demonstration
effects to other companies did not occur.

Peacock

Assistance to Peacock shoe factory was more sdutdsdere, experts were fielded for
training and rationalization, developing new lad&soe designs and to help the
company with entering COMESA markets. More receraty “open source” ERP

system for human resource was introduced and timpaoy indicated its capability to

handle the ERP software by inputting data for adoBn5 persons. In addition, UNIDO

assisted Peacock to enter into sub-contractingggakawith the Italian buyer and brand
owner GEOX.

The project interventions led to new systems ofknamd operation standards in the
factory. According to a key informant, the trainiofy40-50 stitching operators enabled
productivity gains that were however not quantififéacock continues using training
guidelines and manuals to ensure the continuitgkilfs upgrading of their staft

' This particular training has also involved a trainee from LIDI with the result that the skills can be
passed on to other factories as well.
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There was also an improvement in the shop floolatyfor stitching as a result of an
expert fielded in the company. The shop floor laysoare in use currently with
positive impacts on the factory.

Product development assistance for ladies shogress successful and resulted in a
trial order of 3000 shoes by the international bigrthman. The order, however, did
not continue because Peacock did not accept thgimaonsented by the buyer.
However, in the meantime Peacock has managed to @gpenew export market for
ladies shoes.

Unlike Anbessa, Peacock seems to be developingouiger relationships rather
successfully. Two of its international buyers, nmMAAGOCOR and GEOX, are
actively engaged into knowledge transfer activiti@EOX seems to be particularly
proactive. They trained three Peacock employedsailp and sent technical experts
who provide on-the-job training for almost all Peek employees as well as quality
inspectors who inspect the quality of the shoes safdty and health requirements
according to international standards. GEOX evermplseg some machinery to Peacock.
UNIDO facilitated this productive relationship betn Peacock and GEOX, which
could be considered a model case for the positpé-arer that trustful buyer-
subcontractor relationships can deliver.

UNIDQO'’s effort to link Peacock with COMESA countsielid, however, not yet come
to fruition because of external factors. An enveshgxport to Kenya did not yet
materialize. Because Ethiopia is not a full membeiCOMESA, the Quality and
Standards Authority of Ethiopia (QSAE) cannot deticertificates that are recognized
by the Kenyan Bureau of Standard (KBS). Howeveg, tiNIDO initiative raised the
company’s awareness for quality certification andaairaged it to move towards ISO
certification for the whole factory from the QSAEeacock believes that, with such an
ISO certificate, they will be able to export todmational markets including Kenya.

It can be concluded from the Peacock case that dbmpany has significantly
improved its competitiveness. Good management dbk ageintensive and trustful
buyer relationships seems to be the key.

Other shoe factories, tanneries and leather goodsdustries

ERP and marketing have been the main areas ofvamton in other factories and
tanneries. Tikur Abay, Ramsay, Pittards and Batmeay proceed with implementing
the “open source” ERP for human resource managereiikur Abay, Peacock and
Ramsay the module is already operational. Atteneldmalidays, leaves, contracts, skill
mapping and development, discipline and acquiredeeance are now managed
through ERP.

Three staff members of Addis Ababa Tannery atterahechtensive two-week training
by a UNIDO expert. The tannery management confirtted their finishing and re-
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tanning processes have tangibly improved since dhant. Addis and Batu tanneries
confirmed that the support for web site developnvead useful.

In the leather goods industries the initiation ompanies for export has concentrated
on product development for ladies bag collectiod hatel items. The introduction of
ladies bag design and fabrication to GLG, JONZO BhtCO resulted in production
of newly designed products. In addition, the comgmmere supported to participate in
a trade fair in Moscow. The growing interest iniésdbags in the domestic market
could also be cited as spinoff of the project.

Under its FDI component the marketing expert of ghgect plans prepared a number
of business plans. The business plans for Shebfoasdmponent trading attracted the
interest of possible investors from Italy. Anothielian company showed interest in a
joint venture on sole production.

Objective 2: Capacity building of LIDI

This component is a continuation of the earlier DQIproject with the LLPTI, which
concentrated on capacity building. The indepenégatuation of this project in 2007
found that progress had been made but that caphailging objectives and the
intended refocusing of the institute to businessdsewvere not yet fully achieved. The
evaluation therefore recommended to UNIDO and takah Cooperation to provide
continuous support for capacity building, althowgtder certain conditions.

LIDI (former LLPTI) is entrusted with training ldaér workers and technicians and
with providing services and skills training to tbempanies in the leather sector. LIDI
is structured in different directorates and sestidaboratory, leather technology, shoe
technology, leather goods manufacturing, markegittg UNIDO’s assistance to LIDI
pertained to capacity building for the laboratottye marketing and product design
departments, introducing an ERP system, improvihg tIDI website and
communication strategy and providing logistical o for fairs.

The laboratory support has been very successfDl afficials confirm that test results
have acceptance among foreign buyers. The labgrétas intensified its activities
after the accreditation and by implication has ewkd the competitiveness of the
leather sector. Companies that used to send saraptead are now using the local
service at significantly lower cost.

The marketing department received training on piegaand presenting market
studies. While LIDI management recognizes, in pple; the usefulness of such
training, it appears that staff members are unablese their newly acquainted skills
properly because of work overload in the departméné department made available
the market studies conducted by the internationatketing expert (see above in
chapter 3) to industry. However, there is no evidethat companies make effective
use of these studies.
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Due to UNIDQ's assistance, LIDI's product develomtnenit has been able to design
and manufacture new ladies bags and participatesiivioscow trade fair together with
the above mentioned companies. According to LIDis tcreated an important
opportunity to introduce Ethiopian leather produttisthe international market. The
branding strategy designed for the Moscow trade dlo appeared in international
Italian subscription magazine read by internationaloducers, buyers and
manufacturers.

However, the Project provided only limited effotts link its product development
interventions with the existing product developmesnters at LIDI. Thus there should
be room for improvement for possible product depeient support under a future
project to strengthen LIDI's product developmematies on a sustainable basis.

UNIDOQO’s assistance to LIDI management focused drodtucing the “open source”
ERP system to improve LIDI's human resource mana&gem fixed assets
management, supply management, laboratory manageraechive management,
library management, and communication. The regsmedepartments were equipped
with eight PCs, printers and scanners. ERP tramwgre provided to the human
resource directorate, communication, laboratory diménce directorates. These
departments acknowledge the value of the trainmgsthe full impact is still to be
realized. At the time of the evaluation, the inggtwas in the process of putting data
into the ERP and the communication directorateelvel that there is still a need for
improving communication skills to discharge th@&sponsibility effectively.

Workshops were organized in Ethiopia and abroadléNhese workshops were useful
in their own rights, they have not always resultedchange of practice by LIDI,

companies or the government. For instance, the shogk held in Kenya on quality
certification gave a responsibility to LIDI to optize quality certification for exports

to COMESA countries but these improvements arktstdome.

In addition to LIDI, EIFCCOS had also some ancilldrenefits from the capacity
building component. An ERP module for membershipnaggment has been
implemented including a complex accounting modolethe 600 production units of
EIFFCOS.
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6.4 Sustainability

Sustainability at enterprise level (Objective 1):

The project implemented two different types of ER®Btems at enterprise level: a
specialized ERP for footwear companies (“Fashiat’the pilot company Anbessa and
customized open source ERPs in other companies. piloe company found the
specialized ERP rather complex as compared to uhert state of management and
therefore difficult to sustain. Factors that coastranticipatory planning at factory
level needed to be overcome and managerial presieegii in place before
implementing this kind of ERP successfully. Furthere, sustainability is constrained
by the cost of the “Fashion” system that is tooesgive for companies to purchase on
their own.

The open source ERP is less costly and complex @osgs less sustainability
challenges. Challenges with this system rathetaelto the implementation approach.
In one of the companies the evaluation mission mesethat the IT specialists in the
company were waiting for the local UNIDO specialistcome and fix the problems
instead of addressing the problem themselves. iitag be an indication of over-
assistance and that, at least at the moment advhleation, sustainability was not yet
achieved.

Under product development beneficiaries have béandiands-on training in design
and fabrication of products. Companies that besgfitrom product development
support have developed their collections and ame able to produce new models
provided there is a market. The sustainability midpict development depends thus on
the extent to which developed products enter exgprddcal markets.

The marketing component is likely to have a laseffgct as it is concerned with skills

transfer and accompanied by a marketing manual.bféreding and logo development
however was often conducted as a one-time dirggbat without strengthening the

marketing capacities of firms on a sustainables@sis reflects of course the scarcity
of the human resources available at the firms, saghmarketing managers, sales
managers and graphic designers. In addition, asionea above, the cost-benefit

effectiveness of these services are not always eled pose sustainability challenges.
The marketing studies contain useful informatioh dnd-users do not seem to be fully
convinced of the practical importance of theseistidMost companies still very much

depend on brokers to access export markets andndrketing studies alone are

insufficient to overcome this dependency.

Sustainability at LIDI (Objective 2):

The Project support to the LIDI laboratory has ingé the necessary equipment and
skills for the laboratory to become accredited duathce to conduct tests that are
internationally accepted. The laboratory staff ys fow able to conduct these tests
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without external assistance. The LIDI laborators established a good reputation
among beneficiaries and the demand for testingicesis growing. Technically, the
laboratory support is therefore likely to be susdhie.

The implementation of the open source ERP systentCdtwas still underway at the
time of the evaluation. However, the high levelcommitment of LIDI management
and of the concerned staff members to this taakpissitive sign for sustainability.

The main sustainability challenges for LIDI capgdiuilding are of a more general
nature and relate to UNIDO'’s “agency implementdtiorode. This mode implies that
the ultimate responsibility for the implementatiminproject activities lies with UNIDO
and not with the partner agency. LIDI officials lkasontrasted this mode of operation
with the “national execution” modality practiced lmgher donors who avail funds
directly to the partner institution for implementat of project activities.

Partners tend to perceive “agency implementatianleas transparent and to develop
limited ownership even if UNIDO submits all neceysaformation and strives for
joint decision making. In the present context tiesiion arises whether, after almost
10 years of capacity building, “agency implemeioiaitiis still the most appropriate
modality and whether UNIDO has enough room for roaee in its implementation
methods to gradually accommodate the concernsdraigéhe partner organization. On
the other hand, it remains to be seen whether Wdld be capable to fully comply
with the accountability requirements of “nationaeeution”.

6.5 Strengths and weaknesses of the project

The following distills the strengths and weaknessiethe project from the foregoing
discussion.

Project strengths

Relevance of the project

The major strength of the project is its relevaand alignment with the national plan
of the country of strengthening the leather sea@toorder to boost exports. The
immediate objectives of the project are clearlygradd with the intentions of the
government.

Project steering committee

Project management is supervised by a steering db@enwhich reviews progresses
and provides guidelines. This has ensured consigtefith government policies and
priorities and good ownership at the political leve
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Accreditation of the laboratory

The project has made a difference in achievingedtitation of the LIDI laboratory
which is currently providing internationally recoged test services to industry. This
service is crucial for the Ethiopian leather andther products industries to enter
international markets.

Productivity improvement in Manpo and Peacock

Key informants indicated that the intervention dIlDO has resulted in productivity
improvement particularly in the stitching sectiook Manpo and Peacock. Since
productivity improvement is a key to competitivesiethe gains in this regard are
therefore significant achievements.

Skills transfer

The project has organized several short term trggand training manuals in different
topics such as marketing, garment making, ERPTétese trainings have transferred
skills to the industry and to LIDI.

Product diversification

The project has worked to introduce ladies shoesladies bags to some companies.
The idea is to diversify their product type andiethe benefits from such products.

This has increased the collections of companiescandbe used as a basis for better
market penetration and entering new markets.

Image creation and lee way for e-commerce

Much of the marketing support to companies focusedorand strategy redirection.
This included as well logo design, web site develept, posters and brochures. This is
fundamental in organizing companies, creating image providing lee ways for e-
commerce which is the order of the day.

International exposure and international awarenesgreation

One of the intervention areas of the project iema@able beneficiaries participate in
international trade fairs with their own productedasamples. This has two benefits.
First it helps beneficiaries to be able to paratgin international fair by developing
products, samples and logos and helps them leamm ifiternational exposure. Second,
it helps to create awareness and position the [#mo leather sector with the
international community.

Business plans for critical industry in the sector

One of the serious problems of the shoe sectdrarcountry is the lack of components
in the country. This has led the shoe sectors fiersifrom long lead time in importing
components with its own effect on the export atiggi of the industry. Cognizant of
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this fact, the project prepared a business placdarponent distributing company with
the hope of attracting potential investment. A egerisite to attracting FDI in the
sector is the preparation of business plans fami@l projects.

Sub-contracting specialized institutions and orgaraations

UNIDO has undertaken sub-contracting arrangemeritis several institutions and
organizations that are appropriate for the activityhas worked with SANAS for the
laboratory, ACCORD for ERP customization, ESALIAr f€OMESA market etc.
These specialized institutions bring their own itngibnal specializations to the sector
and enable UNIDO to deliver quality service. Sonfieghem also foster south-south
cooperation.

Weaknesses
Limited ownership at institutional level

There is a discrepancy between the good ownerghipeapolitical level and limited
ownership at the institutional level. Although tB&eering Committee mechanism of
the project was effective and ensured excellentersimp at Government level, the
project and its institutional partners encountetificulties to translate the orientations
of the Steering Committee into operational decisicd@wnership at institutional and
company level was affected by these difficulties. @result of these difficulties, the
Project did not fully reach all of its capacity loling objectives.

Coordination of activities and sharing of information

There is a discrepancy between the perception leetyweoject management and key
partners when it comes to sharing information awdrdination. While project
management is satisfied with the flow of informati&ey informants at LIDI did not
feel sufficiently informed about project plans, esfements and progress. Concerned
departments in LIDI indicated that they are not i@n@af current project interventions
in factories. There is evidence that coordinatibnnterventions at factory level and
training activities in LIDI has been sub-optimal.

Empowering partners in recruiting and evaluating international experts

Project partners do not feel sufficiently empoweted participate in the ex-ante
selection and ex-post performance evaluation cdrivdtional experts. This may be
partly a consequence of UNIDO’s “agency implemeaatédtmode and has resulted in
dissatisfaction and reduced ownership among paitner

Trade-off between continuity and innovation

The project did not find a proper balance betweentiouity and innovation when
hiring international experts. In some cases, thagept fielded the same experts for
many rounds of missions and partners felt that ¢bistinuity reduced the variety of
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experiences and knowledge and may ultimately aféeestivity and innovation. In

other cases valuable experts were brought in for sfeort periods of time and partners
felt they didn’t have a chance to take full advgetdor knowledge transfer and
learning.

Limited utilization of local experts

Though there is some effort to use local expertsiaputs, the project heavily relies on
international experts and inputs. This reduceftfieiency of resource use. It has been
mentioned above that the project needs to mix bational and international experts
particularly in areas that might require creatiatyd innovation.

Capacity building of LIDI technical departments

The product development centers, the CAD/CAM cantéhne leather technology
directorate and the shoe technology directorateaareng the critical arms of LIDI.
Currently, the project’s involvement in these eestis, however, limited. Key
informants from LIDI are unsatisfied with the projgerformance in developing the
capacities of these departments.

Identification of best practices and up-scaling

There is room for improving the transfer of knowah&rom the pilot enterprises and
scaling up good practices. A case in point is tleekahop to share the experiences of
Anbessa, which has been a one-time exercise ohly.Project does not extract best
practices systematically and share them widelyakeholders in the sector.

Gender mainstreaming

The project has aimed at achieving gender maimstrepby working together and
creating synergy with the Ethiopian Women Developm&und (EWDP). This
however has not been followed up in the projeet lif

Donor coordination

A number of donors are currently operating in thetar: CLRI, GIZ, USAID etc. In
the past donors had established a special donapdoo the leather sector but there is
no evidence that this group is still active. Thexyalso no evidence that LIDI gives
high priority to donor coordination.

55



/. CoNclusions, lessons and recommendations

7.1 General conclusions and lessons

The decision to address the upgrading of the leatigeistry by a comprehensive and
“systemic” approach is commendable since the seatequires multi-front
interventions, including policy interventions, famproved competitiveness. The
government adopted this comprehensive approadk sector strategy, which calls for
simultaneous interventions in different dimensioAscordingly, the project under
evaluation decided broadening the focus of theiezaproject. Instead of a limited
focus on LIDI capacity building only it also incled direct interventions in tanneries,
shoe factories and leather goods industries.

According to its initial planning, the project wauhave been highly relevant for shoe
manufacturers in the informal sector but this ratese was dramatically reduced when
the government decided to redefine project priesitand refocus on the “modern”
sector only. Relevance for informal sector playar8Merkato” was partially restored
in 2012 when the Project extended the scope atitisities to EIFCCOS.

The bulk of the Project has been aiming at imprguine capacity of the sector by
imparting skills, introducing new products, intrathg quality assurance, creating
exposure to international markets and improving thanagement and marketing
operations of medium sized enterprises. This amtrchas been implemented by
focusing on selected factories and the LIDI. Thejgut has fielded numerous experts
and attained skills transfer in different areasmération.

This evaluation has ascertained that the projeetels aligned with the government
policy and is fully owned by stakeholders at thghleist level. However, the project and
its institutional partners encountered difficultiess translate the orientations of the
Steering Committee into operational decisions, Wwhiaffected ownership at
institutional and company level.

At company level, the project provided differenpdég of support that resulted in
productivity gains in some companies, increasedlyxd collections and developed
brands and promotional materials. In doing so tt@ept envisaged to develop the
capacity of companies and promote their image byiging lee way for e-commerce.

The marketing component aimed to instill a moreaptve marketing approach to
international and national markets, which is a dionl for increased bargaining
power. Building on earlier experience under theytlia Made in Ethiopia” project the
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marketing experts of the programme developed brandsother promotional tools for
a number of factories. Beneficiaries recognizedugefulness of the support but not all
of these project inputs are actually used.

At the productivity front, the project decided to geyond technical benchmarking and
to promote innovative tools and methods for supgiyain management. A pilot
experience at one of the shoe factories testetharraophisticated Enterprise Resource
Planning system (ERP) that is widely used in Italishoe factories. The pilot
experience showed, however, that this technology mwappropriate under the given
circumstances. Upscaling the experience to othenpemies was therefore not
envisaged. The experience helped the project togehatrategy and to use a less
sophisticated Open Source software that allows fmore step-by-step implementation
approach. At the time of the evaluation these systeere being up-scaled and started
to become operational in several enterprises.

Continuous capacity building of LIDI has been tleemd strand of the Project. The
assistance to laboratory accreditation enabled Litbprovide quality tests for the
industry with the result of facilitating the intetional business. The project also built
the capacity of the marketing department by transig skills on how to make
marketing studies. However, the department doesnadte full use of the developed
capacity due to other priorities. The leather goo@partment has been party to
UNIDO’s initiative to develop new products for poges of participating in
international fairs. This activity has however rémeal a one-time event and needs to
be continued and diversified for lasting impactsic8 the institute has a leather goods
product development center (PDC) such initiativeusth have been closely associated
with building the capacity of such center as wethinings in ERP for human resource
and trainings in communication department have plméential to improve the
management and communication capacity of the urnstit

Overall, the Project did not reach all of its capalbuilding objectives. Interviews with
stakeholders and partners of indicate that thétumsthas still deficiencies in technical
skills and its ability to pioneer new technologieshe sector. Enterprise managers also
indicated that they need to re-train graduatesIbil ko acquaint them with practical
skills that are key to the trade. Despite effortsdm to improve its industry linkages
through restructuring and capacity building, thstitate still awaits more work in this
regard. Partners of the sector see part of thelgmobn the high turn-over of
professionals the Institute is suffering from. tnr, this high turn over is due to the
weak incentive structure of the Institute. Theitagt is supposed to cover its cost but
to date there is no evidence to what degree thextbe has been achieved.

At country level, the purpose of the project isupgrade the leather and leather
products industry by catalyzing changes in theasett this regard UNIDO introduced

production benchmarking as a powerful method uadeearlier project as part of the
sector business plan. Benchmarking introduces diea bf international excellence
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standards and creates a positive attitude of cotivesiess among producers.
Subsequently, the government decided to transfer ithplementation of the
benchmarking to improve production techniques anmany level to CLRI with
positive changes in the sector. The present prdjast expanded the benchmarking
method to marketing though its implementation ilswanting.

The project has contributed directly or indiredibythe increase of leather and leather
goods exports from USD 67 million in 2004/05 to US4 million in 2010/11. Such
increase has of course resulted from a whole rahgeojects, policies and programs.
However, the contribution of UNIDQO’s projects innggal and the current project in
particular is widely recognized. Another positiverid is the shift from raw material
exports towards exports of finished leather, shaes leather goods. The export of
finished leather has been very much influenced d&iez UNIDO interventions at
tannery level. Under the current project, effoitsassist selected tanneries with
improving their finishing techniques made additiooantributions. For shoe exports,
the focus on improving the technical capability ppbducing shoes in general and
ladies shoe in particular is a contribution of pineject.

Overall the project can claim to have made contitims to job creation and poverty
reduction although there are no figures availablethiat effect. However, poverty
effects will remain limited as long as the very laxage levels in the leather sector and
in particular in the shoe industry continue to exis

7.2 Specific conclusions and recommendations
Recommendations to the Government and UNIDO

Design an innovative follow-up project

There is scope for an innovative follow-up projdttis advisable that such a project
should pursue the sector-wide and systemic approathe present project but also
bring in innovative elements. While a certain antoohcontinuity is necessary, the
follow-up project should not be just “more of theee”. To ensure the design of the
future project takes into account the interests@matities of all relevant stakeholders,
the Government should set up a multi-stakeholdernaittee including, inter alia, the
following organizations: Mol; LIDI; ELIA; EIFCCOSFeMSEDA; AAMSEDA and
UNIDO to accompany and steer the design of theréupuroject. The Government
should also set up the necessary donor coordinatiechanisms to ensure synergies
with other donor initiatives. The future leathepject should envisage the following
five priorities:

- Review and update 2005 Master Plan for the leabetor and set up a mechanism
for monitoring its implementation;
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- Support LIDI to provide state-of-the-art supportvézes to the Ethiopian leather
and leather products industry;

- Provide technical assistance to MSMEs through EIB&Cand other possible
channels;

- Assist the “tannery town” in Modjo with building@mmon waste water treatment
plant;

- Support the Ethiopian footwear industry for bettamcess to export markets,
improved bargaining power with international buyarsl increased profit margins
and knowledge transfer from subcontract arrangesnent

These five priorities are explained in greater dlesfollows:
Review and update the 2005 Master Plan and introdwca better monitoring

The “Strategic Action Plan” for the leather seat@s drafted by UNIDO and officially

adopted by the Government in 2005. It provided lal dmsis for the policy measures
and initiatives taken by the Government over tret {gars. It is advisable that this
Action Plan should be reviewed and updated to malceeaccount internal and external
changes. UNIDO could provide valuable assistanddéoGovernment in this respect
together with relevant national research institugesl experts. In line with the
Government’'s and UNIDO’s commitment to poverty reithn, the revised Action

Plan should emphasize poverty reduction and so@gfading objectives and include
indicators to measure progress in these areas.pfropriate monitoring mechanism
with yearly progress reports should ensure the Aetion Plan will become a practical
tool for evidence based policy making.

Support LIDI for providing state-of-the-art support services to the industry

Over the last ten years, the Government and UNI@i@efl forces to strengthen LIDI
and its predecessors to provide technical suppatte Ethiopian LLPI. Considerable
progress has been made but, in many ways, thestillisoom for improvement.
Efforts were made to better link the Institute witie industry through restructuring
and capacity building but the Institute still avgamore work in this regard. Part of the
problem lies in the high turn-over of LIDI professals that is due to the weak
incentive structure of the Institute. In principldDI is supposed to cover its cost but
to date there is no evidence to this effect. Onother hand, there has been a tendency
on the side of UNIDO to provide its assistance tonpanies directly, sometimes
without the necessary focus on using and strengthehe capacities of LIDI staff and
LIDI institutional capacities. Under the future prct, the Government and UNIDO
should make efforts to optimize the capacity buiiddimension of UNIDO assistance.
The Government should strengthen LIDI's instituibnndependence and enable
modern management using results based incentivdiD@ should reduce its over-
reliance on injecting international expertise amdvjie its support to companies not
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directly but through LIDI who should be in the dais seat for all company assistance.
Both parties should ensure the sustainability oft gaupport measures such as, inter
alia, the implementation and effective use of thRPE the accreditation of the
laboratory; and the design and CAD/CAM facilities.

Give high priority to an assistance programme for MBMESs

Half of the production capacity and more than haifthe jobs in the Ethiopian
footwear industry are provided by MSMEs, many oficlhstill in the stage of
“informality”. The “Strategic Action Plan” of 2006ad recognized the importance of
the MSME sector and the current project was desligme&iew of providing substantial
support to this sector. However, due to changimgrities, such MSME support started
only in 2012. Today, all necessary conditions arepiace for MSME support to
become one of the priorities of the follow-up pmjeEIFCCOS should become a
major channel for such support, although not thig one. The future project should
deliver multi-dimensional assistance to EIFCCOSHaggment; production techniques
and lay-out; design; marketing; etc). Such assigtas urgently needed for EIFCCOS
and its members to make full use of their new psesi However, it should not be
forgotten that these premises are insufficient ésthall footwear MSMEs. In the
foreseeable future, many of them will remain loddtethe “Merkato” area. The future
programme should, therefore, also include suppedsures for those MSMEs that are
not EIFCCOS members. Such measures should be ddsigrclose cooperation with
AAMSEDA and other agents active in the “Merkato’ear Moreover, the future
project should envisage providing support to MSMidsside Addis Ababa, provided
the financial resources will be sufficient for suglgeographic extension. The MSME
assistance should go beyond purely technical asp@ct also pursue social objectives
such as prohibiting child labor, improving workiegnditions and enforcing “living
wages”.

Common waste water treatment plant and integrated a&ste management in
Modjo

An important cluster of tanneries is located arothmal city of Modjo 80 km north of
Addis Ababa. The Government is planning to develup location into a “leather
city”. Control of tannery effluents by a commonleént treatment plant is part of these
plans. Under the current project, UNIDO providetuaale support to build consensus
among the participating tanneries, study the togolgy of the Modjo area and estimate
the expected investment and operation costs. Aibiégs study for the common
effluent treatment plant is underway and the foliguv project should include the
necessary support for the construction and operatidthe common effluent treatment
plant. The Government and UNIDO should also comsittee opportunity for
developing a more ambitious integrated plan foe&ging” the future “leather city” in
Modjo. Such an integrated plan would go beyondoiieration of the common effluent
treatment plant. To develop such an integrated, plMiDO could take advantage of
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experiences gained under the BEST programme armddeiteloping “green industrial
zones” in other countries, such as Viet Nam.

Support the Ethiopian footwear industry to enhanceheir benefits from exports

By providing multi-dimensional support in areas tsuas new product design,
developing production processes and marketingptbgct under evaluation assisted
the Ethiopian LLPI to improve its export compet#ness. This support made tangible
contributions to increasing exports. However, shrporters have difficulties to reap
the benefits of exports. Profit margins are extdgmlew, sometimes negative.
Exporters often depend on middle-men taking the'dicshare of the margins and
preventing direct access to markets. Export guaeardschemes and government
measures to protect exporters from fraud are notiryglace. Oftentimes buyers
impose unfavorable conditions, pay late or prohlmbwledge transfer and other
valuable spill-over benefits from subcontractingaagements. A possible future
programme should pursue the multi-dimensional suppehile putting stronger
emphasis on developing new creative approachesacibtdte better access to export
markets, improve the collective bargaining powereaporters, protect them from
inacceptable profit margins and possible fraud assist them with more favorable
subcontract arrangements. Typically, such innoeateasures could be developed in
cooperation with the UNIDO SPX and CSR programmes.

Recommendations to LIDI
LIDI should pursue its course towards greater indepndence and accountability

LIDI management should strive for more institutibmalependence and adopt modern
management methods based on results based inceritising external auditors on a
regular basis could be a way to adopt the high&mtdards in accounting and
transparency. Such measures would enable UNIDOo#imel donors to implement
greater parts of their technical assistance thrdugh subcontracts. Another priority
issue is staff turnover, which is recognized as ohthe main reasons why LIDI has
not been able to make full use of staff training aapacity building under the current
project. Some of the project results were notatiffely implemented because of
workload or changes in staff positions. For examptaff members in the marketing
department have not utilized their training due wmrk overload. Similarly,
management changes in the communication directpratented effective use of the
new knowledge acquired by the training. Higher sagaand results based incentives
should be considered in this regards.

LIDI Laboratory

The accreditation of the LIDI laboratory is a magwhievement. LIDI management
should support the laboratory with adopting stdtdie-art management approaches
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that are inspired by private sector practices. @come fully sustainable the laboratory
should have an independent budget from which atscehould be borne, including
accreditation maintenance costs. Furthermore, LiBddnagement should grasp
opportunities to promote the services of the LIRbdratory at sub-regional and
regional levels.

Submissions to the Government
The Government might want to consider the followsdpmissions:
Strengthen the competitiveness of shoe productiooif the national market

Given its endowment with a huge natural resourcee kend labor force, Ethiopia’s
LLPI has the potential to improve its position oternational export markets. Over the
last ten years, the Government implemented suadgsslicies to develop the export
potential of the LLPI. These policies should besmed. However, Ethiopia’s huge and
growinginternal market for footwear and other leather productanisther “resource”
that could be turned into a potential competitidgamtage of the country as compared
to other smaller leather exporters. Ethiopia’sérbdlance for shoes is negative and the
country as a whole is probably loosing foreign enay due to the difficulties of the
Ethiopian LLPI to compete with imports and to datidhe growingnational demand.
By developing its internal market, the Ethiopiamti@ear industry could improve its
profitability and, ultimately, its competitiveness export markets. Government may
therefore consider complementing its focus on expaymotion with policy measures
aiming to also develop the internal market. Fornepi@, macro-economic research
should be conducted whether the current importstaxre equipment, components and
other inputs for the shoe industry may lead - dVerta foreign currency losses. If this
is the case, allowing tax-free imports of such ispwot only for shoe exporters but also
for manufacturers serving the domestic market cdaddconsidered. Other policy
measures could aim at more effective controls efdbnsiderable imports of second
hand and sub-standard shoes.

Government should consider policy and institutionalmeasures for a better access
of Ethiopian shoe factories to the COMESA market

The project has enabled some firms to get acceSOMESA markets though not in a
continuous manner. The case in point is BATA’s ortle Anbessa and Peacock
factories. Among the various factors that led ® discontinuation of the linkage is the
lack of institutions that can certify export shoes COMESA countries. The
government needs to create capacity for institgtibiat can do such activity in order to
promote export. In this regard, the government s¢edocus on those institutions such
as the Quality Standards Authority to certify sleaports from the country.
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Recommendations to UNIDO
Make use of all relevant UNIDO competencies

The UNIDO leather programme in Ethiopia appliednéque “systemic” approach to
“industrial upgrading” by providing technical agaisce in different areas as diverse as:
policy support; capacity building of a technicahtre; testing laboratory and quality
control; company upgrading; export market develapimsubcontractor development;
“cleaner production”; and cluster development. URIDshould consider this
interdisciplinary systemic approach as a model dtner sector wide “industrial
upgrading” initiatives of in other countries. Inriy there is still room for improving
this approach under a possible future leather progre in Ethiopia. Close cooperation
and synergies should be built with other ongoinggmts in Ethiopia, in particular the
SPX project. Moreover, the responsible UNIDO agrawistry branch should mobilize
relevant experience from other UNIDO branches gaarsuch as: policy support and
policy benchmarking; industrial diagnosis and uggrg, in particular “green
upgrading” (case of Senegal); and cluster developrued twining.

Adopt a more participatory approach to capacity bulding

There is an ongoing debate in UNIDO about how tihga@ization could better align
its mode of operation with the Paris Declaratiod ahift, whenever appropriate and
practically possible, from “agency execution” mates$ to “national execution”. This
debate is of direct practical relevance for a gaesiuture leather project in Ethiopia.
LIDI management suggests that UNIDO’s mode of coafen could become more
transparent and participatory in nature. Undertaréuproject, UNIDO should consider
moving away from its current practice of providirdirect support services to
companies for web-site development, logo desige, é&tstead, UNIDO should
strengthen the capacity building aspect of its suppbetter align its activities with
LIDI plans and programs and fully recognize LIDIthe government institution that is
responsible for serving the industry. The LIDI mgement perceives a need to be
more recognized as an equal partner and to be thyinformed about plans and
progress. After almost ten years of capacity boddliit is difficult to admit that the
partner institution perceives such deficits. UNIBBould undertake every possible
effort to overcome the underlying reasons of suehcgptions. Reducing “agency
execution” and adopting, wherever possible, elemehtnational execution” would be
recommendable. However, this would require thatlldBopts the highest standards of
transparency and accountability (see recommendatidnDI above). There is also
room for UNIDO to make better use of local experfi®m other national sources.

Support LIDI's Product Development Centers

Product development is critical for Ethiopian comiga to penetrate the international
market on their own and lessen their dependencgubscontracting relations. Taking
this into account, LIDI has set up Product DeveleptrCenters that at are supposed to
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support companies with product development but ethesnters are still at their
incipient stages. The Project has attempted proderetlopment on ladies shoes and
bags for some companies. The future Project shoelider its product development
related assistance through LIDI's Product DevelopmEenters with a particular
emphasis on sustainability and upgrading the s&iild talents of LIDI designers.

Better balance of international and national experise

Trainings by international experts are needed jectrmew skills to the staff of LIDI
and of private enterprises. There is however a neetbntextualize these trainings.
International experts may not be aware of the Istahtion or it is difficult for them to
absorb such knowledge in a short period of timecaldrainers may better cope with
certain problems since they are more embeddedeiriatal environment. Under the
current project there has been a bias towards usteghational expertise, sometimes
without such contextualization. A better balanteternational and national expertise
would be recommendable and UNIDO should proceedhbyoughly screening and
identifying the relevant experts that exist in LI&xid in the industry as a whole.

Avoid inappropriate hi-tech ERP systems

Under certain conditions, ERP systems are critiwainprove company performances.
ERP systems are however complex and require prisiegunformation, data,
knowledge and hardware. The strategy of implemgnire ERP system should give
more consideration to such factors. “Technologyhpssrategies should be avoided in
environments where they are not likely to work. lygspecialized ERP systems are
powerful tools in advanced environments but, as aletrated under the present
project, less sophisticated “open source” softwiarenore adapted in terms of data
requirement and existing capabilities. UNIDO shoillds seek such or other methods
of simplifying procedures and technological solasidor a better fit to reality.

Transfer documentation, studies and learning matesls properly

Under the current project, UNIDO conducted numerghsrt term trainings on

different issues and produced learning materiatthéenform of manuals, work books,
CD ROMs and various studies. These should be psogecumented and transferred
to the appropriate organs in LIDI. In turn, LIDI@Hd make greater efforts to make
these products accessible to companies and othefitiaries.

Gender mainstreaming

Gender mainstreaming is critical to poverty redutti The possible future leather
programme should be designed in a way to promot@legpportunities and gender
mainstreaming in a comprehensive and systematicnemam all its aspects and
activities.
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Annex A: Terms of Reference

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION

Terms of Reference

Independent Evaluation of the UNIDO Project:
TE/ETH/08/008

“TECHNICAL ASSISTANCE PROJECT FOR UPGRADING
OF THE ETHIOPIAN LEATHER AND LEATHER PRODUCTS INDUS TRY”

|. BACKGROUND

Leather is one of the main industrial sectors in Ethiopia. The Government of Ethiopia
(GoE) has given high priority to this sector in its industrial policy and its “Export
Development Strategy”. Leather has also been a priority of UNIDO’s Technical
Assistance (TA) to the country. Table 1 lists all leather related UNIDO projects in
Ethiopia since 2000.

Table 1 UNIDO'’s leather related TA in Ethiopia

Project Number Project Title Budget
(USD)
XX/ETH/09/X01 ASSISTANCE TO THE LEATHER AND LEATHER PRODUCTS 1,234,000

TECHNOLOGY INSTITUTE (LLPTI) TWINNING ARRANGEMENT
INITIATIVE WITH PARTICULAR EMPHASIS ON THE LEATHER
GARMENTS AND LEATHER GOODS DEPARTMENTS

DG/ETH/08/010 ETHIOPIA PROGRAMME COMPONENT: ENHANCED 100,000
ECONOMIC GROWTH: PROMOTION OF LEATHER AND
LEATHER PRODUCTS (LPP) SUPPORT TO INTERNATIONAL
LEATHER FAIR 2009

TE/ETH/08/008 TECHNICAL ASSISTANCE PROJECT FOR UPGRADING OF THE 3,213,108
ETHIOPIAN LEATHER AND LEATHER PRODUCTS INDUSTRY

TF/ETH/07/008 ETHIOPIA INVESTMENT FORUM 2007 FOR THE LEATHER 98,542
PRODUCTS INDUSTRY

XP/ETH/07/005 ETHIOPIA INVESTMENT FORUM 2007 FOR THE LEATHER 26,970
PRODUCTS INDUSTRY

US/ETH/05/005 INTEGRATED PROGRAMME FOR PRIVATE SECTOR 36,642

DEVELOPMENT AND ENHANCED COMPETITIVENESS WITH
SPECIAL EMPHASIS ON TEXTILE & GARMENTS, LEATHER &
LEATHER PRODUCTS AND FOOD PROCESSING (COMPONENT
B.1.5 - LEATHER INDUSTRY)

UE/ETH/04/160 ASSISTANCE FOR THE DEVELOPMENT OF THE "MADE IN 322,395
ETHIOPIA" LEATHER PRODUCTS INDUSTRY

US/ETH/04/080 INTEGRATED PROGRAMME FOR PRIVATE SECTOR 69,523
DEVELOPMENT AND ENHANCED COMPETITIVENESS WITH
SPECIAL EMPHASIS ON TEXTILE & GARMENTS, LEATHER &
LEATHER PRODUCTS AND THE FOOD PROCESSING (PHASE
OF THE INTEGRATED PROGRAMME FOR ETHIOPIA)- SEED
MONEY

N
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Project Number Project Title Budget
(USD)
TE/ETH/04/001 ASSISTANCE TO THE LEATHER AND LEATHER PRODUCTS 1,566,793
TECHNOLOGY INSTITUTE (LLPTI), FOR THE DEVELOPMENT
OF ITS MANAGERIAL AND OPERATIVE CAPACITIES
YA/ETH/03/435 INTEGRATED PROGRAMME IN ETHIOPIA, (SUB) COMPONENT] 47,588
1A - LEATHER
US/ETH/01/19A ASSISTANCE FOR THE DEVELOPMENT OF THE ETHIOPIAN 95,299
LEATHER PRODUCTS INDUSTRY
US/ETH/01/191 ASSISTANCE FOR THE DEVELOPMENT OF THE ETHIOPIAN 514,956
LEATHER PRODUCTS INDUSTRY - IP COMPONENT 1A3,
LEATHER
NC/ETH/00/003 INTEGRATED PROGRAMME FOR PRIVATE SECTOR 41,572
DEVELOPMENT ENHANCED INDUSTRIAL COMPETITIVENESS
AND ENVIRONMENTALLY FRIENDLY PRODUCTION:
ASSISTANCE FOR THE DEVELOPMENT OF THE ETHIOPIAN
LEATHER INDUSTRY
Total: 7,367,388

Overall, the budget of UNIDO’s leather related TA to Ethiopia accumulates to the
considerable amount of more than seven million USD. Most of this financial support
has been granted by the Italian Cooperation.

In the context of UNIDQO'’s earlier Integrated Programmes (IP) in Ethiopia, several
projects targeted the leather sector, including the projects “Assistance to the Leather

and Leather Products Technology Institute (LLPTI) for the Development of its

Managerial and Operative Capacities”, “Development of a Master Plan for the Leather
Sector”, “Made in Ethiopia”, “Cluster support for the informal leather sector”, and the
National Cleaner Production Centres that provided services to firms in the leather
sector, especially tanneries. The IP was evaluated in 2008.

The project “ASSISTANCE TO THE LEATHER AND LEATHER PRODUCTS

TECHNOLOGY INSTITUTE (LLPTI), FOR THE DEVELOPMENT OF ITS
MANAGERIAL AND OPERATIVE CAPACITIES” was covered by a project evaluation
in 2007. The project started in May 2005 and finished in March 2008 (almost 2 years
later than planned but without cost extension).

The evaluation found that the intervention logic was that a strengthened technical
centre - the LLPTI - would support the development and competitiveness of the leather
sector in Ethiopia and ultimately in the region. The specific objectives of the project
concerned the development of general management and operative capacities of the
LLPTI, including the building of capacities to operate four pilot plants, the quality-
testing laboratory, the maintenance department and the CAD/CAM department. In
addition, there was a specific objective to provide TA to the top management of the
institute regarding coordination of the activities of the project.

The project was relevant and aligned to national plans and priorities and supported a
sector with high potential for growth, employment generation and export development.
The project addressed the needs of the industry through developing the capacities of
the LLPTI to carry out training and supply services with potential multiplier effects.
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Ownership was also high from the public and private sector through the involvement of
industry associations and work with an existing institution that was well endowed in
terms of physical resources. Synergy effects have been created with other UNIDO
interventions and programmes of other actors such as the USAID Agribusiness and
Trade Expansion Program and GTZ who assisted the LLPTI education wing.

The evaluation found that the project has strengthened the capacities of the LLPTI and
of individual firms working in the sector of leather and leather related production.
Courses were conducted for more than 500 participants (from the LLPTI as well as
private sector). The services and training are delivered through the LLPTI but the
evaluation noted that capacity improvements were limited, since the international
experts had not been present very long and carried out mostly basic training.

The evaluation concluded that the project did not provide the LLPTI with sufficient
capacity to respond to the needs of the Ethiopian leather firms. This is mirrored in the
issue of cost sharing. The service fee paid by users of LLPT services is minimal and
unsustainable from the LLPTI’s point of view. The evaluation concluded that the
industry would increasingly use the LLPTI if it offered quality services but it does not
yet value the LLPTI capacities to the extent that it would be willing to pay for services
other than the use of the pilot facilities.

Il. PROJECT INFORMATION

The project to be evaluated here started in June 2009 and built upon the
achievements of the LLPTI project but with a much wider aim of upgrading the
Ethiopian leather and leather product industry. The main objectives of the project are
to upgrade the technical and managerial capabilities of different players in the
Ethiopian leather and leather products industry (LLPI) in order to create favourable
conditions for increasing exports and FDI. The project was based on a Master Plan for
the leather sector developed under the IP and a benchmarking system introduced in
15 firms.

The current project has the following components: (i) management component, (ii)
leather finishing, (iii) footwear, (iv) marketing, (v) leather goods, (vi) leather garments,
(vii) TLIDC and LLPTI staff training, (viii) assistance for LLPTI laboratory accreditation
(second phase), and (ix) investment promotion activities. It aims to boost export
performance as well as to counteract the increase in cheap imports that dominate the
local market. To this end the project provided assistance to the newly established
Textile and Leather Industry Development Center (TLIDC) responsible for sectoral
policies and the overall implementation of sector development strategies. Furthermore,
continuing support is provided to the LLPTI.

The project document states two specific directions - a firm-level focus and an
institution focus. Phases 1 and 2 started with the identification of the firms’ technical
and managerial needs as a foundation to identify the appropriate assistance and/or
consultancy inputs. This was developed to include a practical benchmarking for the
footwear and the tanning industry. A team of national experts was assigned to conduct
the benchmarking studies at the firm-level. As a result, 16 firms were identified by the
Ministry of Trade and Industry as the target beneficiaries of the “upgrading
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programme”, consisting of 8 tanneries and 8 shoe factories. Project assistance has
been later focused on four firms (including Sheba Group (one tannery and one shoe
factory), Dire Group (including Peacock Shoe Factory), Anbessa Shoe Factory) as
these firms are strongly involved in export activities and, therefore, they are in need for
further upgrading to meet the international market requirements.

Phase 3 covers TA provided to representatives and employees of the LLPTI. Phase 4
covers the M&E of the project towards its completion. The project has a focus on firm-
level development as firms are the main players for the sectors’ development. But the
importance of institutional development is also seen to secure a certain level of self-
reliance for service delivery to the beneficiaries upon completion of the assistance.

In the course of the project certain changes occurred related to two events: (i) the
Ministry's of Trade and Industry decision to dissolve the TLIDC and assign its mandate
to the LLPTI to become the responsible body for the overall sectoral development in
addition to its original role as a human resource development and services provider to
the industry and (ii) arrangements for the CLRI's and FDDI's involvement at the
production level in the target tanneries and footwear firms by conducting the
benchmarking activity coordinated by the LLPTI. Based on the two major events, the
Ministry requested UNIDO through LLPTI to focus the project activities on the
following thematic areas:

- Management area through the introduction of ERP systems for both tanneries
and footwear firms

- Marketing area focusing on footwear for local, regional and international
markets

- Environment area conducting a study on the establishment of a secondary
effluent treatment plant

- Second phase of the accreditation of LLPTI laboratories

- Leather products development, including export development and promotion of
leather goods and the completion of a feasibility study for shoe components
covering options of local manufacture through foreign partnership and possible
procurement by a trading company

During the needs assessment phase of the project, it was realized that the component
for the re-qualification and access to financial credit for micro-, small and medium
sized enterprises (MSMESs) of the formal and informal sector represents a project in
itself. Given the insufficient resources allocated for this component and that there is no
previous experience of the recommended approach (Mutual Guarantee Associations)
in Ethiopia, this component was cancelled.

The project activities have been recently extended for another six months to finalize
the ongoing activities in the areas named above until end of June 2011

lll. EVALUATION SCOPE AND PURPOSE

This evaluation will combine the Independent TerhiEvaluation of project
TE/ETH/08/008 with an attempt to also trace theaotmf the other projects and
activities listed above.
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The purpose of this independent Terminal Evaluasda inform the Government,
UNIDO and the Italian Cooperation on:

(@ the relevance of and the extent to which the UNH@vities were in line with
the priorities and policies of the Government ohigpia and the various
stakeholders in the leather sector

(b) the effectiveness of the project in attaining ligeatives and outputs

(c) the prospects for development impact

(d) the long-term sustainability of the results anddiigs

(e) the efficiency in implementation: quantity, qualitpost and timeliness of
UNIDO and counterpart inputs and activities.

Furthermore, the evaluation will make recommendatio UNIDO, to the Government

and to the Italian Cooperation for a possible caation of the project.

IV. METHODOLOGY OF THE EVALUATION

The evaluation will contribute to the ongoing Theéim&valuation of UNIDO initiatives
related to/on “Industrial Upgrading” (IU). It wildopt and adapt the analytical roster
developed under this TE and seek to draw lessowsdef application for the replication
of the experience gained in Ethiopia for futurepitdjects in Ethiopia and in other
countries.

The Figures 1 and 2 show the generic interventgitland the impact channels and
impact drivers of IU projects. From these geneesdaiiptions on the one hand and the
analysis of project documents on the other, tHevahg evaluation questions have been
derived:

Project identification and formulation

The extent to which:

- The project identification process was comprehensibjective and participatory in
selecting problem areas and counterparts;

- The project design encompasses the macro-, meso- and micro-dimensions of 1U in
an integrated fashion (e.g. have Government policies with regard to import tariffs,
export taxes and local content been incorporated in the design; were external
structural problems (i.e. infrastructure, access to finance) been addressed; etc);

- The project design takes into account the initegivof government and other
donors and establishes a logically valid meansreladionship between the project
objective(s) and outcomes and the programme-widewntry level objectives;

- The project design adopts a value chain approach with a focus on markets and
demand as well as on vertical integration and linkages to agriculture and raw
material sectors;

- The project design takes into account private sector BDS and addresses BDS
market failures;

- The intervention theory is logical, plausible aedlrstic

- The logical framework is in line with internatiohatecognized good practices.
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Ownership
The extent to which:

UNIDO HQs and the Field representation paid adexjstention to and was
effective in project preparation and funds mobilaa

The national management and counterparts wereaaiolevilling, to contribute (in
kind and/or cash) to project implementation andalking an active part in funds
mobilization.

The project was formulated with participation o€ thational counterpart and/or
target beneficiaries.

The counterpart(s) has (have) been appropriatetyhiad and were participating in
the identification of their critical problem areasd in the development of technical
cooperation strategies and are actively suppottiagmplementation of the project.

Relevance:

Did the project address the policy priorities c# #inistry of Trade and Industry?
Did the project address the policy priorities dietMinistries and Authorities (e.g.
Labor and Social Affairs; Civil Service; Women’'sfairs; Environmental
Protection Authority; Micro and Small Enterprisesv@lopment Authority;
Ethiopian Investment Office; etc)

Does the project address the priorities expresgedebEthiopian leather industry
(eg. Ethiopian Leather Industry Association?

To what extent does the project address the nddtie firms in the leather
industry (considering different firm sizes, markegments, formality/informality,
etc)?

Do the services address systemic competitivenesshe actions of groups of
firms in clusters or along value chains?

Are interventions at the levels of the firms, of fhstitutions (LLPTI) and at the
policy level aligned and complement each other?

Can interventions overcome negative external eff@oternational context,
business environment, factor markets)?

Are internal and external synergies with other tecdl assistance activities used?

Efficiency

Does UNIDO have a competitive advantage for thiggat and is it well equipped
to produce the outputs?

Were UNIDO and Government/counterpart inputs predids planned and adequate
to meet requirements?

Was the quality of UNIDO inputs and services (eiper training, equipment,
methodologies, etc.) as planned and timely?

Were local contractors and services used if anchvalppropriate?

Were the least costly resources and processes used?

Was there coordination with other projects and vpargsible synergy effects used?
Was the project implementation coordinated witheotproviders and institutions
(institutional anchorage) or did it rely on parbiguctures?

Is sustainable institutional leaning secured thiotngse services?
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Figure 1: Generic intervention logic of Industrial Upgrading interventions
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Figure 2: Impact channels of Industrial Upgrading projects
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Project coordination and management

The extent to which:

- The national management and overall field coor@nainechanisms of the project have

been efficient and effective.
- The UNIDO HQ based management, coordination, qualintrol and technical inputs
have been efficient and effective.

- Monitoring and self-evaluation was carried out effeely, based on indicators for outputs,

outcomes and objectives and using that informat@nproject steering and adaptive
management.

- Changes in planning documents during implementati@ve been approved and

documented.
- Coordination envisaged with other development coaip®n programmes in the country
has been realized and benefits achieved.
- Synergy benefits can be found in relation to othiiDO activities in the country.

Effectiveness

- To what extent were the expected outcomes (at Ryiecreso- and macro-level) achieved?

- Did the selection process, cost sharing mechangrdglelivery mechanisms ensure that
targeted firms are reached and use the services?

- Effectiveness in addressing BDS market failures?

- How effective was the cooperation with the privegetor and industry associations?

- Effectiveness of the project in the context of @asingly tough global competition and
stringent requirements of global lead firms

- Effectiveness of the project in addressing chaksrand opportunities related to new end

markets, investors and buyers from emerging magaatscularly China
- Do targeted firms find the support services ofgihgect useful?
- Are interventions aligned and is access to fund$ifim-level 1U interventions ensured?

Impact:
Impact on firm competitiveness

- Did the supported firms increase sales on theiliticamal export markets? Did they
expand into new export markets? Did they increakessn the national market?

- Did the supported firms improve the quality of theioducts?

- Did the supported firms increase investments impction capacity, machines or
technology?

- Did the supported firms increase employment? Dedghality and skill-level/content of
employment increase?

- Did the supported firms cannibalize market shafesteer firms?

- Did the project have indirect effects on firms thatre not directly supported?

Impact on country competitiveness

- How did Ethiopia’s exports of leather and leatherdoicts develop — quantity- and
quality-wise?
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- Did the sector achieve upgrading with regard taesses, technology and productivity;
higher value and more complicated products; anddeoand higher value added
functions?

- Did the project have positive cluster or value nheffects at the national, regional or
international level? Have vertical (supply) andibontal (subcontracting) linkages
between local firms increased?

- Did the level and the quality and skill-level/comt@f employment increase?

- How did the perception of international buyers dfi&pia as a sourcing destination for
leather and leather products develop?

- How did Ethiopia’s imports of leather and leathesqucts develop? Did the project lead
to improved protection from substandard imports?

Wider impact

- On industrial development and economic growth

- On regional development

- On number and quality of jobs in the leather indust
- On poverty reduction

- On the environment

Upscaling and sustainability

- Are firm-level pilot activities replicated on a lader scale?

- Did the project contribute to make the provisiomadrket based BDS services more
sustainable?

- Recognition of LLPTI and its services by industndalevelopment of demand for LLPTI
services

- The extent to which the LLPTI, including the foulopplants, the quality testing laboratory
and the CAD/CAM department have reached technrghfiaancial sustainability

The evaluation will be conducted in compliance wiith UNIDO Evaluation Policy and the
UN Evaluation Standards. It will determine as gysttcally and objectively as possible the
relevance, efficiency, achievements (outputs, ougand impact) and sustainability of the
project. The evaluation assesses the achievemiahis project against its key objectives

established in the project document, includingxaagnation of the relevance of the objectives

and of the design. It also identifies factors tiate facilitated or impeded the achievement of
the objectives.

The evaluation will be carried out through analysiegarious sources of information including
desk analysis, observation at the project siteir@edviews with project staff, counterparts,
beneficiaries, partner agencies, donor represeasasind through the cross-validation of data.

The thorough analysis of the relevant facts indutie review of inputs used, activities carried

out, management mechanisms applied (in particldamnpg, monitoring and self assessment)
and project specific framework conditions (in pautar policy environment, counterpart

capacities, related initiatives of the Governmdofjors and the private sector). The analysis of
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these factors is an essential part of the evaluatmrk and provides the evidence-base for the
assessment of the project.

While maintaining independence, the evaluation belicarried out based on a participatory
approach, which seeks the views and assessmeaitpafties.

Recommendations for next phase

For its recommendations for the next phase thauatiah team will assess to what extent the
existing proposals for the next phase:

- are relevant to Government and UNIDO priorities

- are compatible with currently available implemeiotatapacities;

- are based on logically valid means-ends relatigasséind take into consideration factors to
mitigate likely risks;

- can take recommendations from this evaluation i@iccount/can be based on
recommendations from this evaluation.

V. EVALUATION TEAM

The evaluation team will be composed of a staff imemof the UNIDO Evaluation Group
(EVA) and a national evaluation consultant. Asrappate, the team might require additional
data collection services from national survey stita compilation and a telephone survey
among international buyers from an evaluation tssisit UNIDO HQ and additional
analytical input from an international value chexpert.

The UNIDO Evaluation Group will be responsible floe quality control of the evaluation
process and of the report. It will provide inpuggarding findings, lessons learned and
recommendations from other UNIDO evaluations, engithat the evaluation report is useful
for UNIDO in terms of organizational learning (remmendations and lessons learned) and in
compliance with the UNIDO evaluation policy anddbéd erms of Reference.

All consultants will be contracted by UNIDO. Thala of each team member are specified in
the job descriptions attached to these terms efeate.

The members of the evaluation team have not beeatlgiinvolved in the design and/or
implementation of the project.

UNIDO Field Office in Addis Ababa will provide supg to the evaluation team.
VI. TIMING
The evaluation is scheduled to take place betweberugry and April 2012.

The draft version of the evaluation report incogtimg comments received will be submitted 8
weeks after the debriefing, at the latest.

VIl. REPORTING

The evaluation team will present its preliminandings, to the key stakeholders, at the end of
the field mission. The evaluation report will fmN the structure given in Annex 1. The
reporting language will be English.
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Review of the Draft ReportT he draft report will be shared with the Ethiopé&rd Italian
Government, the Project Manager and the projefttfstanitial review and consultation. They
may provide feedback on any errors of fact and mglglight the significance of such errors in
any conclusions. The consultation also seeks agneieon the findings and recommendations.
The evaluators will take the comments into consitien in preparing the final version of the
report.

Quality Assessment of the Evaluation RepoAll UNIDO evaluations are subject to quality
assessments by UNIDO Evaluation Group. These awallypiation quality assessment criteria
and are used as a tool for providing structuredidaek. The quality of the evaluation report
will be assessed and rated against the criterimghbtin the Checklist on evaluation report
quality (Annex 2).
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Annex 1

Template of in-depth evaluation reports

Executive summary

» Must be self-explanatory

» Not more than five pages focusing on the most important findings and
recommendations

» Overview showing strengths and weaknesses of the project

Introduction

Information on the evaluation: why, when, by whom, etc.

Information sources and availability of information

Methodological remarks and validity of the findings

Project summary (“fact sheet”, including project structure, objectives, donors,
counterparts, timing, cost, etc)

VVYVYY

Country and project context

This chapter provides evidence for the assessment under chapter V (in particular relevance
and sustainability)

» Brief description including history and previous cooperation

» Project specific framework conditions; situation of the country; major changes
over project duration

» Positioning of the UNIDO project (other initiatives of government, other donors,
private sector, etc.)

» Counterpart organisation(s); (changes in their situation since project start)

Project Planning
This chapter describes the planning process as far as relevant for the assessment under

chapter V

» Project identification (stakeholder involvement, needs of target groups analysed,
depth of analysis, etc.)

» Project formulation (stakeholder involvement, quality of project document,
coherence of intervention logic, etc.)

» Description of the underlying intervention theory (causal chain: inputs-activities-
outputs-outcomes)

» Funds mobilization

Project Implementation
This chapter describes what has been done and provides evidence for the assessment under

chapter V

» Financial implementation (overview of expenditures, changes in approach
reflected by budget revisions, etc.)

» Management (in particular monitoring, self assessment, adaptation to changed
circumstances, etc.)

» Outputs (inputs used and activities carried out to produce project outputs)

» Outcome, impact (what changes at the level of target groups could be observed,
refer to outcome indicators in prodoc if any)

77



VI.

VII.

VIII.

Assessment

The assessment is based on the analysis carried out in chapter Il, Ill and IV. It assesses the
underlying intervention theory (causal chain: inputs-activities-outputs-outcomes). Did it prove
to be plausible and realistic? Has it changed during implementation? This chapter includes
the following aspects:

>

>
>

Relevance (evolution of relevance over time: relevance to UNIDO, Government,
counterparts, target groups)

Ownership

Efficiency (quality of management, quality of inputs, were outputs produced as
planned?, were synergies with other initiatives sufficiently exploited? Did UNIDO
draw on relevant in-house and external expertise? Was management results
oriented?)

Effectiveness and impact (assessment of outcomes and impact, reaching target
groups)

Sustainability

If applicable: overview table showing performance by outcomes/outputs

Issues with regard to a possible next phase

>

>

Assessment, in the light of the evaluation, of proposals put forward for a possible
next phase

Recommendations on how to proceed under a possible next phase, overall focus,
outputs, activities, budgets, etc.

Recommendations

>

>
>
>

Recommendations must be based on evaluation findings

The implementation of the recommendations must be verifiable (indicate means
of verification)

Recommendations must be actionable; addressed to a specific officer, group or
entity who can act on it; have a proposed timeline for implementation
Recommendations should be structured by addressees:

o UNIDO

o Government and/or Counterpart Organizations

o Donor

Lessons learned

>

Lessons learned must be of wider applicability beyond the evaluated project but
must be based on findings and conclusions of the evaluation

78



Annex 2

Checklist on evaluation report quality

Rating system for quality of evaluation reports
A number rating 1-6 is used for each criteriongty Satisfactory = 6, Satisfactory = 5, Moderat8htisfactory = 4,
Moderately Unsatisfactory = 3, Unsatisfactory H&jhly Unsatisfactory = 1, and unable to assess = 0

Report quality criteria UNIDO Evaluation Group Rating
Assessment notes

A. Did the report present an assessment of relevant
outcomes and achievement of project
objectives?

B. Were the report consistent and the evidence
complete and convincing?

C. Did the report present a sound assessment of
sustainability of outcomes or did it explain why
this is not (yet) possible?

D. Did the evidence presented support the lessons
and recommendations?

E. Did the report include the actual project costs
(total and per activity)?

F. Quality of the lessons: Were lessons readily
applicable in other contexts? Did they suggest
prescriptive action?

G.  Quality of the recommendations: Did
recommendations specify the actions necessary
to correct existing conditions or improve
operations (‘who?’ ‘what?’ ‘where?’ ‘when?)’.
Can they be implemented?

H.  Was the report well written? (Clear language and
correct grammar)

. Were all evaluation aspects specified in the TOR
adequately addressed?

J. Was the report delivered in a timely manner?
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Annex B: List of persons met

No | Name

Organization

Position

1. | AtoTaddesse

MoTI

State Minister

2 Mr Michele Bario

Italian cooperation

Senior Ecaomo Advisor,
Italian development
cooperation

3 Prof Massimo UNIDO Management expert

4 Mr Marlen Bakalli UNIDO Marketing expert

5 Dr Maher Abou el-Khair UNIDO CTA

6 Mrs Aurelia Calabro UNIDO Project manager

7 ECBP Private sector developme
director

8. | Ato Abate Argaw ECBP Leather team leader

8 ECBP Shoe expert at ECBP

9 Bahirdar tannery Owner, Bahirdar tannery

10 | Ato Solomon Taddesse Anbessashoefactory Geviarager

11 | AtoWondewessen

Anbessa shoe factor

12 | AtoFrew

Anbessa shoe factory

Public relations

13. | AtoTatek

Batu tannery

General Manager

14. | AtoTilahun Addis Ababa Tannery Production maarag

15 | AtoDawitBiressa Peacock shoe factory Deputy Gedmeanager
16 | W/O Almaz TikurAbay shoe factory Head, IT depaeht

17 | AtoTemesgenZewde GLG Co Owner/manager

18 | AtoWondu LIDI General manager

19 | AtoBerhanu LIDI Laboratory director

20 | Ato Yirgalem LIDI Director, Leather

technology department
irector

21 | Ato Tesfaye Legese LIDI Director, Marketing
department,

22 | W/o Saba LIDI Delegating the Footwear
department director

23 | AtoWondemu LIDI Director, HR department

24 | Ato Haile Kiros LIDI Director, Shoe
manufacturing technology

25 | Ato Solomon LIDI Director, Leather goods
manufacturing technology

26 | AtoBerhahun LIDI Director, corporate
communication technology

27 | AtoAbdissa ELIA Manager

28 | International buyers
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Annex C: List of FDI investment in the leather andleather products industry (2003-2012)

No Name of Investor Country af  Investment Region Investmen Perm | Temp Year
Origin Activity t Status | Empl. | Empl.
1 Gaafa Enterprise (Blu¢ Sudan Tannery Oromia Operation A2 10 2003
Nile Tannery) PLC
2 Ethio-Italy PLC Italy/Ethio | Leather shoe Addis Operation 140 22 2003
pia Factory Ababa
3 New P.A.G.E China Fabric Design | Amhara | Pre- 60 10 2004
DestgncompaanlyLimt Garment & other Implem.
ed Ethiopia Branc Fabric Leather
Praducts
4 Kenneth danel USA Manufacture of| Addis Pre- 1 1 2004
leather Products | Ababa Implem.
5 ITAL PROGETTI Italy/Ethio | Tannery Addis Operation 15 Q 2005
Africa PLC pia Machinery and | Ababa
Spare parts
Manufacturing
6 Ink-Mate Ethiopia India/Ethio | Manufacturing of | Multiregi | Operation 25 20 2005
PLC pia Leather & Sign | onal
Articles
7 Chen Jinghai China Textile and Addis Pre- 170 25 2005
leather industry | Ababa Implem.
8 Ethiopia Tannery Britain/Eth | Crust and Oromia Implem. 50 15(¢ 2006
Share iopia finished Leather
Production
9 Ariston Holleta Italy/Ethio | Tanning Above | Multiregi | Implem. 35 10 2007
Tannery PLC pia Crust Level and | onal
Finishing Leather
10 | Blossom Leather Canada/In | Leather Finishing Oromia Operation 34 D 2007
Finishing PLC dia Production
/Ethiopia | Above Crust
Level
11 | Valentine Gifts and India Manufacturing of| Addis Operation 25 10 200y
Caps Factory PLC Caps,ags,GiftArti| Ababa
cles,PVC,Garme
nts, Leather
Products and
Plastic Moulding
ltem
12 | Pittarde Global Britain/Eth | Manufacturing, | Addis Implem. 120 0 200§
Sourcing PLC iopia Sourcing and Ababa
Exporting of
Leather Products
13 | Kiran Overseas India Tannery Above | Dire Pre- 500 4000 2008
Exports LTD (Ethiopia Crust Level and | Dawa Implem.
Branch) Manufacturing of
Leather Products
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14 | ShilLei China Manufacturing af Addis Pre- 15 5 2008
Leather Products| Ababa Implem.
15 | Mahmoud Alla Gabo Sudan Export of Leathekxddis Pre- 10 0 2008
& Garment Ababa Implem.
Products
16 | Tiwira Fashion Wear | Algeria/Sa | Manufacturing of| Multiregi | Operation 607 124 200B
Technology Business | udi Textile & onal
PLC Arabia/Eth | Leather Products
iopia
17 | Aster Belayneh Canada Export of Addis Operation 3 0 2008
Traditional Ababa
Articles,Spices,H
otPepper,Leather
Products &
Incense
18 | Village Industry PLC Italy Manufacturing qf Addis Operation 15 Q 2008
Textile & Ababa
Leather Goods
19 | Yellore Mohammed | India Manufacturing of| Addis Pre- 10 100 2008
Idris Leather Products| Ababa Implem.
& Articles
20 | Isc-International Shoe| Germany LeatherTechnolo Addis Pre- 5 5 2008
Competence Center gyTrainingCenter Ababa Implem.
PirmasensgGmbH
(Ethiopian Branch)
21 | lyad M.S. Aljurf Palestine Export of Spices Addis Operation 30 70 2008
Crops, Fruit, Ababa
Vegetables,
Flowers,
Incenses,
Processed Meat
& Finished
Leather
22 | China-Africa Overseas China Tanning of Hideg Oromia Pre- 450 200 2009
Leather Products Share & Skins Above Implem.
Company Crust Level &
Producing
Leather Gloves
for Export
23 | Abdoulaye Nassir Chad Manufacturing |oOromia Pre- 15 15 2009
Leather Product Implem.
24 | Kyle Dexter Sanders USA Export of LeatheAddis Pre- 2 3 2009
Products Ababa Implem.
25 | EAST AFRICA Italy/Britai | TANNERY Oromia Pre- 55 20 2010
TANNERY PLC n ABOVE CRUST Implem.
LEVEL(RETAN
NED AND
FINISHED
LEATHER
PRODUCITON)
for Export
26 | ADORN India MANUFACTUR | Oromia Pre- 30 2010
CHEMICALS PLC E OF LEATHER Implem.
& TEXTILE
CHEMICALS,

82



PRINTING INK,
PAINTS,
PIGMENT,
EMUISIONS &
REDUCER
(THINNER)

27

FARIDA TANNERY
PLC

UAE/India

TANNERY
(CRUST &
FINISHED
LEATHER)

Oromia

Implem.

79

201

28

Friendship Tannery
PLC

China

TANNERY(CR
UST AND
FINISHED
LEATHER
PRODUCTION)
AND SHOES
AND GLOVES
FACTORY

Oromia

Implem.

600

10

201

29

BERGER TEXTILE
AND LEATHER PLC

Turkey

GARMENT,
TEXTILE AND
FINISHED
LEATHER
FACTORY

Addis
Ababa

Pre-
Implem.

500

250

2010

30

JOSPHINE NDINDA
KITETA

Kenya

EXPORT OF
FINISHED
LEATHER
PRODUCTS

Addis
Ababa

Pre-
Implem.

2010

31

DC INDUSTRIES
PLC

China

Production of
Chemicals for
Tannery and
Textile Industry

Addis
Ababa

Operation

10

201

32

DIAMOND
RESOURCES
DMCC/ETHIOPIAN
BRANCH/

UAE

LEATHER
SHOE
MANUFACTUR
ING FOR
EXPORT

Addis
Ababa

Pre-
Implem.

20

15

2010

33

JIANXIN ZHANG

China

FINISHED
LEATHER
PRODUCITON

Oromia

Pre-
Implem.

75

100

2010

34

INDO-ADDIS
INDUSTRY PLC

India/Ethio
pia

MANUFACTUR
E OF LEATHER
AND NON-
LEATHER
FOOT WEAR,
UPPERS AND
RAW
MATERIAL

Addis
Ababa

Pre-
Implem.

200

100

2010

35

CesarinoBenigna

Italy

Consulatancy
service in leather
and shoes
manufacturing &
marketing

Addis
Ababa

Pre-
Implem.

2010

36

Farida Tannery PLC

India/UAE

Export of Leath
(Crust and Above
Level)

ehddis
Ababa

Operation

201(

37

United Vasn Leather
PLC

China/Indi
a

Manufacturing
Of Leather and

Leather Products

Oromia

Pre-
Implem.

241

2010
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38 | Habesha Tanning PLC Turkey/Et | Finished Leather| Amhara | Pre- 80 20 2011
[AykutBerdimgr/ hiopia and Leather Implem.
Articles
Manufacturing
39 | East Africa Tannery | Italy/Britai | Tannery Above | Oromia Pre- 30 2011
PLC (SenaitAssefa- | n Crust Level Implem.
mgr) (Expansion)
40 | Wook Sam Kim korea Tannery Oromia Pre- 30 20 2011
(Finished Leather Implem.
Production)
41 | YinpengXie China Leather Shoes | Addis Pre- 60 25 2011
Factory Ababa Implem.
42 | Dong Ruiqi /DSF China Import of Oromia Pre- 6 20 2011
International Trade Chemichals for Implem.
Enterprise/ Leather
Industry/Through
Bonded
Warehose
System/
43 | Pittards Products Britain/Irel | Manufacturing Addis Operation 180 2( 201
Manufacturing S.C /M1l and Of Leather Ababa
Jason Perry mgr/ Products
44 | New Wing Addis Shoe China/ltaly | Leather Footwear Addis Operation 100Q 100 201
Factory PLC Manufacturing Ababa
/Mr.RenzoBertini/
45 | Shilei Wang China Manufacturing ofOromia Pre- 50 80 2011
Leather Shoes Implem.
and Bags
46 | PengGao China Manufacturing pfOromia Pre- 15 20 2011
Leather products Implem.
47 | Oliberte Limited Canada Manufacturing of Addis Pre- 10 15 2011
/Ethiopia Branch/ Shoe and Leathef Ababa Implem.
Products
48 | Africa Shoes Factory | Italy/Ethio | Manufacturing of| Addis Pre- 50 40 2011
PLC pia Leather Shoes | Ababa Implem.
49 | Ahraf Tannery and Sudan Manufacturing of Oromia Pre- 400 40 2011
Dkin Processing PLC Leather Products Implem.
50 | Tancuir Chemicals Spain Bonded Oromia Pre- 10 2 2012
Africa PLC Warehouse For Implem.
the Import of
Leather
Chemicals
51 | TAHA Sudan Manufacturing of Addis Pre- 10 20 2012
SeedahmedSaeed Leather shoes for Ababa Implem.
Diabetic and
Obese
52 | ShandongDong'eEjiag China Buying & Oromia Pre- 70 100 2012
Co.LTD /Ethiopia Processing of Implem.
Branch/ Donkeys'
Leather,Meat ang
Its Product for
Export
53 | Kripto Mining and India Manufacturing of| Oromia Pre- 20 25 2012
Chemicals PLC Leather and Implem.

Leather Products
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54 | AVR Engineering and| India Manufacturing off Amhara | Pre- 80 150 2012
Infrastructure plc Leather and Implem.
Leather Products
55 | Seokwang South Leather Glove Oromia Pre- 200 2012
International (Eth. Korea Manufacturing Implem.

Branch)
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Annex D: Major problems along the leather and leatler product industry value chain

Stage in the | Specific activity | Findings
value chain

Husbandry feeding Poor Quality of natural pasture (80-90 % of feesbrece) is in
low grass-legume composition (low nutritive valdgle to poor
grazing management (e.g. continuous overgrazingy;Po
Quality of crop residue having low nutritive valiewhich the
crude protein is below critical level;Low pasturielgt (one ton
dry matter per hectare (TDM/ha) due to limitedcpice of
improved forage  plantation/ seeding) and  ppor
management;Low pasture yield due to mismatch ofpiCad
livestock unit (TLU)/sgkm (27-130) due to farmgiexpansion
in high lands—1TLU=250 kg; Decreasing of grazing pasturre
due to bush encroachment in pastoral area.

Breeding Uncontrolled natural mating which resulted in smsilte of
animals. (< 25 sq.ft/hide); Limited supply of adiél

insemination (Al) and cross breeding service fopriovement
of breeds; Lack of records and documentation m&acn best
performing breeds (natural breed selection).

Animal health No proper care in handling of animals (scratcheg do
whipping, thorn cuts, brand marking).;High prevaenof
diseases such as ecto parasites which cause @fuof the
down grading of H&S). In Ethiopia grade level 1,2f3H&S is
about (10-15%).

Livestock Livestock trading | Improper handling of animals (beating, no rest,feed &
trading water, crowded in truck,);Trekking animals fromlafjes to
wereda level which causes loss of weight of aniamal affect
the quality of the skin; Livestock brokers (Delal@re
manipulating prices , disturbing the smooth madketin due tg
the lack of up-to-date market information and ne#rig
facilities. Places.; The market chain is long aneéfficient
resulting in higher prices and decreasing slaugigerate
which will affect supply of hide and skin negatiyel

Slaughtering | Slaughtering Poor flaying skills (20% of defects such as flaytse
deformation occurred at this stage) due to limiexhnologies
and lack of the right slaughtering tools and egu@pts
(facilities) & logistics .90-95% of H&S came frobackyard
slaughters (villagers).;The percentage of backgmdghtering
is 90% for sheep and goats and 70% cattle due genak of
slaughtering facility, lack of legislation enforcemt and
cultural and religious practices.; Most big slagghtouses lac
facilities for small ruminants ;Hides and skins gwoed in the

—
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Stage in the
value chain

Specific activity

Findings

country are not recovered fully; (85% for sheep godt and
47% for cattle hide).;inefficient supply chain ofimals due tg
backyard slaughtering practices.

Currently the existing modern export abattoirsraseoperating
at their full capacity. (only at 50% of their cafig).

lllegal cross boarder trade of live animals as wvasllhide and
skin which result in shortage of H&S supply.

Hides and skin
trading

Hides and skin
trading

Improper preservation (putrefaction, smoke & suryirdy,
less/high salting), and transportation of H&S witharcoal,
other goods. (15% of the quality defects of H&S esnfrom
this stage). 3-4 days transportation from farmerader which
might result in putrefaction;. Long and imperfecanket chain
(farmers /pastoralists - Small traders - middleddra - big
traders - tanneries) which adds little value buireases the
price of H&S substantially. At farmers/pastoralithe price of
sheep skin is 20-25 birr and goat skin 10-15 bBianneries
purchase sheep skin currently at birr 60-70 bidt goat skin
25-30 birr from big traders. Purchase of H&S is dohe based
on the quality and no grading system in the maaket there is
a very high price volatility. At the end of lastayethe sheep
skin price was birr 30 and now reaches up to Bitr 8

Tanning

Sourcing local
chemicals

Only five to ten percent of the total required cleals are
locally available (Lime, Salt, Sulfuric Acid, Sodah, Caustig
Soda, Al- Sulfate);. Lime: The lime factory has dated
production techniques, old machineries and low iuabw
materials (lime stone) which results in high impurcontent
that damages the grain of skin (rub off grain § aides;Salt
Salt from Hafedera and Mamole is coarse , contsémsl and
which can lead to grain damages in form of rubgoéin and
scratches; Caustic Soda: liquid 45.5%, high intgudvel but
only small amounts are used in tanneries for pHisidjent.;
Standard: Currently only sulfuric acid (ES599) asablium
hydroxide (ES654) have standards which are mandditw
safety and health reasons and not for the progiuglity used
in tanneries;

Sourcing
imported
chemicals and
spare parts

Long lead time (from order to delivery to factonyp to 4
months) which ties up significant amount of workiogpital.
Chemical constitutes 15% of the total cost of taimse
Shortage of special chemicals does not allow talyre up tg
date samples (high value fashion leather);ELIA Dshare
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the

Stage in the | Specific activity | Findings
value chain
company is allowed to use bonded ware house fadilit has
very limited working capital to supply imported chieals.
Tanneries substitute similar chemicals becausenhoftage or
delays and this some times result in lower and riastent
guality of products.
Leather Product Most Tanneries do not have well organized R&D depant
processing development and| for new product development and optimization of
sample production process. Tanneries are very slow toymedounter
preparation samples due to poor organization, skill gaps anll & quick
access to chemicals; Marketing and new product|dpreent
are not well integrated
Pre-production Lack of pre production planning skills and infotioa
planning, technology system);No awareness of importance tivetg
organizing and date; Low availability of spare parts and poor rtexiance of
control equipment; Lack of costing and pricisgstems (cost & pric
calculations )
Leather Inconsistency of product quality (thickness, maisteontent,
production shade difference). Frequent power cuts; Low quadityraw
H&S increases the overall cost of tanneries arglithreflected
on the higher price quoted by the tanneries; Lowdpctivity of
company resulted in delays in delivery which ultieha
affected the shoe production (production stoppetptearily) .
Average productivity in Bale tannery was 80 sqetgon/day;
Shortage of working capital costs another change/6f and
took another two weeks
Shoe Sourcing and Voucher systems makes it difficult to import inm@upply
production import (System is not adjusted to needs of companies shere is a

mismatch between obligatory advance calculation nexdded
imports (one year before) and ad hoc import dritteough
trends within the season / year). Opening L/C faulds etc.
extremely time consuming, however, moulds are miamys
technical elements in the shoe production; Custéfitials do
not use HS code effectively, they rather stickh® descriptior
and the wording of their own list.

The TR sole material has officially been imported thermo
plast cement for dentist;. Pfimanced material by custom
conflicting with customs procedures.

Franco Valuta is allowed in Ethiopia now only ugs@0 USD

Cutting

Cutting boards are not maintained regularly; Irfiekinow how
of cutting dice making. Simple ones are possiblg jfat comes
to hand stitched or Moccasins (the most easy shroEthiopia)
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Stage in the
value chain

Specific activity

Findings

people need precise knowledge and skills;

Stitching

. The stitching system is jeopardized due to trevaitability of
the eyelets on time.(Due to uncertainty how to kand
FRANCO VALUTA deliveries of eyelets under the vbec
system took 4 weeks at customs leading to delays

Lasting

Unclean workspace causes damages on shoes (€lgy.onai
conveyer). Low quality control in lasting departrhelback of
supervisory skills in the lasting department. Thendnset
supervisors is focused on controlling and not sump
workers. Supervisors do not practically guide therking
process; Supervisors are not trained in the middleagement
jobs such as team building, motivation, planningipnitoring
etc

Packing

The packing industry in Ethiopia is not in a piositto satisfy
the demand of the shoe industry according to tkernational
standards (packaging, printing and labeling) . [Bleal packing
material industry could not become competitive ricg as they
are required to import raw materials by paying imptuties
and taxes from Malaysia, Indonesia and China; CGaofuand
delay in packing and shipment happened due toimgiss
packing items (6 weeks in customs). 7000 pairs haeen
produced until the packing materials were clearedmf|
customs. The invoice from China came with theitfesaich ag
declaration hangtags, sticker , poly-bags as pf&rcbide buf
customs didn't allow to clear it because it was moitten
specifically as packing material on the vouchesibo

Custom and
banking
procedure

Custom clearance takes long time 4(1weeks) because
lengthy procedures;. Customs officers are not faliguainted
on the sector and do not effectively utilize th& ldode;
Customs officers use their own interpretation of ¢tfle, sent
goods back because of spelling mistakes in the rdent
There has been shortage of foreign exchange froen td time

causing the delay in imported chemicals; Chambefzed

commercial invoice is required in Ethiopia to imjpchemicals

which can cause delays and unnecessary documents.(8

documents);. The existing export incentives systdichgty
drawback, voucher and manufacturing bonded wareseiou
systems) are not flexible enough to allow the dimgo
importation of chemicals

Shipping and

Ethiopian shipping lines enjoys mortpposition and its rates
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Stage in the
value chain

Specific activity

Findings

local transport

are higher (up to 15%) than its competitors.

Tanners have to get waver from ESL if they are g¢e ather
carriers in the ports where ESL is not callingamd transport
of goods by trucks entail high cost due to lackattérnative
mass transportation ( train cargo) system of frgibditi to the
centre. (The cost of transport cost from Djibowti Addis is
expensive ($2480) than the cost of sea freight f@emoa to
Djibouti ($1400).

Shortage of containers from Djibouti as the reshties had to

be flown out entailing higher costs.

Marketing

Contact to
customers

Institutions mandated in contacting customers

matchmaking like LIDI and ELIA do not take an aetikole in
brokering; Companies don't develop their own adltens due
to the usual scheme of subcontracting of their pcodn. Any
need on marketing and materials are supplied byutlseomer.
Consequently Ethiopian shoe collections are mesgnted at

international fairs and the companies don't matke necessary

preparations(research on the market, samples, ngrieind
delivery date);Rare direct communication from higpian
companies to customer putting order placememd teustful
relationship at stake.

Sample
production and
capacity
assessment

Delay in response to customer (6 weeks) on sampie®gs etc;
Lack of availability of accessories in the PDC; kaof
functional product development center (PDC) (reeesample
of customer, produce counter sample, select the fagt and
soles proper material sourcing and pattern makvogection
development)

Contract and
opening L/C

Time frame in this process took four weeks , due to

and

» LI/ICs are opened only “at sight” from ETH Banks

leaving no flexibility for ETH companies to negdéa

terms and conditions according
standardk/C drafts had to be renews

payment
international
4 times.

» Due to uncertainty about matching the final delve

date, the companies did not send the profg

to

invoice on time (Consequence of lost time in sample

confirmation).;
Export permit is needed for exporting

Production
preparation

Extended time of Sample Production and Preparafioure to
lack of skills and available material; Productiomsadelayed
due to unavailability of eyelets which were stacked¢ustoms
for 4 weeks; Companies are not proactive in pradaog
preparation which causes delays to start produ¢8anonths)

Source: ECBP
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Annex E. List of international experts at the timeof the evaluation. The list is not
complete

1)Dr. Maher Abou EL Khair, Project CTA for overall coordination, Laboratory
Accreditation and other leather Products Develogmen

2)Prof. MasimoBoario, Management Expert has introduced a Managememefs@rk
system through an ERP system at Anbessa Shoe ¥artdrintroduced such system as well
as at other stakeholders (LIDI) and beneficiarfest(vear factories). Has also produced a
manual on ERP application.

3)Mr. Marlen Bakalli, Marketing and Sales Expert, conducted training Eport
Development and Marketing of Products. Togethehwir. Terry McCallin prepared a
Business Plan Concept for Sheba Group.He also m@eé@amarket study for the footwear
export to EU countries and along with LIDI marketistaff, Market studies targeting
specifically various European countries. Moreovee Ipreparedbusiness plans for
components, shoe uppers, soles as well as defilidds new image and communication
strategy. Promotional material for LIDI's capachyilding , fairs & other companies. Has
also produced a manual on marketing planning.

4)Mr. Terry McCallin , Senior Footwear Marketing Expert, who covered tidgsand
Pricing at Anbessa..

5)Ms Rose Vidal Leather Finishing Expert, has assessed the fimgstperation at Dire and
Seba tanneries and advised on process upgrading.

6)Mr. Ralf Arbeid , Tannery Expert, in two consecutive missions i3 kéaborated on the
introduction of process control equipment, autooratand enterprise resource planning
(ERB) to Ethiopian tanneries ii) has analyzed ttadus of export oriented shoe companies
with current disadvantageous application of loqggder leather where feasibility is proven for
imported finished leather in order to boost theagigpof shoes to overseas markets.

7)Ms. Martha Wieder, Footwear Expert has carried out crucial operati@nsshoe upper
manufacturing at Anbessa and Manpo where she glemonstrated that with a good
production organization an output of 21 pair upgensworker/ per day can be achieved.

8)Dr. Sam Kirulthu, Market Research Expert made great efforts taterenarket
opportunities between Ethiopian shoe companieskamyan companies (Tusky’'s and Bata)
where delivery time, lack of available soles andnponents as well as accessories short
comings were experienced. Also quality assuranicerse for shoes exports

9)Mr. Reinhold Scheidler, Leather Goods Expert, has conducted product dprednt
workshop for ladies bags with key staff of LIDI acdmpanies demonstrating all operations
and techniques as well as collection developmettit fair participating companies
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10)Mr. Emad Michael, Leather Garments Expert, has conducted produetlalement
workshop on leather garments demonstrating falioicaechniques and collection building
to LIDII staff and companies as well as manual patthn on employable skills training

11)Mr. Giorgio Gadina- Footwear Designer worked at Kangaroo and Anbedsae S
factories and developed a collection for ladieseshior the Kenyan Market and established
the supply chain of shoe component. These protetypere exhibited at EXPO Riva del
Garda Trade Fair in January 2010 and originatedhtieeest of a French buyer.

12) Ms. Christiane Murner, Leather Goods Designer, has provided technid¢ahuantion
into leather good first with the conduct of a gapalgsis at companies unveiling the
companies status and provided further assistandesign, pattern making and fabrication

13) Ms. Giovanna Villani Footwear and Leather Products Designer in coaperaitith

14) Mr. Gino Malinverni, Leather Goods Expert, was engaged in the preparaf a
collection for the participation in HOTELEX Shanggoril 2010 as well as Moshoes fair in
Moscow. Has conducted training on Fashion Desigriddies bags and she has produced
training manual on the subject.

14) Dr. Khaled EI-Nagar & 15) Dr. A. Senna Laboratory Calibration Experts have
calibrated LIDI laboratory equipment for 1st anddgrhase accreditation together with staff
training.

16) Mr. Franco Paulucci Component Expert, has conducted survey on corapani
requirements for components in support to establisikomponents trading with possible
foreign investment.

17) Mr. CédricBreton, Audio Visual Expert, has conducted training to LID
communication’sstaff on video application for tistitute capacity building

18) Mr. Jacov Buljan, Tannery Effluent Expert, has conducted a studgalective tannery
effluent treatment covering technical, staffing,vaatment & financial aspects for
implementation.
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Annex F: Detailed description of project outputs

List of Trainings and study tours

Trainees from

Trainings Period LIDI staff . Remark
companies
Management training was conducted for si®tage 1 of the project Participants Participants from A total of 28 participants from companies, TLIDC
days for operation and middle managers fro(d-11 November from TLIDC | different companies and LLPTI attended the training. The training was
companies and experts from TLIDC ah@009) and LLPTI | took part in country training. With a focus on supply chain
LLPTI took part process, and concepts and implementation of| the
supply chain management- Training was conducted
by UNIDO management expert Massimo Boario
A workshop for the top management of th8tage 1 of the project Top mangershe participants weré The workshop was conducted by UNIDO
companies of the sector, TLIDC, and LLP[TI from TLIDC | top managers of management expert Massimo Boario
on re-engineering the Supply Chain was and LLPTI| Kangaroo Shoes
conducted in November 2011 took part Company, Sheba
Tannery, TikurAbbay
Shoes Company,
Anbessa Shoep
Company, Ramsay
Shoes Company
TLIDC, LLPTI staff received training on Stage 1 of the project 15 - In country training, @&ticipants took tests and
marketing and sales management |by received certificates. Participants were able tres¢
marketing expert three days a week for abjout more than 62% which is an indication of gopd
three hours each day from September| to understanding of the materials by the students.
December 2009. Furthermore, a course|on Training was conducted by UNIDO marketing
International business tools with subjects |on expert Mr Marlen Bakalli
the INCOTERMS 2000 as well as the theory
and practice of the Letters of Credit was
conducted.
The LLPTI staff particularly those engaged|ibtage 1 of the project 5 - Conducted in Egypt. Topics included review |of
the laboratory received training on laborator{28/2/2010-4/3/2010) standards; audit planning and preparations; audit
operation processes; preparing checklist; accreditation
requirements; internal audit; control of quality
controls; audit analysis and reporting as well| as
filed training on test conduct, calibration and

uncertainties calculations. All coordinated by the
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Trainees from

Trainings Period LIDI staff . Remark
companies
CTA.
Ladies bag manufacture training waStage 1 of the project 1 Jonzo 3 ELICO 2 | In country training which was conducted by M.
conducted for eight participants (Nov 5/2010-Dec General leather 2 | Scheidler and coordinated by the CTA
14/2010)
Training on design/fashion course given|&tage 2 of the project 13 In-country training, conducted by Ms Giovarnna
LIDI design unit for LIDI participants. 26 April 2011 to May villain, UNIDO fashion design expert ; Training
06 2011) accompanied by manual and coordinated by |the
CTA
Training on four areas of pattern makingStage 2 of the project 9 ELICO 5 In-country training; The training was conducted by
cutting, assembling and stitching wp8di9 May 2011-June Modern zege 2 Mr. Emad Michael, UNIDO leather garment
conducted for 16 participants from LIDI and9, 2011 production. The training was hands-on since it was
other companies. concluded by the fabrication and finishing of three
designs to visualize training results: A training
manual was also prepared with close coordination
of the CTA including manual editing and
production
Leather goods production Stage 2 of the projpdt ELICO 3 In country training. Training conducted by Mr.
Feb 28-13 March GLG 1 Gino Malinverni, UNIDO leather goods export
2011
Study Tours
Delegates from LLPTI ) TLIDC , Private Stage 1 of the project 2 from LLPTI2 from private| The study tour was conducted in Egypt for five
Companies ) , UNIDO Ethiopia office visited and 2 from| companies and 2 fromdays. The training was prepared and coordinated by
industries and institutions TLIDC UNIDO the CTA
(tanneries (3), shoe factories (2), leather
garment factory (1) and components factories
(2)) and made discussions  with
representatives of Chamber of Leather
Industries, Export Council of Egypt and
National Standards Institute (NIS) of Egypt.|
Anbessa System Administrator was trained fatage 1 of the projec Anbessa 1
Italy at ACCORD ( the developer of Fashipn (AtoWendesen)
ERP software) premises
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Trainees from

em

Trainings Period LIDI staff . Remark
companies
About 20 ERP Users were trained in Anbessstage 2 of the project 1 LIDI ANBESSA 20 The aboweentioned Manual (Managing the
on Fashion ERP and on how to mange [the supply chain with an ERP system) was distributed
supply chain with an ERP system. The and used extensively in this courses.
training was based on many sessions done Unfortunately at the time of the evaluation most of
also in overtime during more than six months. these users had resigned. In some cases the skill
Each user received a specialized training|for they developed in implementing an ERP sys
about 60 hours, as an average. was put to profit in their new jobs (for instance
AtoBinjam in Pittards)
LIDI laboratory experts have Egyst m
Intensive training on OpenERP customizZe8tage 2 of the project 11 LIDI 3 Ramsay, 1 Peacock, User Manuals have been produced and utilized to
module was given to the different users|of 2 ELIA 3 TikurAbbay, 3| train the users on the modules: HR Management,

LIDI and other companies involved. Th
training is still in course because ng
modules and customization are continuoy
requested by LIDI and other companies

is
BW
sly

EIFCCOS, 1 Pittards

Supply Management (LIDI), Fixed Assets (LIDI)

A study tour to Italy was arranged to leg
from the experiences of effluent treatme
plants (see below)

m
2Nt

The purpose was to collect first hand informatio
from Santa Croce of Toscana region where there
are clusters of tanneries.

A study tour was conducted by foreign

companies interested in importing Ethiopi
shoes to their country. In this regard t
companies namely Tuskyes and Bata Ke
had visited Ethiopia and held discussion w
the MoTI officials to identify sustainabl
imports of footwear.

an
NO
nya
ith
e

Source: Progress reports of the project
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Accredited Physical and Chemical tests at LIDI

Materials/Products tested Types of tests/Propemtiessured, Range of measurement Standard spdoifisaEquipments/Techniques used
Chemical-Leather Chromium as cr+6 by spectrophotometer ISO 17075:2007
Formaldehyde content by spectrophotometer ISO-TS 17226:2003

Water and waste water

Physical-Leather Chemical Oxygen Demand (COD) by open reflex digesti SM 5220-CODB:1998

Determination of tensile strength and elongatiowleling

elongation at load
ISO 3376:2002 excl.item 6.3 ed 2
Color fastness to exclude testing of wet leather fait wetted

with artificial perspiration solution ISO 11640:1993 excl item 6.3 and 6.4
Determination of tearing load-single edge ISO 3377-1:2002

Determination of tearing load-double edge ISO 3377-2:2002

Determination of flex resistance by flexometer roeth ISO 5402: 2002

Determination of distension and strength of grdal-burst ISO 3379:2005

Determination of water resistance of flexible leath
Determination of water vapor permeability ISO 5403: 2002

Test for color fastness-color fastness to perspirat ISO 14268:2002

ISO 11641:1993

Source: UNIDO (2011) Technical assistance projecthe upgrading of the Ethiopian Leather andHeatproducts industry progress report covering dgn@ctober
2011,p.47
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List of achievements under marketing component

%

Achievements Period Remark

1.Training and coaching

1.1 Training on marketing and sales for 15 paréinis at thg Stage 1 The training ended with an examination hickvthe students scored from 62

beginning and 13 at the end and above.

1.2 Coaching export manager for export purposengieasa Stage 1 Coaching to the newly appoint Expartager: custom procedures, follow-lip,
collection analysis, offer proposals.

2.Market and business guidance studies, gap analgsisales

analysis, market plans, business plans and consaiftcies

2.1. Market Research on Footwear Business in COME&@SMtries, | Stage 1

2.2. A study on the European Union Market for Fawas well ag
studies for 5 specific countries.

Stage 2

Countries included are France, Italy, Geymaustria and Spain

F

2.3.A study on local markets covering segmentattompetition etc| Stage 1 An overview of the actilation.

2.4 Sales analysis at Anbessa Stage 1 To analyse the best selling models andmtiscie those that are dragging do
the collection, and thus save in working capital.

2.5 Strategic market plans for Anbessa Stage 1 nfaoket development

2.6 Consultancy to ELIA to better organize its @ti#s during the| Stage 1 Proposal to work around the communicatiahtlae sponsoring system.

All African Leather Fair (AALF) in 2010

2.7 Sheba shoe factory business guidance study e $tag| This study was done in order for the compamgttract investors and it reach
its goal.

2.8 Business plan for establishing a sole factoljpint ventures Stage 1 This study was done ftwiat Venture between Ethiopian and Italian comgpan
Unfortunately, the two parties failed to reach greament.

2.9 Feasibility study for the establishment of ater component Stage 2 The study is meant to attract potentisstor and was distributed at the AAL

distributor 2012

3.Export Access to East Africa Region

3.1.Market linkage with Kenya Stage 1 The activiggulted in Tuskys placing a trial order for foowevorth some
US$ 60,000; BATA Company requesting for sampleldies shoes

3.2. Quality certification to promote export accéssEast Africa| Stage 2 The initiative led to ‘a capacity buildiwgrkshop on certification of leather

Region

and
leather products for export market access’; Taegihltcomes in terms of orders
put to some factories; working relations initiateetween KEBS and LIDI
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Achievements Period Remark

4 Benchmarking in marketing

4.1 Benchmarking in marketing Stage 1 This has limplemented in Anbessa by identifying gaps ingheformance of
marketing

5. Branding strategies and promotional and communitional

materials

5.11.Brand for Anbessa Stage 1 A new brand strategy for Anbessa devel@etl this included, new i.e.
company new logo, brochure and posters developegetisas an elaborate
website.

5.2.New logo and web site for Dire Industry anddanneries Stage 2 Increase the visibility ofatvapany in the foreign market.

5.3.Logo and website for Bahirdar tannery Stage 2 ncrelase the visibility of the company in the foreigarket.

5.4.Logo website and promotion material for Addanmery Stage 2 Increase the visibility of the comypa the foreign market.

5.5. Logo website and promotion material for Baturiery Stage 2 Increase the visibility of the comypa the foreign market.

5.6.Logo and website for HAFDE tannery Stage 2 dase the visibility of the company in the foreigarket.

5.7.Promotional materials for Mos shoes trade iairSeptember Stage 2 Helps exhibitors to attract end-users

2011

5.8.Website for ELIA Stage 2 Helps the association to better communigisieits customers.

5.9.Laboratory Brochure, letterhead and fax head agesp Helps the laboratory to advertise its sesvice

6. Awareness raising on marketing and strategic appaches

6.1.Workshops held on trade promotion Stage 2 Anoiraise awareness of participants on the impoetaf being custome
oriented

6.2.Workshops held on leather product challenges ages? Aim is to raise awareness of participants

6.3.Workshop held on strategic approaches Stage |2 im ishto raise awareness of participants

7. Supporting Hotelex in marketing

7.1Photo shooting of products, preparation of Buvehand Posters Stage 2 Four companies namely Jonzo, Elico, HAFBEGoncept.

for each participating companies, following upaftade fairs
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Achievements Period Remark

8. Supporting MSMEs

8.1Strategy design Stage 2 Helps the association to shift towardsftiimal sector with a customer and
market approach focus.

8.2Brand development to support market development Stage 2 7 brands developed to respond to varimas $8gments.

9. Support to LIDI

9.1.New logo for LIDI Stage 2 New logo and web site developed for LIDdddress its new mandates

9.2.Support to corporate communication department tages2 To strengthen external and internal comnatinic of LIDI; use of standardized
communication tools such as brochures, Cd-roms,ePd®oint presentation,
Photoshop and graphic design. Training was giverawadio-visual technique
and a manual was prepared to go with it

9.3.Preparation of LIDI magazine and laboratorychroe Stage 1

List of achievements under management and ERP

Achievements Period Remark

1 Training and coaching

1.1 Anbessa System Administrator was trained ity kA ACCORD | Stage 2

(the developer of Fashion ERP software) premises

1.2 About 20 Fashion ERP Users were trained in Asdeon| Stage 2 A user Manual (Managing the supply chath e ERP system) was utilized as

Fashion ERP and on how to manage the supply chéman ERP
system. The training was based on many sessions dso in
overtime. This activity lasted from mid 2010 to Gm¢r 2011
mainly because of the turnover of many users

Each user received a specialized training for alé@uhours, as a
average.

training materials
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Achievements Period Remark

1.3 Intensive training on OpenERP customized modals given to| Stage 2 HR, Supply, and Fixed assets managemenidisawere utilized.

the different users of LIDI and other companiesoimed: Peacock

Ramsay, TikurAbbay, EIFCCOS, Pittards, and ELIAisTtraining Up to now 25 users in total have been trained aockrthan 20 are being traing

is still in course because new modules and cugtiph are and /or coached by the UNIDO IT local experts

continuously requested by LIDI and other companies

2 ERP System Implementation

2.1 A full ERP system was installed in Anbessaintiuded the| Stage 1 Data loading was delayed by Anbessa foe rtiman six months, despite t

server, the system network, switches, routers,Fastion software| coaching given by the UNIDO Experts and the fore@mhmitment of Anbess

An operational user manual was produced and indiutie new, management that approved several subsequent impiatios plans.

procedures for an effective supply chain managemEashion

software was customized according to the requirésnehthe users

to cope with their needs of a high flexibility irhanging the

production plan on a day by day basis

2.2 Fashion ERP system started the full implemimtdah Anbessg Stage 2 To obtain this result, UNIDO experts wergharized to take the direc

at the end of October 2011 and was operationalfout four weeks| responsibility of the ERP users for two weeks.

2.3 Implementation of OpenERP at LIDI. Stage 2 Lack of suitable PC’s (afterwards proclrgdJNIDO), the procurement of
_ _ scanner and the very slow data collection and fgpdielayed the ful

The following modules have been developed, custedhand, after implementation of some modules. This situationdw teing improved.

the training, started the implementation: HR mamagnt, Fixed

Assets management, Supply management, Laboratarggaaent,

Archive management, Library management

2.4 Implementation of OpenERP HR management modue| Stage 2 Also a Discipline management module haee bequested and developed

Ramsey

2.5 Implementation of OpenERP HR management modwule| Stage 2 Also a Skill management module haee bequested and developed
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Achievements Period Remark

Peacock

2.6 Implementation of OpenERP HR management modul&ikur | Stage 2 A further module for payroll processing basn requested and is now under
Abbay development

2.7 Implementation of OpenERP Membership managenasat| Stage 2 The Accounting module is intended to alldivoperational units (more than

Accounting modules at EIFCCOS 500) to be fully accountable for their contributitmthe assets and profit of the

Cluster

2.8 Implementation of Open ERP Membership manageatdel |A

Table 22: Achievements in product development

Product upgrading Period Remark

1.Leather finishing 15 stage A leather finishing expert assisted Dire¢an and Sheba tannery betweef 18
July and 1 August/2009 . At Dire tannery problems of wategwer and
machinery maintenance were identified. At Shebanegsy technica

information, finishing control quality laboratorgssigning appropriate staff and
defining managers’ job at finishing plans etc wareong others identified tp
begin finishing production in the new finishing péaof the company

Product development Period Remark

1.Ladies shoe 1% stage Collections have been designed and produgtid the supervision of the
UNIDO designer in two companies namely Anbessakamaro.

2.Lady’s bags 1" and 2° | Collection has been developed and a workshop waduoted to improve the

stages collection. The Participants were GLG- ENDU LEATHEBRAFT- FUR
ETHIOPIA- WOSSIE FASHION- CONCEPT FASHION. Duringlb/mar 2011
two experts were fielded to design and develop bagsther with counterparts.
This culminated with a study tour to Moscow to fpate in a trade fair. Later,
three companies (ELICO, BASIC and GLG) and LIDIgtter developed furthe
collection of ladies bags with a total of 22 baginh developed.

-

r

3. Hotel luxury items: First stage| Done in four companies with a bid tip leem participate in Hotelex trade fai
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held in Shanghai

4. eather garment

First stage

Collection was developed for qualitgtiher garments with the participation
the following companies: ABIYSSINA, ZEBRA, UNITY, @SSI, and LION
Leather Garments.
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List of LIDI customers

Name of customer No Name of customer NMame of customer

Tanneries 13| Modjo tannery C. | Chemical and mineral industries and trading
Wallia Tannery 14| East African tannery 25 Agdbatpia

Mesaco global tannery 1% China Africa tannery Zahiopian trading chemical service

Batu tannery 16| Galian tannery 27 KalidAbdela gtame producer

Dire industry PLC 17| Habesha tannery 28 Oliyade auxillary

Addis Ababa tannery 18 Ethiopia tannery 29 Addramicals PLC

Colba tannery B. | Shoe and garment industries Sherif Ahmed Mohammabiter

Ethio leather industry 19 TikurAbay shoe 30 Zgwaustic soda
Sheba tannery 20 Ramsey shoe factory 31 BASHichés
Kombolcha tannery 21  Nil she & shoe factory 32irh&ne W/Sellassie salt producer

10. | Bahridar tannery 22 Ara shoes AG Ethiopia bnanc | 33 | Harini Bio Tech chemicals
11 | ELI leather development 23 Anbesa shoe S.C
12 | HAFDE tannery 24| Lucy garment industry
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Table (cont..)

Government institutions

34 | Quality standard authority o0#4 | Abdurahman GT plc
Ethiopia

35 | Ministry of Defence 45| Daylight applied techrgikes

36 | Ethiopian revenue 46 MNT leather art Plc
Ethiopian conformity assessment7 | Centro business trading PLC
agency

37 | Federal audit 48| Z-farm stat plc

38 | Ethiopian custom authority 49  Guts agro industry
Higher educational institutions 50 DC industries

39 | Addis AbabaUniversity 51 Higher 7 M.L TvTi

40 | HaramayaUniversity 52 SNN industries
Others 53| ZewdituNegussie agro plc

41 | NIS 54 | Hussien M/Birhanplc

42 | ESGPIP 55| MK Trading and idustries

43 | GAAFAR enterprise
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