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DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org
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ABIDJAN, IVORY COAST, 24 NOVEMBER - 1 DECEMBER 1971

TANNERY
COUNTRY Republic of Chana
PROJECT Production of leather, initially

only for the domestic market
Investment: appr. US 3329}000
equivalent ke

FOREIGI CONTRIBUTION IEQUIRED Equity and loan
Management and know-how

1/ Sponsored by: The African Development Bank (ADB), The Economic
Commission for Africa (ECA), The United Nations Industrial Development
Organisation (UNIDO).

14.71-7677




IMPORTANT NOTICE

The basic purpose of this moet: ing ie ‘:c provide an Exchange or Market Place
for the initietion of coatacts on apecific indua'tnal projects between their
proponents from the African cowatries and potential suppliers of capital,
finance, equipment or kniow-how, as the case may be, from the industrialised
countries,

Thies Project Infoimation 3heet hus been preparad as a basis for such
contacts. Its purpose is not to present detailed information about the
project but to provide the recipient with an outline aufficient to determine
tentative interest in principle. Any further available information on the
project will be furmiched on request to interested parties at the Meeting.

Experience has shcwn that indusrialiste frequently prefer to carry out
their own further investigations in detail into projects in which they are
interested, but sssistance from UNIDO in these matters can be rendered to the
African country concerned op request.,

This Informstion Sheet contains only the information supplied to UNIDO by
the proponent of the Project. UNIDO can therefore take no rerponsidility for
its accuracy.




TANNERY
I. INTRODUCTION
The Project

11.

Most cf the demand for leathe: in Ghana is for footwear. Up to 1968
no leather manufacturing existed in the country and the entire demand
was covered by imports. The only industrial tannery in operstion, estab-
lished in Kumasi in 1969, has a limited capacity of about 500,000 square
feet p.a. A market survey confirms the justification for a second
taanery with a larger capacity than the first one,

Machinery for the second tannery was already imported in 1963 from
Czechoslovakia and some buildings have been erected; however, because
of changes of governments and their development policies, the project
has not been completed. A contributing factor was the location of the
project in Aveyime, where neither power nor a suitable water supply
is available.

A recent examination by a German expert attached to the Ministry
of Trade, Industries and Tourism, found that the equipment is in sur-
prisingly good shape and the project justified, provided that additional
investments are made and the location changed.

The project fits into the governme 1t's priorities, as it would save
foreign exchange which is now used for imports of leather. During
the first years a large part of hides and skins needed by the new tannery
would have to be imported; but a growth of the livestock population,
supported by the government and assisted oy the World Bank Qroup pro-
mises to broaden the domestic raw material basis.

COMMEICIAL ASPECTS

Te total demand for leather, which in 1968 was 2,320,000 square
feet, is increasing quickly. The Kumasi plant produced only about
500,000 square feet. The following table shows the 1968 demand as well
a8 a projection for 1975 by types of product and in comparison with
domestic capacity.
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Leather Domand and PYroduction Capacity

(in million square feet)

Total Demiond Proposed Capacity 1975
Types of leather 1566 1915 Kumasi New plant
Upper ) 243 0.7 1.6
Lining e n - - N.6
Sole 0.6 0.9 - 0.9+
Non-footwear uses 2.0 oz 0.2 —
Total £l 4.0 0.9 3.1

The rate of growih ¢” dei.n1a is projucted on the basis of data for
1955-1965 (last year bcfoi: imnor: reiirictions wore introduced in order
to protect local production)., The fect ihat Ghana's present per capita
consumption of leather footwear is only half eu high as that of neighboring
Ivory Coast also indicates thut tho long torm growth potential is rather
favorable. The main user, at least in the first stage, will be an
existing shoe factory with lerpge capacity. Export of leather or footwear
is not planned initially.

Depending on the type of product, “he proposed price per square foot
would range from 30,20 t0 ?1.50 and averege eround 3 0.62 which ie not
out of line with prices of lecather presently produced by the Kumasi
plant, although it may be elightly highar then prices of imported leather.

PHYSICAL ASPECTS

The buildings of the nropoced p’a &t at Aveyime are almoet completed
(main store, adminisiruv.v. sussueige, WoiKiwoge), @rd the production
machinery is already at th¢ =it~. As there is no power available at
Aveyime at present and a cortl: plant for the treatment of the effluent
water would have to be installed, it ic believed that it might be more
advantageous to transfer the plant to ano*her lecation; Kpong on the
lower course of the Velia river has bsen suggested.

At present only about 30/ of the hides required would be supplied
from domestic sources, and it o not expectod that this proportion would
increase much above 40;. during the next fow years, pending the imple-
mentation of the liveciock development programme, which is being prepared.

It is estimated thet slightly over 100 people would be employed
at wages ranging from %4,0-3720 p.a. for unskilled labor to *1,200-35,000

*  Converted from .z,
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for skilled personnel. While some technicians would have to be trained
by expatriate staff during the initial period, there is an abundance
of unskilled and unemployed labour in the country.
Chemicals for tanning would have to be imported at the average
price of 2550 per ton.
Chana has relatively inexpensive electricity from its large hydro power works
on the Volta Lake, and pood harbours. Depending on the location of the
plant, the distance from the country's main harbour at Tema would be
about 40 or about 55 miles. Both placee have suitable road connections.

ECOUOMIC ASPECTS

Prom the time the new plant starts operations, there will be modest
foreign exchange savings by substituting imports of hides for imports
of leather, These savings will become more important with the gradual
increase in the supply of domestic hides. An expansion of the plant for
the tanning of goat and sheep skins, nct provided for by the existing
equipment, might lead to export possibilities.

There are good prospects for obtaining, in negotiations with the
government, dbroad incentives in the form of reduction of import duties
and taxes.

FINAJCIAL ASPECTS

Composition of Investment: (rough estimates -- in US{)
Local Coit  Foreign Exchange  Total
Pre-investment costs 150,000 150,000 300,000
Assets:
Land and building 800,000 300,000 1,100,000
Machinery 358,000 350,000 708,000
Estimated working capital 425,000 - 425,000
Total L1220 200990 2522

The financial plan is to be discussed by the parties concerned.
The foreign investment is expected to correspond roughly to the amount
of foreign exchange required. The government proposes the establishment
of a private limited liability company and would presumably accept
the foreign partner's holding a majority of the equity.
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A foreign expert made the following estimates as to the profitability
of the enterprise.

Sumsary of Costs ¢ _thousand (oﬂvg_lamz

Personnel expenses 143 s
KRaw material and auxiliary material 1,338 3
Power 52 .
Water -
Maintenance and repair 37
Depreciation 118
Overall administrative costs 12
Total 1,700
Sales Revenues
(3,100,000 sq. feet at *0.62) 1,900
Minus costs 1,700
Profit prior to taxation 200

This profit represents approximately an 3, return on the original capital
investuent,

ADDITIOFAL INFORMATION

The prospective investor is invited, as a first step, to examine
the feasibility study which has been made, to the equipment,
t0 express an opinion as to the site and to rea praise the project
if necessary.

The project has been presented by the National Invesiment Bankj
P, 0. Box 3726; Accra, Ghana.
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