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HLEFACE 

This publication is concerned with the establishment of a fancy leather 
good« factory producing four basic items—handbags, document cates, 
wallets and belts—from crocodile, lizard and python leather. 

Chapter 1 examines in some detail the factory's requirements with 
respect to equipment, labour and materials. It outlines the processes to 
be used and presents essential data on the operation of the plant. Detailed 
production layout and flow charts are given, and costs and profitability 
are analysed. Quality control is considered as a means of avoiding wastage 
of expensive materials and of ensuring products that will be competitive 
on the export market. Chapter 2 discusses an expansion of the plant to 
double its capacity. 

Although the data given arc for a factory in a South-East Asian country, 
they can easily be used as a basis for erecting similar plants in other develop- 
ing countries, though costs of consi^iction and labour, reflecting local 
conditions, will vary. 

This study was prepared by Jelko A. Rant from Ljubljana, Yugoslavia, 
as a consultant to UNIDO, for the Seminar on the Development of the 
Leather and Leather Products Industries in Developing Countries, Regional 
Project for Africa, held in Vienna from 22 February to 5 March 1971. 
The views and opinions expressed are those of the consultant and do not 
necessarily reflect the views of the secretariat of UNIDO. 

I 
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INTRODUCTION 

Leatherworking has been carried on since ancient times. Leather gauntlets 
quivers and jewellery cases found in Egyptian graves dating back to 
MM) B. L. give some mdication of the great age of the craft. These articles 
which may be regarded as early "leather goods", were manufactured by 
the same craftsmen who produced sandals and other kinds of footwear 
Leather goods production remained a part of the shoemaker's work right 
up to medieval times, when it was taken over by the bookbinding trade 
which was then growing in importance. ' 

About two centuries ago, the leather goods section of the leather 
industry branched out on its own and began to expand in a number of 
European countries. Shoemaking machines were modified to suit the 
requirements of the new industry and gradually new machines and tools 
were introduced. However, even today the leather goods industry is only 
semi-mechanized. Much of the work must still be done by hand. 

In 1845, Daniel Priitzmann, a Viennese, devised a leather purse with 
a metal frame, a most important innovation. From then on leather goods 
production developed rapidly, and today it is an important industry 
employing tens of thousands of workers all over the world. 

The term "leather goods" embraces such items as ladies* handbags 
travelling bags and suitcases, attaché cases, document cases, billfolds' 
wallets, purses and belts. These articles may be manufactured not only 
from father but also from textiles, plastics and artificial leather, or fibre 
and cardboard When these same articles are made from such exotic materials 
as the skins of reptiles, rare birds and frogs, tortoise feet or fur, they are 
known as "fancy leather goods". y 

LEATHER GOODS IN DEVELOPING COUNTRIES 

Most developing countries produce some kind of leather goods or 
fancy leather goods, partly for the local market but mainly for tourist 
consumption. J 

In Central and South America, big travelling bags with traditional 
Indian motifs inlaid by hand or simple presses are produced in large 
quantities and are very popular with the tourists. Interesting effects are 
obtained by adorning the bags with metal rings or buttons and long 
leather fringes. Vegetable-tanned cowhide is mainly used for these items 
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In South America a great deal of alligator and snake skin is also used in 
fancy leather goods production. 

North African countries produce the well-known camel-saddle stools, 
cube-shaped cushions, handbags, travelling hags, and small leather articles. 
The bags are embossed with Arabic motifs or historical or scenic motifs 
of the countries in which they are made, often painted in bright colours. 
Most of these articles are made from vegetable-tanned goatskins, sheep- 
skins and, to a lesser extent, cattle hides. 

In the West, Central and East African countries leather goods are 
produced from locally available goatskins, sheepskins and cattle hides 
Fancy leather goods are made of crocodile, lizard, snake, and ostrich skins 
and monkey fur. Large travelling hags and suitcases are made of zebra fur. 
These leathers are vegetable-, semi-chrome- and purc-chrome-tanned. 
Some tanneries also use synthetic tanning materials. 

The countries of South-east Asia are well known as producers of 
fancy leather goods from crocodile, lizard, and snake skins, tanned with 
vegetable, chrome, or a synthetic tanning material. 

However, the production of leather goods and fancy leather goods 
in the developing countries, which is carried out mostly in small units, 
suffers from serious shortcomings, all of which cause substantial reductions 
in the value of the finished goods: the locally tanned leather is often of 
inferior quality; cutting patterns are usually made of old newspapers, 
instead of cardboard; leather is cut haphazardly, with scissors instead of 
cutting knives; linings are also cut at random; the cutting patterns used 
for the outer parts of the article are also used for the linings (causing them 
to wrinkle); the basic rules for sample-making and for preparing cutting 
patterns are unknown; bad thread is used; cheap plastic suede lining in 
expensive reptile bags makes the articles unattractive ; and the metal frames 
are out of fashion and of inferior quality. 

In addition, production is not properly organized; there is a general 
lack of management; cost accounting is non-existent, and prices arc decided 
by looking at those of the competitors. 

The chapters that follow provide basic information on the equipment, 
personnel, material and layout needed for a fancy leather goods factory. 
Figures are given for one year's suggested production of four classical 
articles (handbags, document cases, wallets and belts) made of reptile 
leather (crocodile, lizard and snake). Costs, prices, salaries, wages and rent 
are based on the average rates in a developing country of South-East Asia 
in June/July 1970. 

REASONS FOR UNDERTAKING PRODUCTION OF FANCY LEATHER GOODS 

There is a substantial demand for fancy leather goods, especially those 
made of reptile leather, in Canada, the United States and Western Europe. 
In the past ten years the demand for articles made of crocodile skin has 
grown from year to year, while that for articles made of lizard skin has 
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remained constant. For articles made of snake skin (mainly python) 
however, the demand has fluctuated in nearly regular intervals, rising and 
then falling every three years: just now it is rising once again. 

Fancy leather goods, which are tied to classical styles, do not depend 
on current fashion to the extent that other leather goods do. Their manu- 
facture, therefore, is less risky. 

Production is labour intensive; thus, only a few machines are required. 
The comparatively cheap labour, low overheads and cheaper leather in the 
developing countries help to offset transport expenses and the customs 
duties imposed by the importing countries. 

While the capital requirements are relatively small, the finished goods 
represent an extensive range of easily salable articles that may first be sold 
locally to tourists and afterwards be exported. In this way the developing 
countries can gain the foreign currency they so badly need. 
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PRELIMINARY PREPARATIONS 

Chapter 1 

Demand is greater than supply; 

£?¡&SS X*' ^^of ^,ath£r •— *» - 
The quantity of locally aimed reptile skins will be sufficient („ A. 
cremen* of the „ew factory ,Td the ^¿USZg      ** 

sSÄi£r-,ÄMtsas»£ 
phases rfl-oLtofiK^^^^.«?«^ 11 
ducing proper methods of storio» L, "f"•1* to. sh'PP>"g"; intro- 
efficiem quality control svLm^J! ^, 7" Si *>d «ctting up . small but 
work.of tie otLXi^s^hrlí0 ^^^ *nd ^• - 

adapting thepTtterr?, Ï?l£Ä^»".«'"rfou. fancy leather goíds, 
rectly. He will atolón ?Ä Md hoW *° cut «"• '"«^•1 «>¿ 
patterns Jclt Ä? ^hTa^X,'0 T *"*?* fa ** 
belade from Siectcu.fofridi7ea.to "*" *" 'mde8 «"* » 

fancy letÁerlo^" ^"í ^TT? h0W to « «» «** 
forrWleather eu lininZ^r Jf " ^\hmdi USe *«> «P«^ 
by guillotine 7¿V?fea«rf„°^and *"** <• aboard and paper 



A FANCY LEATHER GOODS FACTORY 

demonstrate how to glue; turn, mark and burn edges; and attach frames 
and other accessories. He will organize all the work in the assembling 
department. 

After the factory is successful on the local market (customers will 
probably be mainly tourists) the export drive should start. The first exports 
should go to the nearest developing countries that have good tourist 
industries. 

Exports to Canada, the United States and Western Europe should 
start later. The best way to enter the major consumer markets is through 
co-operation with big leather goods factories in the industrialized countries. 
Such co-operation can be of immense help, since styles, cutting patterns, 
frames and other accessories are supplied by the customers. 

GENERAL SPECIFICATIONS 

The factory will operate 52 weeks a year, 44 hours a week and will 
employ a total of 70 workers, 54 of whom will be engaged in direct pro- 
duction. Production cr parity for one year will be 5,750 handbags, 700 
document cases, 20,000 wallets and 14,750 belts. 

The raw materials used will be: crocodile, lizard and snake leather. 
Linings for inside pockets and partitions may be of leather (for expensive 
reptile bags), silk, artificial silk or cotton. Accessories (frames, zippers, 
buckles, press buttons) needed for the type of goods to be produced in this 
factory will be imported. 

The floor area, 701.5 m* for the production departments oni), will 
be double the area needed for the production capacity mentioned above, 
which allows for future expansion. The floor area of each department 
is as follows: 

Material storage     71.5 
Sample-making     60.0 
Cutting      48.0 
Stitching      44.0 
Cardboard     12.0 
Assembling  234.0 
Finished goods storage     71.5 
Shipping      32.5 

573.5 
Offices (8)   128.0 

701.5 

In addition, ample floor space for toilet facilities, personal locken 
and a rest room for workers should be provided. Figure 1 gives a flow 
chart for a fancy leather goods factory. 
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Mattrutl storég 

The quantity of incoming materials should be recorded, and the 
materials sorted according to quality. It should be noted on each invoice 
that the goods have been received and that the invoice may be paid. 

1 
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The storage room should be divided into sections, with very expensive 
materials such as reptile skins stocked separately. Leather, linings, findings 
(threads, glue, foam plastic, cardboard) and accessories should all be 
stocked on separate shelves. The minimum quantities established for 
different types of material should be shown on hanging charts to ensure 
smooth production. At least one month's supply of locally available taw 
materials and three months' supply of imported materials, should be 
stocked. 

Sample-making 

The sample-making department occupies one room. The sample 
maker creates new styles and prepares the cutting patterns, which must be 
teady for the cutting department whenever required. This room, or at 
least part of it, may also be used to exhibit samples of finished goods. 

Cutting 

Cutting is done by hand. For small quantities of a certain article, hard 
cardboard cutting patterns are used. For larger quantities, the cardboard 
patterns are bound in metal. This factory will not need dies for many 
years; dies are u,ed only when articles are produced in large numbers. 

Stitching 

The cut parts are first skived and then sewn together. The linings are 
glued on, findings applied and some of the accessories fitted. Articles that 
are of a very complicated design may be partly stitched, sent forward for 
assembling and then returned for final stitching. Often handles are made in 
the assembly room and then sent to the stitching room for the necessary 
sewing. 

Cardboard 

Paper and cardboard are used extensively in fancy leather goods 
production. In the cardboard department, a hand-operated guillotine is 
used to cut paper and board to the sizes required. 

Assembling 

In the assembly room, the various parts of an article are put together, 
and the remaining accessories, such as locks and handles, are fitted. Here, 
too, the article receives the final polishing or cleaning and is inspected. 

One of the main operations carried out in this room is folding and 
turning over. Many small leather articles are not stitched but folded, turned 
oyer and glued. (However, the folded outer parts of handbags are always 
stitched.) Some technicians prefer to have the folding operation carried 
out in the stitching room. However that may be, it is most convenient to 
have electrical floor switches on either side of each working table so as to 
enable a sewing machine to be operated immediately if needed. 
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Finished goods storage 

The storage department receives the finished goods from the assem- 
bling room and packs them individually into cardboard boxes. Each box 
should be clearly labelled with a description of the article it contains. 
Space in this department should be sufficient to allow for proper storage 
and easy access to every order or group of articles on stock. 

Shipping 

Goods should never be kept on stock in the shipping department. 
Here the goods are crated and sent to the customers. 

QUALITY CONTROL 

Quality control, which is essential in every factory today, can be 
carried out more easily and more efficiently in a small factory than in a 
large one. In a fancy leather goods factory, quality control starts with 
material storage, is carried out in all the production departments, and 
includes a final examination before the goods are packed. 

The person in charge of the materials storage department controls 
incoming material. No material to be used in production should be taken 
into stock without undergoing testing. 

Leather and leather lining should be tested for stretching and tearing 
(tensile strength). Textiles (silk, artificial silk and cotton) should also be 
tested for stretching strength. 

Colours must be fast in fancy leather goods, and consequently they 
must be tested repeatedly by rubbing the surface of the grain with wet 
cotton, under strong pressure. If the colour is not fast, just a few drops of 
rain falling on an expensive black crocodile handbag can make the colour 
run and, perhaps, spoil a lady's new suit. 

Various tests can be carried out on findings and accessories. Among 
the most important are: tests for tensile strength of threads and adhesive 
strength of all glues and cements, especially those used for articles that are 
not stitched; tests (by repeated closing and opening) of zippers, locks and 
frames. 

The next check comes when the material leaves the cutting department. 
This check should be carried out by the foreman of the cutting and stitching 
departments. Faulty or badly cut pieces are returned and cut again. Records 
showing the quality of work of the individual cutters should be kept. 

Control in the stitching department is concentrated largely on the 
workmanship. In the cardboard department it is limited to checking the 
exact size of the cardboard pieces and the correctness of the sorting. Control 
in these two departments is also the responsibility of the foreman of the 
cutting and stitching departments. 

Quality control in the assembling department, which is mainly con- 
cerned with workmanship, is carried out at each working table"by the 
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foreman of the group (each table has six workers) and supervised by the 
foreman of the whole department. 

The final examination takes place before the goods are packed and sent 
for storage. It is performed by the foreman of the department responsible 
for storing the finished goods. 

Quality control does not end with the sale of the goods. Claims have 
to be included in this service. Even the most efficient control system cannot 
prevent dissatisfied customers from returning some goods. 

Wearing tests mean that article: are tested under conditions of normal, 
everyday use for a certain time and then examined. Handbags made of 
reptile skin are not expected to be as wear-resistant as travelling bags, but 
the handles should be properly fastened and stand up to tests involving a 
weight of 10 kg. These wearing tests should be supervised by the factory 
manager or by the sales manager. 

When an article is returned as faulty and a claim is made—and this 
means that the article has been subjected to the best possible wearing 
test—a thorough investigation should be carried out to find the reason for 
the flaw or weakness and steps taken to prevent its recurrence. Wearing 
tests are seldom carried out in fancy leather goods factories on the scale 
that is needed because the articles produced are so expensive. 

Forty per cent of all productivity control should be concentrated in 
the claims area, with the remaining 60 per cent divided equally between 
material storage and production. 

EQUIPMENT REQUIRED 

Since fancy leather goods production all over the world employs mainly 
hand labour, only a few light-weight machines will be needed. Table 1 
gives a breakdown of the furniture, machinery and tools required for the 
new factory, and their approximate costs in dollars. Figure 2 shows the 
layout of equipment and the degree of skills needed by personnel in each 
department. 
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Layout of production units 

(a) Afofcrii/ storage dtpartmtut 

11m 

(b) Samph-mahmg thpartumt 
10m 

5m 

LI 
Key to personnel: 

© - Highly skilled; 

Key to 
A = 
B = 
C = 
D = 
E = 
F = 
G« 

1 = 
J« 
K- 
L- 
M« 
N- 
O- 
P- 
Q- 

SklUed;   O - Unskilled. 
equipment: 
Shelving unit (10 m x 0.5 m x 3 m) with 3 shelves and 10 vertical neks 

Working tabic (1.5 m x 0.75 m x 0.75 m) 
Writing table (1.5 m x 0.75 m x 0.75 m) 

Working table (1.5 m x 0.75 m x 0.75 m) 
Cutting bench (1.75 m x 0.45 m x 1 m) 
Working table (3 m x 0.75 m x 0.75 m) 
Skiving machine 
Sewing machine 
Guillotine 
Working table (2.5 m x 0.75 m x 0.75 m) 
Working table (5.5 m x 0.75 m x 0.75 m) 

IEÄ un£ S m x ììm x 3 m) with 3 ,he,T" •* » «"*«1 »** 
Working table (4 m x 0.75 m x 0.75 m) ^^ ^^ 

I 
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(c) Cutting, stittbing, cardboard and assmhlmg dtpartmtnts 

JiL I t lft_ 

CUTTING     * ASSEMBLING                  f 

H •• 0» •0 

H   -• 
N f         0- N * 

0- -0 

g. 
0» N 

o- 

-o 

•0 

g. 
m 

©- -00- 

,î„ 

•o 

i 
N t   °- N •0 

L 
0- -o i 

0 -• o- •0 

L-J STITCHING 

LjJ •• N -0 

t 
L                 i                             •• -©©• « 

m    —* 
t 0- N « 

[T]             I -0 

0- « 

LJ-J        »                   * N -0 

^     i n -0 

 --      M i                 "—' 
i      i l_^_l   l_J 

'^^^•'(•wBFlK^^^»'*'                                      ^^ 
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(d) Fimsbtd goods s tor agi 
11m 

3 
E 

it J 
6.5 m 

(e) Shipping dtjmrtmtni 

§ 

Teküí 
FURNITURE, MACHINERT AND TOOLS REQUIRED 

Cut pir torn 
NmttrjlHm Ttflmt 

Mmttrki ttoragi dtpartmmt 
Furniture 

Shelving unit (E)      42Q.00 
Working table (F)      12000 
Working table (G)  gn/go 
Chain 13.00 

5 
1 
1 
3 

Tool» 

S'.«jn«tnS    0.80 
Skiving knife    j JQ 
Mr of teuton  \\\\ j^ 
Folding bone   '.'.'....'. 1 JO 
Awl 0.70 
Iran ruler (50 cm)          j>10 

2,100.00 
120.00 
10.00 
43.00 

2^43.00 

2.40 
1.10 
1.60 
1.50 
0.70 
1.10 

f 
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Tabù 1 (eontimd) 

Culptrihm Nmmètr »filimi Ititi ini 
(t) 

SampU-making dtpartmint 

Furniture 
Shelving unit (A)  450.00 
Shelving unit (B)   305.00 
Working table (C)   S0.00 
Writing table (D)  100.00 
Cutting board (0.9 m X 0.45 m)    55.00 
Wooden horse    10.00 
Chair     15.00 

Tools 
Table panthograph (hand operated)  60.00 
Awl     0.70 
Cutting knife     0.80 
Skiving knife     1.10 
Pair of scissors   1.60 
Folding bones  1.50 
Compass (for leather goods)     1.00 
Iron ruler (50 cm)    1.10 
Hammer (for leather goods)  1.50 

Cutting ¿tpartmtnt 

Furniture 
Cutting bench (H)   50.00 
Cutting board (0.9 m X 0.45 m)    55.00 
Wooden horse for leather  10.00 
Working table (I)  80.00 
Chair     15.00 
Wooden box (for internal transport 

of finished goods)    5.00 

Took 
Upper cutting knife  0.80 
Grinding stone  0.40 
Awl    0.70 
Iron niter (SO cm)    1.10 

Stittbing èiptrtmmt 

Furniture 
Working table (M)      70.00 
Chaif        11.00 

1 450.00 
2 610.00 
2 160.00 
1 100.00 
2 110.00 
4 40.00 
8 120.00 

1,590.00 

1 60.00 
2 1.40 
4 3.20 
2 2.20 
2 3.20 
2 3.00 
2 2.00 
t 1.10 
1 1.50 

4 
4 
4 
1 
3 

10 

4 
4 
4 
4 

77.60 

200.00 
220.00 
40.00 
80.00 
45.00 

50.00 

1 
10 

635.00 

3.20 
1.60 
2.80 
4.40 

12.00 

70.00 
150.00 

220.00 
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Tablt 1 (continued) 

Cm pit ium 
(t) 

Machines and tools 
Skiving machine (J)  425 00 
Sewing machine 

(single-needle flat-bed)     300 00 
Sewing machine 

(single-needle cylinder-bed)     530 00 
Cutting knife     0"80 

Pair of scissors   J'XQ 
Grinding stone  Q'^J 

Cardboard department 

Machines and tools 
Guillotine    ~t (^ r        ,  ..     oos.uu 
Cutting knife     Q gQ 
Skiving knife  {\Q 
Grinding stone  Q'JQ 

Atstmbiing departmtnt 

Furniture 

Working table (N)  10000 
Chair    .. -_ 
Shelving unit (O)            ; 220'¿J 
Trolley (for internal transport 

of half-finished good«)     200 00 

Machines and tools 

Frame-attaching device   165.00 

Cutting knife  o 80 
Pair of scissors  !.. ! i AQ 

Edge-polishing irons (for leather'good») 0.90 
Folding bones   ..... 1 50 
Compass (for leather goods)     I'QO 
Set of punchers     g«'«« 
Iron ruler (50 cm)    '.'.'.'.'.'.'.'.'.'.'.[ 110 
Hammer (for leather goods)  \'¡Q 
Set of frame-fastening tongs 

(for different frame profiles)  ig 00 
Electric cooker (for heating glue) ..... 8 00 
Pot (for rubber cement and glue) .... ! l,Q0 
Brush  A'TA 

Stone plate (50 cm x 25 cm x 5 cm) ..' 20.00 

Nimkir of itimi Ttul mi 
(I) 

5 
8 
6 
1 

425.00 

300.00 

2,650.00 
6.40 
9.60 
0.40 

3,391.40 

1 665.00 
1 0.80 
1 1.10 
1 0.40 

667.30 

8 800.00 
SO 750.00 

1 220.00 

12 2,400.00 

4,170.00 

1 165.00 
43 30.10 
43 34.40 
18 28.80 
12 10.80 
43 64.50 
12 12.00 
2 100.00 

18 19.80 
43 64.50 

3 54.00 
12 96.00 
30 20.00 
18 12.60 
20 400.00 

1,112.50 

i 
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Tabi* 1 (continued) 

CMpnUim N„*r./il,m, T^¡"" 
(S) 

Finished goods storagi 

"A•,, (P,      «¡JO 6 2,100.00 
Xf*-*<» :::::::::::: ^S      I     js» 

2,365.00 

Shipping dtpartmtnt 

FU55S« tabic (P)       120.00 1 120.00 
ScKcl "".'.      200.00 1 200.00 Table Mance    40000 
Floor balance         **J•"" \ A. M 
Chair         1500 3 «fjOO 

761.00 

JVM»; SM figun 2 fot toy >o tattm In ptiinlhiM. 

SUMMARY OF ESTIMATED COSTS OF FURNITURE, MACHINERY AND TOOLS 
(Dollars) 

Fwnitmt            Mitbimrj mi ttüi       THêl tplpmiiU DtpvtmtU rwnmwi j ^  

8.40 2,353.40 Ma.cr.al storage   2,345.00 

Ä          8  635.00 12.00 647.00 
ÄL  220.00 3,391.40 3,611.40 
S""£,ng.  _ 667.30 667.30 
?tdbo"d  4170.00 1,112.50 5,282.50 
ÄÄ-:::::::::::::::: ¿g» - «g» 
S   PP,ng    i^fmÖÖ X269.2Ô Í7^59720 

PERSONNEL REQUIREMENTS AND COSTS 

Wages throughout the industry are based on piecework, with a flat 
rate for each operation. For the first year, however, while workers are 
being trained, all direct labour is to be paid hourly wages. 

Manufacturing inferior quality products during the training period 
can create serious sales resistance that may be difficult to cope with later 
on Since the factory is to produce expensive fancy leather goods, it cannot 
afford rejects. Thus, the quality of the product should constantly be main- 
tained even during the training period. 

Most of the workers will have to be trained. Some skilled workers will 
be available locally but will have to be taught new, up-to-date production 
methods. Table 2 shows the estimated personnel requirements and costs tor 
the factory's first year of operation. 
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18 A FANCY LEATHER GOODS FACTORY 

Fijprt 3 

Cu/tini patttrnfor handbag with two poektti ani a hatbtr-cmnrti mttalfram 
Scale 4:1 

SKETCH OF T»€ FINISHED •« 

MMNOUWtnm 
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c 
TOP INSIDE COVER ALONG THEMAIN PARTS 

TOP INSIDE COVER ALONG THE FRAME 
J 

HANDLES (OUTSIDE) 

COVER FOR METAL FRAME 

MATERIALS AND OTHER COSTS OF PRODUCTION 

and the wallet are shown in fiS 4 5 r 8' *' document rasc 

patterns are used for th^bêk S t LA * «FC**1* No cutting 
articles. The lining for the Ä     ^    ^ fr0m the °th" 
cutting knives. Thf sVraps 1^7/^u S^PSkÍn WÍth "*» •¿ 
be carefully skived1 anTout ^ 8,      * "¡f *"***''the Pieces hav* to 

-ä « „ «,, ää-,—asísajTS^r 
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Fipir*4 

Gating pëêttrn for dttwmmi tan »Ob atrnmmputti tmi xipptni M tbrn tkht 
Sade 4:1 

nmwp« »««••l* 

» 

SKETCH OF THE RMÄHED DOCUMENT CASE 
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Working with such expensive materials requires the utmost care. All 
personnel dealing with reptile leather must be highly skilled, especially 
the buyers, the clerk in the material storage department, the foreman of 
the cutting department and, of course, the cutters. 

Reptile skins are sold by the piece, and prices are quoted per centi- 
metre of width. Thus a crocodile skin (belly) that is 169 cm long and 43 cm 
wide and is priced at $ 1.67/cm of width would cost $ 71.81 ($ 1.67 x 43). 
For purposes of calculation, however, the skins are measured in square 
decimetres. The average crocodile skin of the dimensions indicated above 
will measure a total of 65 dm2; the belly (the best part of the skin), 21 dm8; 
the tail, 30 dm2; the feet, 8 dm2; and the head, 6 dm2. Thus the average 
cost of crocodile leather per dm2 is $ 1.10 ($ 71.81/65). 

Lizard skins 32 cm wide cost $ 7.80 per skin. Such a skin has 18 dm" 
and thus costs $ 0.43/dm2. Snake skins (mainly pythons) are sold by the 
length, but the price/length varies with the width of the skin. A python 
30 cm wide costs $ 7.75 per metre of length ; thus a python skin 5 m long 
costs $ 38.75. Such a skin has 111 dm2 and costs % 0.35/dm2. 

Tables 3 and 4, respectively, show the quantity and cost of reptile 
skins required for production for the factory's first year of operation. 

Tabit 3 
REPTILE SKIN REQUIREMENTS 

>¡H>m (imt) (Jmt) (lUt) 

Crotodih 
Handbag   4,000 
Document case  200 
Wallet     10,000 
Belt  8,000 

Total ... 22,200 

Lixftri 

Handbag   1,000 
Document case  500 
Wallet     8,000 
Belt  4,000 

Total ... 13,500 

Stuki 

Handbag   750 
Wallet    2,000 
Belt  2,950 

Total ... 5,700                           76,975                           694 

58.0 
35.0 
10.1 
4.5 

232,000 
7,000 

101,000 
36,000 

376,000 

65 
65 
65 
65 

3,570 
108 

1,554 
554 

5.786 

58.0 
35.0 
10.1 
4.5 

58,000 
17,500 
80,800 
18,000 

18 
18 
18 
18 

3,223 
973 

4,489 
1,000 

174,300 9,685 

58.0 
10.1 
4.5 

43,500 
20,200 
13,275 

111 
111 
111 

392 
182 
120 
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TabU 4 
REPTILE SKIN COSTS 

SMiptr 
phtt 

  r*»v 

Handbag 

Crocodile    58.0 
Lizard       58,0 
Snake     58.0 

Subtotal ... 
Dotumtnt um 

Crocodile    35,0 
Littrd       35.0 

Subtotal ... 
Walkt 

Crocodile    10.I 
^»'d       10.1 
Snake     tO.l 

Subtotal ... 
BtU 

Crocodile      4,5 
Lizard         4*5 
Snake '.'.'    4,5 

Subtotal ... 
Total    

Cut Ur 

(t) 
Cui pit 
pitti 
(I) 

Nmtttrtf 
flu» 

Ttfl 
ft) 

1.10 
0.43 
0.35 

1.10 
0.43 

1.10 
0.43 
0.35 

1.10 
0.43 
0.35 

63.80 
24.94 
20.30 

15.05 

11.11 
4.343 
3.535 

4.95 
1.935 
1.375 

10,000 
8,000 
2,000 

20,000 

41,400 

255,200.00 
24,940.00 
15,225.00 

295,365.00 

7,700.00 
7,525.00 

15,225.00 

111,100.00 
34,744.00 
7,070.00 

152,914.00 

39,600.00 
7,740.00 
4,646.25 

51,986.25 
515,490.25 

.*r wii?*SSOrie
L

S tnd ñndin^ (fraffiC8> «PP^. buckles   thread   wax. g?Äir!fi ¿¿S 

r*w# 5 
COST OF ACCESSORIES AND FINDINGS 

CM pir pitti 
     (t) 

S^db^       4.49 
Document case  -, « 

"*      0.19 
Total ... 

NmitrtfpUtii Tf)u* 

5,750 
700 

20,000 
14,950 

25,817.50 
1,876.00 
8,800.00 
2,840.50 

39,334.00 
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The personnel and salary requirements were given in table 2: tabic 6 
shows the labour costs (including direct and indirect labour) per article 
and for the entire production. Table 7 shows the total production costs 
per article and table 8 balances production costs against selling prices, 
showing the profit that may be expected per piece, per category, ->n<i for 
the entire production. 

Tabi, 6 
LABOUR COSTS 

ptrpUit 

Labtmr uiiptr 

ft) 

Handbag   i<j.O 
Document case  2 0 
Wall«     1.5 
Belt  2.0 

Total ... 

0.52 
0.52 
0.52 
0.52 

mil 
fir pilli 

(lì 

5.20 
1.04 
0.78 
1.04 

pulii 

5,750 
700 

20,000 
14,950 

iocludt both dina (f O.M/nm-hour) «ad indiaci Ubotu (» 0.1 J/iwn.how). 

TtftUkm 
mili 
(lì 

29,900 
728 

15,600 
15,548 
61,776 

Tabk 7 
PRODUCTION COSTS PER ARTICLE 

(Dollars) 

su, 

Crocodile  63.80 
Lfcard     24.94 
Snake  20.30 

Dottmtnl tan 

Crocodile  38.50 
Lizard     15.05 

Valkt 
Crocodile  11.11 
Lizard     4.34 
Snake  3.54 

Btll 

Crocodile  4.95 
Lizard     1.94 
Snake  1.58 

Cut tj mtttnth 

Allumili 

4.49 
4.49 
4.49 

2.68 
2.68 

0.44 
0.44 
0.44 

0.19 
0.19 
0.19 

Tilél 

68.29 
29.43 
24.79 

41.18 
17.73 

11.55 
4.78 
3.98 

5.14 
2.13 
1.77 

5.20 
5.20 
5.20 

1.04 
1.04 

0.78 
0.78 
0.78 

1.04 
1.04 
1.04 

Imma 
m atpiêti * 

8.20 
3.53 
2.98 

4.94 
2.12 

1.38 
0.57 
0.47 

0.61 
0.25 
0.20 

7 »téJ fati 
•ypnêmUÈH 

81.69 
38.16 
32.97 

47.16 
20.89 

13.71 
6.13 
5.23 

6.79 
3.42 
3.01 

'Twtfopui imufkl». tht tool oí wtteh impunti te •pptoiim.ttly IS ptr etat of InnMad working 
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Tabic 9 gives an estimate of the initial capital required. Table ID gives 
the overhead expenses for a year, and table 11 the working capital required. 

Table 9 
INITIAL CAPITAL RKQUIRKD 

(Dollars) 

Machinery and tool*     5,269.20 
Furniture  12,090.00 
Office equipment 

Desks (8)  880.00 
Chain (16)  240.00 
Typewriter* (2)  340.00 
Adding machine  140.00 1,600.00 

18,959^20 
Stock nf material for one month's production 

($554.824.25/12)     46,235.35 
Goods in production for half a month 

($46,235.35/2)        23.117.6S 
Wages for half a month 

Direct labour            1,925.00 
Indirect labour   615.00 25,657.68 

Stock of finished goods (half a month's production)  25,657.68 
Total... 116,509.91 

Table 10 
OVERHEAD EXPF.NSKS PER YEAR 

(Dollars) 

Rent ($ 1.50/m1 per month)   16,200.00 
Depreciation 

Machines and tools, 10",,     526.92 
Furniture, 5%  604.50 
Oftice equipment, 5",  80.00 

Wages 
Direct labour     46,200.00 
Indirect labour   14,760.00 

Electricity   1,380.00 
Miscellaneous expenses  1,248.58 

Total...     81,0001» 

Table 11 
WORKING CAPITAL RKQI-IRP.D 

(Dollars) 

Initial capital funds    116,509.91 
Overhead expenses for half a year  40,500.00 
Material required for half a year's production  277,412.13 
Total     4347422^4 



Chapter 2 

EXPANDING PRODUCTION 

Expansion of production can he considered when sales of the entire volume 
of poods antl regular supplies of raw materials arc guaranteed By this 
time, the factory will have been in operation for several years and a supply 
or raw materials for four months' production will he sufficient. The tables 
that follow show the requirements for an operation of almost double the 
original production and the profitability of such a venture. Figures are 
those of June/July 1970 in a developing country in South-Hast Asia. Since 
then, the cost <>t labour and other costs have risen, but the costs of raw 
materials have tallen. 

Table 12 shows the additional furniture, machinery and tools needed 
and table 13 shows the total personnel requirements. The new production 
targets are given in table 14. Tables 15 and 16 show the quantities of 
reptile skins needed, and their costs, for the expanded production. The 
new costs for accessories and findings are given in table 17 and table 18 
gives the labour costs, per piece and for total output. Table 19 gives 
production cost per piece, and table 20 balances the new production costs 
agn.nst the projected sales and profits. Tables 21, 22, and 23 respectively 
show the additional capital funds required; the overhead expenses; and 
the working capital required for the expanded production. 

The organizational structure should not be changed immediately. 
After a few months, however, 12 of the best workers in the assembling 
department should be promoted to assistant foremen (one at each working 
table). One of these assistants should be seated at each working table 
racing the foreman, as shown in figure 6, the revised floor plan of the 
production area. 



Table 12 
ADDITIONAL RI QURKMKNTS WITH RISPFXT TO FURNITURK, MACHINKS AND TOOLS 

\mmhtr ' '" 
,/il,m, 

<i) 

4 2(M).(H) 
4 220.00 
4 40.00 
8 40.00 

500.00 

4 3.20 
4 1.60 
4 2.80 
4 4.40 

12.00 

Cui ptr 

( Htlinfi dtpart mint 
Furniture 

Cutting bench (H)    50.00 
Cutting board (0.9 m x 0.45 m)  55.00 
Wooden horse     10.00 
Wooden box  5.00 

Tools 
Upper cutting knife   0.80 
Grinding stone   0.40 
Awl     0.70 
Iron ruler (50 cm)     1.10 

StilchiitR dtpartmtnt 
Furniture 

Chair     15.00         8          120.00 
Machines and tools 

Skiving machine (J)  425.00 
Sewing machine (singlc-nccdlc llat-bed)  300.00 
Sewing machine (singlc-nccdlc cylinder-bed)     530.00 
Cutting knife  0.80 
Pair of scissors    1,60 
Grinding stone  0,40 

Aatmblmg dtpartmtnt 
furniture 

Working table (N)  100.00 
Chair     15.00 
Trolley  200.00 

Machines and tools 
Frame attaching device   165.00 
Awl     0.70 
Cutting knife  0.80 
Pair of scissors   1.60 
Hdgc-polishing irons   0.90 
Folding bones  1.50 
Compass     1.00 
Set of punchers  50.00 
Iron ruler (50 cm)     1.10 
Mammcr  1.50 
Set of frame-fastening tongs  18.00 
Flcctric cooker  8.00 
Pot (for rubber cement)     1.00 
Brush   0.70 
Stone plate (50 cm x 25 cm x 5 cm)   20.00 

T,Ï6Ô750 

1 425.00 
1 300.00 
5 2,650.00 
8 6.40 
6 9.60 
1 0.40 

3,391.40 

4 400.00 
36 540.00 
10 2,000.00 

2,940.00 

2 330.00 
43 30.10 
43 34.40 
18 28.80 
12 10.80 
43 64.50 
12 12.00 

1 50.00 
18 19.80 
43 64.50 

1 18.00 
10 80.00 

5 5.00 
18 12.60 
20 400.00 
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Tablt 12 (continutd) 

Cuiptr 
iltm 
<*) 

Nmmhtr 
»Jiltmt 

Samplt-making dtparimtmt 
Tools 

Awl     0.70 
Skiving knife     1,10 
Pair of scissors    1,50 
Folding bone     1.50 
Compass     1,00 
Iron ruler (50 cm)     1,10 
Hammer    ... 1.50 

Summary of tttimatti coittfor additiotul fitrnHurt, matbtmry and fit 
(Ditteri) 

Tltl 

Tl) 

0.70 
1.10 
1.60 
1.50 
1.00 
1.10 
1.50 
8.50 

Dtptilmm MuOHHny 
•mllmli 

Tf/tMrimii 
— 

Sample-making   — 
Material storage    — 
Cutting  500.00 
Stitching   120.00 
Cardboard  — 
Assembling  2,950.00 
Finished goods storage    — 
Shipping   — 

8.50 

12.00 
3,391.40 

512.00 
3,511.40 

1,160.50       4,110.50 

3,570.00      4,572.40       8,133.90 

\$it I of key to kmen in pucnthmi, IM figuri 2, ptgt 11. 

Tablt 13 
TOTAL PERSONNEL AND SALARY REQUIREMENTS FOR THE EXPANDED PRODUCTION 

1/ ukry pit tifil}   Amml nkrj w tmpi 
tkiltri mrkir pit ¡Utili inrkir 

Amimi miti ptr 
mrkir 

"*** (t) SIMM tt) UntUUti (t) 

Tml     Têtêi nitriti 

urmmml       (fj 

Dirtcl ¡abowr 
Department 

Material storage 1      1,200 
Cutting      1»      2,220       8     1,200 
Stitching        1«      2,220      14      1,020 
Cardboard  .... 
Assembling  .. 
Finished goods 

storage  1      1,200 
Shipping     1      1,020 
Transport   .... 
Sample-making      1       2,400       1      1,200 

2*      2,220      12     1,200 
1 

72 

1 
1 
2 
1 

420 
420 

420 
420 
420 
420 

1 
9 

15 
1 

86 

2 
2 
2 

-1 
121 

1,200 
11,820 
16,500 

420 
49,080 

1,620 
1,440 

840 
4,020 

86,940 
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Figur* 6 
Layout vf tòt pnduttion mitt fer txptmdtd production 
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Tabii 13 (continued) 

AmmduUrjprHiH}    Ammt mhij m —HI 
"" *    rktr friUMmrit» 

»m (*) 

Imtìntt labour 
Manager     1 
Technical manager    1 
Accountant      1 
Cashier  
Purchasing officer 
Selling officer ... 
Typist  
Cleaner  

Total     

6,000 
4,800 
4,200 

SUM (*) 

1,440 
1,440 
2,520 

960 

Ammelmami *E1H 

UmUlU      (I) 

Tu.1    ^«fcrtr, 
- i    mi mem 

360 2 
9 

6,000 
4,800 
4,200 
1,440 
1,440 
2,520 

960 
720 

22,080 
130     109,020 

TMt 14 
PROPOSED PRODUCTION FOR THE FIRST YEAR OF KXPANDED PRODUCTION 

Cmmklt 

Handbag   8,000 
Document case  400 
Wallet  20,000 
Belt  16,000 
Total     44,400 

/./corf 

2,000 
1,000 

16,000 
8,000 

27,000 

Steif 

1,500 

4,000 
4,800 

10,300 

iti»i 

11,500 
1,400 

40,000 
28,800 

81,700 

Tablt 15 
REPTILE SKIN REQUIREMENTS — EXPANDED PRODUCTION 

A». 'Jpitai 
SUtftr 

pirn 
Itltlikm 

Cnttäh 
Handbag   8.000 
Document case  400 
Wallet  20,000 
Belt  16,000 

Total    44.400 
Lirçri 

Handbag   2,000 
Document case  1,000 
Wallet  16,000 
Belt  8,000 

Total    27,000 

Anrti,„Kl 
•/iti» u     Í-J 
(dm*) lUntnminé 

58.0 
35.0 
10.1 
4.5 

464,000 
14,000 

202,000 
72,000 

65 
65 
65 
65 

7,138 
215 

3,108 
1,108 

752,000 65 11,569 

58.0 
5S.0 
10.1 
4.5 

116,000 
35,000 

161,600 
36,000 

18 
18 
18 
18 

6,445 
1,945 
8,977 
2,000 

348,600 18 19,367 
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f 

TM* IS (nmtinmi) 

S*, ff finn 

¿M/W 

Handbag   1,500 
Wallet     4,000 
Belt  4.800 

Total    10,300 

«KM AW 

58.0 
10.1 
4.5 

87,000 
40,400 
21,600 

111 
in 
in 

783 
364 
195 

149,000 HI 1,342 

TtUt 16 
RETTILE SKIN COSTS — EXPANDED PRODUCTION 

Skim pit 

lé?) 

Hmtättg 

Crocodile     58.0 
Liaard     58.0 
Snake      58.0 

Subtotal     

Dtmmtnt tan 

Crocodile     35.0 
Lizard     35.0 

Subtotal     

Vtlltt 

Crocodile     10.1 
Liaard     10.1 
Snake      10.1 

Subtotal     

Crocodile       4.5 
Liaard       4.5 
Snake      4.5 

Subtotal  

Total    

cm tur 

(t) 

Cui fr 
firn 
(!) 

Nmmktrnf 

1.10 
0.43 
0.35 

1.10 
0.43 

1.10 
0.43 
0.35 

63.80 
24.94 
20.30 

38.50 
15.05 

11.11 
4.343 
3.335 

8,000 
2.000 
1,500 

11,500 

400 
1,000 

1,400 

20,000 
16.000 
4,000 

40,000 

28,800 

Tflikè» 

m 

510,400 
49,880 
30,450 

590,730 

15,400 
15,050 

30,450 

222,200 
69,488 
14,140 

005,828 

1.10 4.95 16.000 79,200 
0.43 1.935 8.000 15,480 
0.35 1.575 4,800 7,560 

102,240 

81,700       1,029,248 
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Tmbh 17 
COST OK ACCESSORIES AND FINDINGS — EXPANDED PRODUCTION 

Cnipn 
pirn 
ft) 

Handbag   4 49 
Document ca>c  2.68 
Wallet  0.44 
Belt  0.19 
Tmal     

Xwmktr tf 

11,500 
1,400 

40,000 
28,800 

TMt 18 
LABOUR COSTS—EXPANDED PRODUCTION 

ptrpku XL 
m 

ptrpmt 
ft) 

A«*vWr«/ 
pinti 

TmtUtr 

ft) 

Handbag   10.0 
Document case  20 
Wallet  15 
Belt  2Ì0 
Total     

0.47 
0.47 
0.47 
0.47 

4.70 
0.94 
0.70 
0.94 

11,500 
1,400 

40,000 
28,800 

54,050 
1,316 

28,000 
27,072 

110,438 

• Ubout com includi both dlirct ($ lUT/mm-hour) «id maina labour r$ (UO/imn-hou,). 

T*k/e 19 
PRODUCTION COSTS PER ARTICLE 

(Dollars) 

Cm if mltnmli 

Skm Amutriti 
imi mtfitml 

TtUlna 

HMSH 
Crocodile  63.80 
Lizard  24.92 
Snake  20.30 

DttumtHt cast 
Crocodile  3g,50 
Lward  15,05 

Wtlht 
Crocodile  11,11 
Lisard  4,34 
Snake  3'«4 

B$lt 
Crocodile  4,95 
Llxard  1,94 
Snake  1*58 

4.49 
4.49 
4.49 

2.68 
2.68 

0.44 
O.44 
0.44 

0.19 
0.19 
0.19 

68.29 
29.41 
24.79 

41.18 
17.73 

11.55 
4.78 
3.98 

5.14 
2.13 
1.77 

4.70 
4.70 
4.70 

0.94 
0.94 

0.70 
0.70 
0.70 

0.94 
0.94 
0.94 

8.19 
3.53 
2.97 

4.94 
2.12 

1.38 
0.37 
0.48 

0.61 
0.25 
0.21 

81.18 
37.64 
32.46 

47.06 
20.79 

13.63 
6.05 
5.16 

6.69 
3.32 
2.92 
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I'.XPANDING PRODUCTION 

Table 21 
ADDITIONAL CAPITAL FUNDS REQUIRED 

(Dollars) 

Machinery and tools    4 572 ^Q 

£"nlture; '•'•' 3,'570.'00 
Office equipment : 

Dc»k« (2)  220.00 
Chair8 (*)  60.00                       280.00 
  8,422.40 

Tabu 22 
OVERHEAD EXPENSES PER YEAR 

(Dollars) 

Rent ($ 1.50/m* per month)  \¿ 200.00 
Depreciation ' 

Machinery and tools, 10 per cent 
ow  526.92 
N«v   457.24 

Furniture, 5 per cent 
old  604.50 
Ne*   178.50 

Office equipment, 5 per cent 
pW  80.00 
N«*   14.00 

TabU 23 
WORKING CAPITAL REQUIRED 

(Dollars) 

984.16 

783.00 

94.00 
86,940.00 Wage.     _  

ä,,ri?J  22Ä» 
2?****   2,760.00 Miscellaneous expense«   j 158.84 
Tottl  131,000.00 

Initial capital funds (old machinery, tools, 
furniture and office equipment)  \% 959,20 

Additional new equipment  g 422.40 
Overhead expenses for half a year  65*500.00 
Material required for 4 months' production. 369*235.67 
Goods in production for half a month 

($369,235.67/8)        46,154.46 
Wages for half a month 

Direct labour    3,622.50 
Indirect labour   920.00 

Stock of finished goods for half a month's 
production  50,696.96 

Total  563,511.19 

35 
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