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i). 

SYNOPSIS. 

The  following  report  covers the   findings,   conclusions, 
activities  and  recommendations  relating  to  a  corporate analysis 
of  the  Debre Berhan Wool Factory S.A.    The  aim of the project was 
to  furnish assistance  to the management of  the  Debre  Berhan Wool 
Factory S.A., which would result  in  improving  the efficiency of 
its operations. 

The present management is  capable and competent  and have 
made  commendable progress during the past year  to the point where 
the company is on  the verge of making a profit.     The  lack of wor- 
king  capital  is,   however, hampering  the progress of the company. 
The  infusion of sufficient working  capital  can move the company 
into a modestly profitable operation provided most of the nume- 
rous   recommendations contained  in  this report are carried out. 
Capital  investment  for new machinery,  plant expansion or export 
activities  is not   required at   this   time.     The  present  equipment, 
if properly repaired,   is satisfactory for the product  lines.  There 
is equipment  installed which   is  idle but  this  equipment  should be 
ignored for the immediate future. 

The blanket market  is strong and  there are good  indica- 
tions  that it will  continue to be  so for a  long period.     The mana- 
gement should use  the  immediate  future   (18 months)   to implement 
the  recommendations and establish a  record of  profitability.    Confi- 
dence by the Board of Directors in   the future and the viability of 
the Debre Berhan Wool Factory S.C.   is warranted. 
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I. INTRODUCTION. 

The Debre  Berhan Wool  Factory is  a  Government-owned 

textile spinning,   weaving and   finishing mill,   employing  ap- 

proximately 400  persons.     It produces blankets  and 

carpets.     The primary  raw material   is wool/man-made  fibres 

waste. 

Production  began in the  year  1964/65.     The company 

has   incurred losses  annually  although  for  a  short period 

during  1967/68  a  profit was  achieved.     Under  new management 

during  the past   18  months the  company again  reached a break- 

even  or marginal   profit  this  summer   (1974). 

Prior to  the  recent  improvements which have  taken 

place,   it was decided  to have  a  corporate  analysis  conduc- 

ted of  the total  company with  the  aim of   furnishing assistance 

to the company which would improve the efficiency of  its ope- 

rations. 

In greater  detail,  the objectives of  the analysis 

were 

To examine   in  detail   the manufacturing  facilities 

and production methods,   the marketing organization 

and methods,   the financial controls and cost ac- 

counting  and  the management organization,   their 

functions  and their effectiveness. 

To identify  the ways  in which profitability can 

be improved. 

VÍtRNER IHTERHATDOFAf. 
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- To analyse the problems which  confront  the company 
and determine the   inter-relating  effects on  the 

total company operations. 

- To develop a detailed programme of activities which 
can be  applied  in a  practical  manner which will  result 
in  the  financial   improvement of   the operations. 

The  following  report   reveals our   findings,   our conclu- 
sions  and our  recommendations   relating  to  the numerous   items 
which were examined.     The  report albo   includes  the work which 
was  implemented  in  the manufacturing  and  costing during  the 
period of our  stay  in Ethiopia plus  an  outline of procedures 
to  follow to  continue  the  implementation work. 

After conducting our preliminary survey, we decided that, 
in addition to fulfilling our objectives, we could actuallv imple- 
ment, with the co-operation of the company manaqement. some of our 
recommendations. The two areas, Production Standards and Standard 
Costing,were selected because we felt iointlv with manaqement that 
the installation of these two programmes would provide the grea- 

test benefit  to  the company. 
Consequently,   the   implementation of  this work was  initiated and 
outlines of procedures to  follow were drawn up.     Instruction  time 
was  applied to selected personnel so that  the programmes as out- 
lined could be completed  in  due time by  the Debre Berhan Wool 

Factory Personnel. 

There are numerous  recommendations made throughout 
the report accompanied by reasons for our conclusions  and recom- 
mendations.     An  index to these recommendations has also been com- 

piled in the appendix in summary form. 
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3. 

II. EXECUTIVE   SUMMARY. 

1.   Capital   Investment. 

An  estimated capital   investment  of  E.0.   630,000.-   in 

working  capital  is  required to bring  the company  to  its   full 

potential.     This  is  required principally  to  purchase  raw material 

and machinery supplies. 

¿.   Short  range  Plan -   18  months. 

Concentrate  on  blanket  production  and  secondarily on 

carpets.       Do not  invest   in any new production equipment or new 

products.     Work toward the goal of  achieving a solid and conti- 

nuous profit  for a  period of  time before making new basic changes. 

3.   Exports. 

We do not recommend any investment be made during the next 

18 months to develop exports.  If requests are received at profita- 

ble prices,they should be considered-  Exports should never exceed 

3% of productive capacity to one client.  Until the company has an 

export marketing organisation, exports should not exceed 5%. 

4. Manufacturing Division. 

a) Uniformity of Equipment. 

With the exception of carding and spinning, the equip- 

ment is reasonably uniform and is considered suitable for the pro- 

ducts made. 
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4. 

b) Maintenance. 

The quality of maintenance in general is poor.  No pre- 

ventive maintenance is in existence. 

c) Utilisation of Equipment. 

The following equipment is idle : 

raw wool scouring range (scouring section), 

Hacoba pirn winding equipment, 

10-Lenz looms, 

2 inspection perchs, 

milling machine, 

two blade shearing machine, 

rotary press, 

Montfort semi-decatising machine, 

rolling stand. 

d) Balance of production and imbalance of equipment. 

There is an imbalance of production between the spin- 

ning and weaving.  The carding and spinning run three shifts, the 

blanket weaving runs two shifts.  The remainder of the equipment 

in finishing is reasonably well balanced on a two shift basis with 

the weaving. 

We do not recommend the purchase of additional pro- 

cessing equipment at the present time. 
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e) Obsolescence. 

None of the equipment can be considered as being obso- 

lete.  We do not recommend that any of the equipment be scrapped 

as obsolete.  Even the equipment which is idle may, in future, 

have some use. 

The only machine that appears to have no value whatsoever 

for the future of the mill are portions of the wool scouring machine 

and even here the first part of the machine the hopper is planned 

to be used in the blending process.  The latter part of the machine, 

the dryer, is presently being used to dry the dyed raw material. 

The only part of the machine which is not being used is the scourin 

area.  We see no advantage in dismantling and scrapping this machino 

at the present time.  It has virtually no commercial value in the 

country and none abroad. 

f) Spare-parts and supplies. 

The number of spare-parts on hand are in general insuf- 

ficient.  In some instances the lack of  supplies  is adversely 

affecting production.  This applies to carding, spinning, weaving 

and carpet weaving. 

g) Production programme. 

The production programme must be handled by factory 

management.  This is being done presently on a day to day basis 

due to the low raw material inventory position.  This should be 

done on a weekly basis but can only be done when there is suffi- 

cient raw material supply to plan for this period of time.  The 

manner in which the planning is done is satisfactory. 

NÍfeRNER INTERNAnOMAI. 
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h)   Raw material. 

The primary  raw material as  mentioned,   is  in  very  short 

supply.     It must  be  recognised that  for this  type of work the  raw 
material  is  extremely varied and cannot be otherwise.     It  is  neces- 
sary   for a good   running mill  to have  a   large stock of  raw material 
from which  to draw in order  to maintain  a  steady   flow of material 

and  as consistent a blend  as possible. 

The United Kingdom is  the best  source of  supply  for  this 

type of  raw material.     However,  we  recommend  that  at   least   15%  be 
purchased from Belgium,   because of  the  constant  threat of  strikes 

and   late delivery  from the  U.K. 

Dyestuffs  and  raw materials.       The stock     of dyestuffs 
is  intolerably  low.     It is  impossible  to operate efficiently with 

such   limitations. It  is  recommended that a year's  supply of 

these  basic materials  be  kept   in  stock. 

ij   Raw material  Store. 

Some  of the area which should be used  for  raw material 

store  is being   used  for  spare-parts,   chemicals  and old waste.     All 
of  this should  be  removed  to other   locations.     Plans  have been 

made to do so. 

k)   Pulling. 

This  process   is  operating   reasonably well.     The machines 

must however be maintained with more  care  and greater  frequency. 
When   the main  machine  in   this  department   is  stopped,   the  conse- 

quences  for the mill are drastic. 

NÍtRN ER INTKRN/TIOMAL 
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7. 

Im) Blending. 

There is insufficient blending bin capacity.  Plans 

have been made to construct additional blending bins.  There is 

no buffer stock between the blending and carding.  We concur that 

six additional bins behind the cards would be very advantageous. 

The hopper-feeder already mentioned is planned to be 

installed as a feeder to the blending machines.  This is a good 

plan and should be carried out. 

n) Carding. 

The carding machines have been given a great deal of 

attention by the present factory management.  This process is 

not only the bottle-neck of the mill, it is also very vulnerable- 

In spite of the tremendous attention which has been given to these 

machines, they still are in rather poor shape due to the fact that 

there are many replacement parts which are not in stock.  These 

machines need to be completely overhauled and repaired where ne- 

cessary with new parts.  An estimate of E.$.   100,000.- during a 

two year period is required. 

Calculations show that when the machines are properly 

maintained and properly supervised»    an efficiency of 71% can 

be achieved. 

The production for August '74, which was the highest 

production in recent years, was about 20% below this figure. 

It has been agreed that it is possible before the re- 

placement parts are received , to reach 10% below the 71% figure, 

i.e. 63.9%, which would give 21.343 kg per week of Nm. 1.5, in 

quality 1800. 

VÍÍRNERIHTWHATIIOMAL 
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op)   Carding/Spinning  Balance. 

The  spinning machinery is not  in exact balance with the 
carding.     One  side  of one of  the  spinning machines balances one 

of the cards. 

Improved material handling at  doffing and more  condenser 
bobbins  and  spinning bobbinsare  required   to bring the efficiency 

of  this  operation   up to an acceptable  level. 

Considerable time was  spent  in   the carding  and  spinning 
processes and many  calculations were made   since this   is   the crucial 

point of  the   mill's potential   productivity. 

It is essential that the maximum amount of production 
be put through the carding process. The spinning process has a 
slight  excess  in capacity to the carding. 

q)   Cop    winding. 

These machines are in need of maintenance. The capacity 

is adequate on a two-shift basis. Improvement can be made in some 

instances by reduction of speed. 

r) Cotton twisting. 

This department should be the least troublesome in the 

mill. However, it is a bottle-neck process and attention to the 

working method must be given. 

The efficiency can be definitely improved.  Because this is a 

simple process, very little supervisory attention has been given 

to it and sometimes the poorest workers have been placed on this 

machine. 

S(/t RN ER INTIRNAnOHAL 
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s)   Warping. 

These machines  also   require maintenance.     The machine 

only  runs one  shift and has ample capacity. 

t)   Weaving. 

The blanket  looms are old but satisfactory  for the work 
required.     Maintenance could be  improved.     The  most  important pro- 
ductivity items are  that additional   shuttles  are  required,   the 
supply of weft  is   not well organised,   and   the warps  are p'-or. 

u)   Nappage.   (Mending)^  

A completely  new method of  inspection   is being planned 

in the Nappage Department.     We concur with  this   new method.     The 
mending of single warp yarn will be  eliminated.     This will   reduce 
the number of workers.     The quality of the  fabric will not  be 

reduced. 

v)   Finishing. 

The scouring,   suction,   dyeing, hydro-extracting, thermo-fixation. 

raising,   tentering  are  all  running   reasonably  well.     There   is ex- 
cess  capacity at  each process.     These machines   are generally mainte- 
nanced at break-down only and  they  are  in  reasonably good  condition 
with  the exception of  the raising machine which  requires  constant 

attention  and maintenance of   the wire clothing. 

w)   Making-up. 

The making-up department  is almost  all handwork.     In 
the area of sewing we  recommend that an additional  sewing machine 
be purchased so that corner making,which  is presently done by hand, 

VÍfeftNER INTIRNAnOKAL 
MANAGEMENT CONSULTANTS 



10. 

can be  done  by machine.      The   result will   be an   improvement   in 

quality and   lower costs. 
x)   Carpet making. 

The  productivity  is  very  low due  to only one shuttle 
being  used  and the  use  of poor quality cotton binder yarn. 
Most  of  the   loom   stops   resulted  from yarn   breaks   in   the  cotton 

yarn. 

Wc   recommend   that  the highest quality yarn  available 
be purchased.     This would  increase  the productivity  and  lower 
the cost of   the manufacture of carpets. 

y)   Woollen cloth making. 

The Lenz   looms  and   some     finishing  equipment are   idle. 
There  are  future  possibilities  for  this  equipment via  the   purchase 
of yarns.     However,  we  do not  recommend  any action be  taken  for 
the next 18  months  until  the  company has  been  able  to  digest all 
of the  recommendations   and changes which  can be made. 

Acrylic  type  dress  and drapery   fabrics can  easily be 

produced on   these  looms. 

z)   Work-shop. 

The work-shop  is  equal  in  importance  to any other 
section of   the mill.     It  is  essential that Debre Berhan Wool 
Factory have  a good work-shop.    Two new  expensive machines  esti- 
mated at  E.g 40.000   to   E.g.   45.0O0 each  are  required.     These are 

a lathe and a milling machine. 

Two additional well qualified men are required   in the 

work-shop for maintenance and machine making. 

>P0feHNIR INTIRNÄinOHAL 
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aa)   Supervisory Training. 

Operator  and  supervisory  traininq  is  required throughout 

the  entire mill.     However,   supervisory  training has  a  priority 
and must precede  any  system of  training  of  the workers.     The super- 
visory  personnel  seem to    have good mechanical  and technical 
background,   but they  lack the  training  and  tradition of  supervision 
They  are not  fully  aware of their duties   and responsibilities. 

bb)   Organisation Structure. 

The changes which are proposed   relate to 

the  separation of  the Material Preparation Mill  from 

the Spinning Mill, 

the  transfering  of  the Napping   (mending   )       Section   from  the 
Finishing Department   to the Weaving  Department, 

the   transfering  of  the Raw Material   Stores Section   from  the 

Administration  to the Manufacturing. 

5.  Standards Department. 

It has  been  strongly recommended that a Standards 
Department be established in  the mill.      In the chapter entitled 
"Standards Department"   an outline of  the   functions of  this depart- 
ment   is given.     These  cover the establishment of standards   in  : 

processing, 
raw material, 
waste, 
maintenance, 

labour unit cost, 

productivity. 
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Details  of  the work  involved   in   the Standards 

Department  are  included   in a  form which  can be utilized  as 
a work programme  for  installation for  the  Standards Depart- 

ment. 

6.   Marketing  Division. 

a)   General  Background. 

Debre  Berhan Wool Factory markets the  following   products 

all of which are  sold   in Ethiopia   : 

- Blankets  -   raised wool   type manufactured   from 

long   fibre waste material, 
- Carpeting  -  woven - pile yarn manufactured  from 

long   fibre   , 
- Handicraft  yarns -  from  local woollen selected   fibres. 

Until  a  year  ago the products were not selling  well. 
Today all of  the  blanket  inventory  has been sold and   the  blanket 
market is firm,   absorbing all of the present production of  Debre 

Berhan. 

There  is  still a large inventory of carpeting  in  various 

widths and piece   lengths.    The carpeting market,  however,   is in 

reality in  the embryo  stage. 

The handicraft yarn market  is  very strong.     The  produc- 
tion  limitation   is  related only to   the  raw material   supply  which 

is very small. 

The company markets its own carpets through  its  own 

sales organisation. 

VÍtRNER iwniw,.«ii[C'i'Ar. 
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The marketing of blankets  is done  through a distribu- 

tion company called Ethiopian Distribution Company 'EDISCO". 

b) Organisation Structure. 

It  is  recommended  that  Debre Berhan Wool Factory market 

their own blankets  via the Company  Sales Division.     It  is our opi- 

nion that it  is better to own  a  market  than  to own a mill,   and if 

you do own a mill  then it  is  essential  that  you control  your  own 

market. 

c) Blankets. 

The market being  strong  absorbs  all of  the present  pro- 

duction.    Due  to the bright colours and designs  in the  latest range 

of blankets,   Debre  Berhan Wool   Factory has  moved   from  a position  in 

which  it  trailed behind  its  competitors to one where  it has  become 

the leader. 

Although Edisco were  not selling blankets too well  up to 

a year ago,  because of a wage   incentive which was  inspired by the 

Debre Berhan Wool  Factory management,   the branch managers of 

Edisco have managed to sell  all  of  the inventory of the previously 

unwanted goods. 

Edisco have 19 distribution depots of which Addis Ababa 

.ells more than 65%, Asmara more than 12%, Dire Dawa more than 5% 

and Nazareth  almost 4%. 

The  range of the blankets has been reduced by elimina- 

ting some of  the non profitable articles. 

MANAdEMFNT CONSULTANT«! 
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There are  4 other companies  producing blankets.     Only one 

of  these produces a similar type of blanket  to Debre Berhan.     This 
company,   Lazaridis,   is producing about the  same  number as Debre 
Berhan Wool Factory at the moment.     The quality  of  the Lazaridis 

blankets   is somewhat  inferior. 

All  of the other blankets  are made of  cotton waste   in 
various   forms.     Debre Berhan Wool  Factory are  the most expensive 

blankets  on the market and the best. 

From all   indications,   Debre Berhan Wool  Factory could 
sell all  of the 300,000 blankets which could possibly be produced 

out of  the present capacity. 

The   imports of blankets have declined mainly because of 

the sharp increase  in  import tariffs   in   1971-72. 

The consumption of blankets  is over  1,100,000 per annum. 

There  is  a constant   increase  in   the  Gross National 
Product  and  in  the population.     The  consequence  of  this  is  that 
there  is  an  estimated increase   in  textile  consumption of  4%  per 
year.     It is  our opinion  that  it will be higher  than this  figure 
and consequently there appears   to be  a very  good continued    poten- 
tial growth  in  the Debre Berhan Wool  Factory  type of blankets. 
Moreover,   since this is a higher quality blanket,   than the cotton 
blanket,   its  potential  for growth  is greater  than the other types. 

»ÍÍ RN ER 1P1TKRÍ lATtCE •'AF. 
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d) Recommendations. 

i)   We repeat that we recommend that Debre Berhan Wool 

Factory market their own blankets. 

ii)   We recommend a minimum of two designs and a maximum 

of 4 to be introduced per annum. 

ili)  A system of market reporting should be instituted 

so that management is kept informed of all sales activity and mar- 

ket conditions.  This is essential when marketing your own blankets. 

Presentation of the products could be improved.  It does not seem 

to be a problem at the present time but is an area where sales can 

be maintained when the market-conditons become more competitive. 

iv)  Long range planning.  When the mill has reached 

its maximum capacity of around 300.000 blankets a year and the 

company is operating at a healthy profit, expansion should be con- 

sidered in the form of additional carding and spinning in order 

to balance the weaving capacity. 

For very long range planning we recommend that a 

needle punch machine be considered.  This will produce a more 

fluffy but warmer blanket.  It will be necessary to make extensive 

tests before purchasing such equipment. 

e) Carpets. 

There are two  types of carpets made.     One has a  4  mm. 

pile,   the other is 6 mm.,  which is  then cut. 

The present selling policy is  to manufacture on 

speculation. 

MANAHFMFMT rPN".i IITAMT', 



16 

The type of carpeting produce^ is primarily for the con- 

tract sector.  It has very little appeal for the domestic market. 

The pricing policy is based on 25.E.#.per sq.m. for the 

4 mm. loop pile and 35. E.g.per sq.m. for the 6 mm. cut pile.  This 

price remains regardless of how the roll of carpeting is cut.  The 

result has been a large inventory of cut pieces which are very dif- 

ficult to market.  In the year ending August '74 production was al- 

most twice the quantity of sales. 

7. Management/Cost Accounting. 

a) Organisation. 

Only a minor change relating to the raw material store 

is recommended.  This should be placed under the Factory Management. 

b) Effectiveness of Management. 

The  improvements which  have  taken place  during  the  last 
year clearly manifest  the ability and effectiveness of  the current 
management.     The present  team of  the General  Manager  and Factory 
Manager is unusually well balanced,   competent and progressive. 

c) Management Reports. 

The General Manager receives a number of very useful 

reports relating to : 

sales 

production 

raw material 

cash on hand 

personnel 

transport 

overdue accounts. 

MARNER IMTKRM.ÍJICtíAI. 
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d) Recommended changea  to Management Reports. 

Sales  Reports - Additional  comparisons. 

Overdue account  report   - Broken down by  age of 
deliquency. 

Cost  Distribution Report - This  report   should be greatly 

condensed. 

Product cost Report - Recommend that this report be re- 

placed by a new standard cost 

report. 

e) Recommended new Management Reports. 

i)   Raw material  graphs. 
The raw material report   in  graph  form be  drawn  up. 
As  per   the  illustration   in  this  report. 

ii)  Waste report. 
A waste   report be  instituted as  per   the  form  illustra- 
ted in  this  report. 

iii)   Production Reconciliation  report. 
A  reconciliation report  similar to  the one  illustra- 
ted in   this   report  be put   into operation. 

iv)   Budget   controls. 
Budget  controls do not at present exist because  there 
is  no  standard costing which has been  set  up.     When 
standard costing come  into being  it   is essential   that 
budgets  be established. 

V&RNER 
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f)  Administration Reports  and Records. 

i)  There  are  numerous  reports   in  the mills  and between 
the mills and administration.     Nearly all  of  these adequately  serve 
their purpose.     In   general the reports  and  records  are good.     The 

most  Important are  as   follows   : 

payroll 
production 
input to process 
waste 
finished goods 

inventory record of supplies 

finished goods record of inventory 

raw material inventory 

consignment delivery notes 

credit invoices and cash invoices 

personnel 

(The personnel reports  and records are  singled out  for commenda- 

tion.     Some of them are excellent) . 

ii)  Recommendations. 

- Payroll  -  salaries and production report. 

It is  recommended that all production and payroll  reports 
be established on  a  two week basis   instead of monthly and semi- 
monthly.    All staff  employees also should be paid every two weeks. 

- Supply   records. 

Perpetual   inventories are maintained of each item in 
stock.    However,  minimum quantities are not marked on the record. 
It is recommended  that a person be assigned the task of examining 
each type of supply  item,  review the historical volume and estimate 

the  required minimum. 

VÍfeRNER iNTwrnnrioMAL 
MANÍREMFNI CONS' IUAN1S 



19 

Such a programme would require the attention of one man for a 

period of approximately six months. 

g) Financial Analysis. 

i) A reputable accounting firm audits the books.  Conse- 

quently, the records are in proper order. 

The company has consistently lost money on an annual 

basis since its conception.  However, during the year July 1st 

1967 - June 30th 1968, the company did reach either a break-even 

point or a modest profit for a few months. 

ii) Working capital. 

The company clearly lacks working capital. Main 

capital requirements are raw material, dyestuffs and replacement 

parts for the equipment. 

iii) Overdraft interest rate. 

The overdraft has been reduced from about 

E.$. 2,000,000down to less than E.g. 1,000,000.- during the past 

14 months.  Nevertheless, at 9,5% interest, this is a very one- 

rous financial burden for the company to bear. 

iv) Inventory levels. 

The inventory level of finished goods in carpets 

is too high.  Inventory level of blankets is phenomenally low. 

VÍÍ RN6RINTWNÄT10HAI. 
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v)   Primary  raw material. 

Primary  raw material  is too low.     The actual  inventory 
of raw material   is  not  sufficient   for  the  type of operation   in which 
Debre  Berhan Wool  Factory is   involved.     This  type of  production  re- 
quires  a blend of  many  types  of waste  raw material.     In order  to 
achieve  the  proper blend the  raw material must be carefully  selected 
It is  very easy  to have an adequate  supply of one  type and an   in- 
sufficient  supply of  a balancing  type.     We  recommend  that a  minimum 
of five months supply  is maintained.     At  present,   the volume   is 
approximately three months. 

vi)  Dyestuffs. 

The market demand for coloured goods requires that 

the mill  has many dyestuff colours on hand. 

We recommend that a full year's usagebe retained in 

stock at all times. 

vii)  Replacment parts. 

The replacement parts in the plant on the operating 

machinery is much too low.  Items which are in daily use and re- 

placements such as bobbins, shuttles, spools are much too low. 

This leads to inefficiency, waste of time in trying to obtain the 

parts from the stores and costly running conditions. 

h) Purchasing. 

The method and control of purchasing is quite good. 

The follow-up on raw material on order and in transit is excel- 

lent. 

Recommendation - There are two clerical staff members 

maintaining the records relating to purchasing, one for domestic 

purchases, one for foreign purchases. The total work could be 

done by one person. 

VÍtRNER iNTntNAnoMAL 
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ij)   Break-even point  and profit potential calculations. 

A series of calculations were made to determine if the 

company could be profitable or   reach a break-even point.     The  result 

of these calculations  showed  that  the current  volume  at  the current 

selling prices would  produce a  profit picture. 
Furthermore,   a break-even point could be  reached at  approximately 

18,500 blankets of quality  1805  per month. 

The capacity of  the  mill at  its  first target would be  20970. 

Attached   is  a graph   illustrating  the break-even point 

and potential profit. 
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h) Analysis of cost System. 

Prior to the fall of 1973 there was no proper cost 

system established whatsoever.  Since that period a historical 

cost system has been installed which is most commendable.  The 

system however is very detailed.  It is recommended that this 

system be replaced by a more simple standard cost system which 

is outlined in the chapter on Standard Cost System. 

lm) Relationship of costs to prices. 

It is recommended that the Standard Cost System, as 

illustrated in the chapter on.Standard Cost System, be used to 

establish product costs. 

n) Analysis of premium payment system. 

The present set up, where some of the workers are receiving 

higher wages than others on the same work is, inherited. 

The new system has replaced a very loose and unorqa- 

nised method. 

We do not recommend any quick moves regarding the 

change of incentives or the alteration of the pay rates.  We re- 

commend that a very simple approach be taken to the wage incentive 

system.  We suggest that approximately 65% of the production tar- 

get which is expected from the employee be used as a base pay. 

Over the base pay an incentive wage would then be applied.  New 

employees would come under the 65% base pay system.  Old employees 

would initially remain at their present actual base pay. 
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8. Standard Coat System. 

a) Present Cost System. 

The present cost system is very detailed and based on 

historical data.  This system, however, is a vast improvement over 

the records which existed a year ago. 

b) Recommendation. 

A Standard Cost System  is   recommended which would be 

based  on  the standard data which  is being  established by  the 

Standards Department. 

c) Production Standards. 

Production standards  are  based on  the bottle-neck pro- 

cess  of carding.     The calculations  of the  other processes  are 

placed  in balance with  the carding. 

d) Labour  Standards. 

This figure has been established and is used for coating 

purposes.  The labour complement can definitely be reduced via 

training and improved management controls. 

e) Waste  Standards. 

Temporary waste standards have been  established. 

f)   Construction Sheets,  Cloth,   Blankets, and Carpets. 

These vital  calculations  have now been made on   1805 and 

on 4 mm.   carpets.     The company personnel  are now able to calculate 
the remaining styles. 

VÍtRNER IMTSRNATIOWAL 
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g)   Cost Centres, 

Only   five cost centres  will  be calculated on the 

cost distribution  sheet. 

Material Preparation Mill 
Spinning Mill 
Weaving Mill 
Finishing Plant 
Carpet Mill. 

h)   Cost Calculation Sheets. 

A complete  set of  calculations has been  compiled  for 
one  quality.     The Financial  Manager assisted   in the  compilation of 
this data and can complete  the work for additional   styles. 

ij)   Product Cost Calculations. 

The product  cost   formats   for  spinning,  weaving, 
finishing,  blanket making and carpet manufacturing have been 

drawn up. 

k)  Cost Distribution Sheets. 

Recommendations have been made for a reduction  in the 

amount of work  required to compile this report.     It will be 

greatly condensed. 
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II1«   DETAILED ANALYSIS OF THE MANUFACTURING DIVISION. 

A thorough analysis of the entire manufacturing division 

was made.  In the following sections each process is analysed. 

In some instances detailed production calculations are included 

in order to clarify particular points and to identify the areas 

to which attention should be given.  Recommendations accompany 

each process. 

Reference is made to the important items in each section 

where they apply, such as "utilisation of Equipment, "Balance of 

Production". 

Consequently, the following remarks relating to general 

topics are sometimes elaborated upon in the separate sections 

on each process. 

1. Uniformity of Equipment. 

As with most textile mills, there are many processes where 

there are only one or two machines, and consequently, uniformity 

of equipment is not a particular problem. 

a) Weaving. 

This area has the greatest number of machines.  There is a 

reasonable uniformity of equipment.  In this department there 

are three types of looms suitable for blanket weaving, and only 

one type which was purchased specifically for apparel cloth. The 

distribution of looms is reasonably good. 

Loom Type. Width. Number. 

Schönherr - dobby 4x4 200 cm 29 

Snoeck   - dobby 4x4 200 cm 6 

Lainière de Sclessin - 
jacquard 4x4      250 cm 6 

Lenz     - dobby 4x1 180 cm 6 

Lenz     - dobby 4x1        180 cm auto 4 
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The present equipment is suitable for the type of goods being 

produced. 

b) The cop-winding equipment was selected to service the looms 

and consequently there are two different types of cop-winders. 

This is quite proper and they are suitable for the purpose. 

c) Carding and Spinning. 

There is a lack of uniformity in the carding and spinning 

equipment.  Furthermore, there is an imbalance between the car- 

ding and spinning processes.  The three cards are each different 

from the other and the three spinning frames are different. One 

side of one frame is in balance with one of the cards. The remain- 

der of the cards and spinning do not balance properly.  However, the 

machines cannot be made more uniform without a significant invest- 

ment in modifications and such action is not recommended. Modifi- 

cations to the cards are recommended but this is only on a basis 

of re-conditioning and overhaul. 

d) Other processes. 

With the exception of minor alterations which are itemised in 

the sections on each process, no recommendations are made for 

expenditures which would result in more uniform equipment. 

2. Maintenance. 

! 

The quality of maintenance is not uniform throughout 

the mills.  In general it is poor.  Furthermore, there is no pre- 

ventive maintenance programme in operation in any department. 

Much of the major maintenance is left up to the work-shop person- 

nel.  All major replacement and repair jobs are done by the 

work-shop personnel.  There is a definite lack of proper equipment 

in the work-shop which adversely effects the quality of the 
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maintenance being done.  The chapter in this report on work-shop 

provides a more elaborate review of this problem. 

There is no preventive maintenance programne for the work- 

shop to check any machinery.  There are no written instructions. 

The electrical shop does the checking of the electrical installa- 

tions and the oiling of motors on their own.  They have no checking 

schedule. 

The production departments have no order books to order 

the services of the mechanical shop. 

There are differences in the mill between the various de- 

partments : 

a) The carding spinning sector. 

The major effort in the mill should be put into this department - 

particularly to the cards. 

According to the spare-parts store records, very little was 

done during the last 3-4 years. 

Waiting until a breakdown occurred and then making a repair has 

become too much a way of life in the department. 

The spare-part catalogues and the drawinas of the cards were alwavs 

keDt in the Factorv Office. 

The General Foreman cannot read the drawinas and catalooues because 

they are in French. (Machinery made in Belgium and in Fran e). 

b) Weaving. 

Maintenance of the warping machine was neglected. 

The looms were taken care of by the floor management. The Wea- 

ving General Foreman follows the conditions of the looms and writes 

up lists of spares and accessories to be ordered. 

»Í^RNER irrrewwncFW.. 
MANAGEMENT CONSULTANTS 



29 

The maintenance   in  the weaving  is at  present  not  so critical 

because the  department  has extra capacity  compared  to  the spinning. 

There  are presently always   spare  looms available.   If a 

machine breaks down,   the operator is  transferred  to another machine 

and no man-time or  production   is  lost. 

One  loom represents only  2,4* of  the  capacity  in weaving but, 

because there  is spare capacity,   a breakdown of  1   loom does  not 

mean a loss   in production of  2.4%. 

In  the  carding  a  break-down  stops one  third of  the production. 

In  this case,   all  the  kilos are   lost  because there  is  no spare 

capacity and  the department  is  working  on   three  shifts. 

c) Finishing. 
There is no maintenance programme in the department. 

d) Other Equipment. 
Maintenance of  other equipment varies.  Cop-winding  and 

other preparatory equipment is  not well-maintained.   In almost 

every area,   the maintenance is  done when  the machine breaks- 

down and  is  never maintained on  a routine basis to prevent 

break-down. 

e) Preventive Maintenance  Programme. 

Such a  programme  is  strongly advocated. 

3)  Utilisation of  Equipment. 

Incomplete utilisation of  equipment  is brought about in 

two ways   : 
a) equipment which is idle  due  to lack of orders or not 

necessary for the current products, 

b) imbalance of machinery. 
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Idle equipment 

the mills. 

there is idle equipment in various parts of 

Type of Equipment. 

Raw wool scouring range. 

Lenz looms. 

Remarks. 

This equipment as a full range is not 

suitable to the current or foreseeable 

future production of the mill. However, 

the Hopper is planned to be used to 

provide an improved feed to the Blending 

Process.  We endorse this plan. 

The dryer section is being used to dry 

the raw material which is being dyed. 

As an even higher percentage of mate- 

rial is planned for dyeing in the fu- 

ture, this drying capacity becomes more 

and more important.  Certainly, to pur- 

chase a dryer for this purpose, when 

the scouring range exists, is not wise. 

The fact that there is a portion of 

the machine which is idle does not war- 

rant dismantling it.  It is very unli- 

kely that such a machine could be sold 

in Ethiopia, and it certainly has no 

interesting market value outside the 

country. 

These looms were purchased for the 

manufacture of cloth.  We recommend 

in the marketing section that in a pe- 

riod of 1-1/2 to 2 years that develop- 

ment of acrylic-type cloths be consi- 

dered. Until the management has had 

VHRNIR INTERNATIONAL 
MANAGEMENT COMSl ILTANTS 



31. 

time to absorb and adjust to the 

numerous changes which should be 

made during the next two years, there 

should be no attempt made to utilise 

these looms.  We do not recommend they 

be sold unless a very good price was 

received and the corresponding fini- 

shing equipment was sold as well. 

They do not restrict the flow through 

the mill and the space they occupy is 

not required immediately. 

It is conceivable that a new company 

could be formed for the purpose of 

producing apparel and other cloths 

and these looms could form the nu- 

cleus of such an organisation. 

Finishing Equipment. 

Inspection perch. 

Rope scouring machine. 

Milling machine. 

Tentering frame. 

2-Blade shearing 

machine. 

Rotary Press. 

Montfort semi- 

decatising machine. 

Rolling stand. 

These machines were purchased pri- 

marily for cloth finishing.  There is 

no current demand for these machines 

in the country and the external re- 

sale value is very low.  There is no 

advantage in dismantling this equip- 

ment. The space is not needed and 

there may be future opportunities when 

such equipment could be used. 
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Much of the idle equipment is almost completely written- 

off.  Its value is relatively low, and in most cases nil.  We re- 

cognise that it is a wise fiscal policy to try to utilise all the 

equipment wherever possible. However, only if such utilisation is 

profitable. For the next twelve months, the management of the 

Debré Berhan Wool Factory will be fully occupied with other 

problems of much greater importance than the idlr equipment. 

Consequently, for this period of time we recommend that manage- 

ment ignore the annoying existence of idle machinery. 

4. Balance of Production. 

This important factor is directly related to the Imbalance 

of Equipment.  Maintaining a proper balance of production through- 

out a textile mill is a constant struggle.  The numerous changes 

which can take place all tend to upset the balance of production 

even in the most scientifically planned mills. The present balance 

of production is three shifts in carding and spinning, and two 

shifts in cop -winding and weaving.  Clearly, the looms could absorb 

the production of another card and spinning frame, which is our re- 

commendation for the first stage of expansion. 

Most of the finishing equipment has excess capacity which can also 

easily absorb the production of another card.  However, there is a 

potential bottle-neck in washing equipment.  Further expansion in 

washing will demand additional equipment.  At the moment there is 

no necessity to contemplate such additional equipment. 

The balance of production and utilisation of equipment is cal- 

culated at almost each process in this report and shown in detail in 

the individual process section. 

We do not recommend the purchase of additional processing 

equipment at the presen time. We do recommend that an additional 

sewing machine be purchased to supplement the present machines. 
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5. Obsolescence. 

None of  the equipment which  is being   utilised can be 

considered as obsolete under the present production programme.     A 

machine is obsolete only when  it  fails  to perform satisfactorily, 

does not  give  the  required quality,   or becomes   so costly to operate 

that  it can be  replaced with a   less costly machine.     None of  the 

equipment   utilised   falls  under  this  category. 

The idle equipment is obsolete only because there is no 

demand for its usage. The machines are quite suitable for cer- 

tain products. 

The only machine that could be considered for scrap is 

the washer section of  the  scouring  range.     We  see no advantage  in 

spending money on such an exercise when neither  the scrap has any 

real  value nor  the floor space  required  for  anyother purpose. 

6.   Spare-Parts *  Supplies. 

The number of spare-parts on  hand  are   in general   insuf- 

ficient.     It is  recommended that  the mill  purchases the following 

items as  soon as possible   : 

- 120 shuttles,   cost approx.   E.$.   2,400.- 

- Spinning frame bobbins  for frames   1,2 A  and   2  B. At      least 

50% are damaged.     Optimum size packages  cannot be made and as 

a result the efficiency  in spinning and cop-making is reduced. 

Total  number  of bobbins  required   : 

344  in  frames, 

2,000 night  shift reserve   (spinning  3  shifts,  cops  2 shifts) 

344 empties  for doff. 

2,688 

•  50% extra » 4,000 

Half of this   quantity -  2,000 -  needs  renewing  during the next  two 

years at an estimated cost of E.0.   8,000.- 
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Recorders   for cards,   at an  estimated cost  of  E.g. 1,000.- 

All 3 cards should have counters that record the machine stopped 
time and  the running  time. 
The  incentive scheme  for the carding department can be based on 
the counter readings. 

Pick counters  for Schönherr  at an estimated  cost of E.g.  4,000.- 

20 counters are broken and there are no spares available. Second 
hand counters can be  used. 

Condenser bobbins   for  the  cards. 

Card clothing belts, chains, bearings are required for all three 
cards. Estimated cost for overhauling all three cards = approx. 
E.g.    100.000.— 
It is recommended that the minimum stock  level   for spare parts 
be one year <s  requirements. 

Action to be taken. 

a. For all  items check the consumption per  year, 
b. This  figure will   represent  the"order point", 
c. write  the order points  in  the cards, 
d. Have the store keeper report all order points  reached. 

Spare-parts store. 

The  spare-parts store  is  in good order and   the  records are 
well kept. 
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7. Production Programme. . 

Any  production programme is  effected by   the market  de- 
mand,   the  type of  goods   produced,   the delivery  promises and  the 
variety of  products.     In   the  Debre  Berhan  Wool   Factory a very 
desirable yet difficult   situation exists.     All   of the blankets 
are produced on speculation.     Consequently,   there is  no requi- 
rement  to co-ordinate  the production with   the   sales.    The  produc- 
tion programme becomes  one which the marketing   feel can be  sold. 
Specific production orders are not  sent   to  the  mill.     The  produc- 
tion plan   is   reviewed periodically by  the  General Manager  and  the 
Factory       Manager and production continues  as   capacity permits. 
The exceptions are  specific  orders   for  the military. 

Furthermore,   it   is not possible,   even   in  the production 
planning to  decide  in  advance  upon     the  colours.    The volume of 
each colour   is decided   upon  by the  colours available  in the  raw 
stock.     Consequently,   this  normally   important   and difficult work 
is eliminated in Debre   Berhan Wool  Factory. 

The  general overall  plan is   decided  upon periodically  as 
mentioned  above.     The  detailed planning   is  done on a day   to day 
basis  according to what  is available  in   the raw stock and  the 
yarn store.     This planning can be vastly   improved by having  a 
larger raw stock  from which  to select material.    At present 
the    Factory    Manager  is obliged to  spend  a considerable  part 
of each day occupied in  this  task.     The   job could be reduced 
to a  couple  of hours once per week with   an adequate  supply of 
raw stock. 
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It  is necessary  for  the planning  to be done  by the  factory 

management of  the mill on a  daily or weekly basis.      We recommend 

however,   that  the Assistant  Factory      Manager be  trained  in this 

task.     This work  requires a  considerable degree  of   experience and 

this can only be   transmitted over  a period of   time. 

8. Raw Material. 

a) Primary raw material. 

Frequent   references  are made to   raw material   in this report. 

The  reason  is  that  the raw material  in   the Debré  Berhan Wool Fac- 

tory  type of blanket mill  is of much more relative   importance  than 

most mills.     The  variety of  the  raw material   is  almost  infinite. 

The  combination  of  raw materials   varies  even  under   the best of 

supply materials. Maintaining  as    constant   a  blend of 

materials  as possible becomes very  important. Running condi- 

tions  throughout  the mill are affected  by the  blend.     There is 

nothing which  can  affect a mill  so adversely  as   improper blending. 

Consequently,  we  strongly advocate a  larger  stock   of  raw material 

in  order to maintain   as consistent  a blend as  possible. 

The present source    of raw material,   the United Kingdom,   is » 

to our knowledge,the  best.     However,   it  should be   recognised that 

the   labour unrest  in shipping  and  transport  in   the UK can create 

great difficulties  for Debre Berhan Wool  Facotry   if   all  the raw 

material  is being supplied from that source.     We  therefore,  recom- 

mend  that Belgian  sources be developed  and that approximately   15% 

of   the supply be  purchased  from  that country,   even   if  the price   is 

somewhat higher. 

b) Dyestuffe and Chemicals. 

The stock    of dyestuffs is  intolerably  low.      It is impossible 

to operate efficiently with so little dyestuff.       Most of the 

dyestuffs and chemicals are  imported  from Europe. 
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It is recommended that a year's supply of imported 
materials and 4 month's supply of local materials be kept in 
stock. 

Following is  an  estimate of the dyestuffs  and  chemi- 

cals required. 

V0%RNER INTÜRHATTOTAIL 
MANAGEMENT CONSULTANTS 
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9.   Raw Material Storage. 

a).   Present floor space utilisation. 

The  floor space  is poorly  utilised.     50% of the  floor 
space   in  the area originally built as  a raw material store,   is 
occupied as  follows  : 

1. Spare parts store occupies bays   1  and 2   (see attached  floor 
plan). 

2. Old  spare parts occupy bays 8   and 9. 

3. Chemicals occupy bay 10. 

4. Bays   11,   12  and half of   13 are occupied by old waste. 

Recommended action to be  taken. 

Move out old spare parts  store, 
Move out  spare part store, 

-    Move out chemical  store, 
_    Gradually sell or move  the old  waste off  the premises. 

New  locations for the above stores were discussed with 
the management. 

Management have a feasible  plan  to employ the shower 
rooms   and other facilities which  have never been utilised  for 
the  spare parts and supply stores. 

The  raw material storage   capacity per bay is ca.   40.000 kg 
The actual storage capacity can be calculated as 50% of  the  total 
since  new material cannot be stored until the old lot is  used. 
Consequently,   the additional new storage  capacity   (0.5 x7.5   bays x 
40.000 kg - 150.000 kg which is  sufficient for the increased  raw 
material quantity recommended. 

VÍÍ RNER iNTiRN/nriONAi. 
MANAGEMENT CONSULTANTS 
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10. Pulling, 

a) Present Production. 

The pulling production of August was analysed in detail, 
There are two pulling machines : 

- Autefa (two cylinders) which is used to pull imported 
material, 

- Duesberg/Bosson (one cylinder) which is used to pull 

own yarn waste only (mainly weaving returns) . 

Material 
pulled. Imports. Own 

waste 
% of total 

input. 

Carpet thread 5,408 14.00 
Tricot 9,219 23.90 
Blanket ends 13,137 34.10 
Weaving 

returns 9,003 23.40 
Blanket 
cutting 1,622 4.20 

Nappage 
returns 161 0.40 

Total 27,764 10,786 100.00 

Grand Total 38,5 50 

Percentage 72% 23% 100% 

WERNER mniiHAnoMAL 
MANAGEMENT CONSULTANT«? 
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Kilograms produced in August 1974 38,550 

Machine hours 

- worked 336.4 

- idle 117.7 

- total 454.1 

b)   Productivity. 

Kilograms pulled per machine h our worked 114.6 

The operators  are  transferred to  the cards when the 
pulling machine is idle»  where  they perform  the card stripping opera- 
tion.     This is a good arrangement. 

e)   Recommendation. 

60%   to 80% of  the  raw material needs  pulling.     The 
pulling operation is a key  point in the production  flow.    The 
machine  is relatively simple  to maintain.     The cylinders,  however, 
must be kept  in good condition  since a badly maintained pulling 
machine will damage fibres  and cut them to shorter  lengths.     It 
is recommended that this machine be stopped and maintenanced on 
a routine basis of once every two months. 

VÍtRNER FMYTMMtOHAr., 
M<iN»REMFNT COM<M JLTANT"-. 
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11 Process Flow:    Material  Preparation Mill 
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i. The raw material is packed in bags after pulling. 

ii. The bags are transported to the shaker and the 

blend fed into the shaker manually. 

iii. The first run is : 

- manually to shaker, 

- through shaker to willow (oil and water emulsion 

given here), 

- to bins in the blending. 

iv. The second run is : 

- manually from bin to shaker, 

- through shaker to willow, 

- to bins behind the carding. 

v. The blend size is 2,500 kg (determined by the size 

of the bins). 

The blend size is satisfactory. 

vftRNERi , IHTtltflAneMAL 
MAN»SEMFNT CONPWLTANI^ 
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12.   Blending. 

a)Present Production. 

The blending production of  1st to 28th of August   1974,  was 
analysed  in detail.     The materials blended were as  follows   : 

_—_ __ , 

Material 

r    ' •"•" 

kg. % 

X-bred sorted import 9,075 12.9 

Carpet thread pulled M 6,795 9.6 

Sliver laps, sorted M 11,565 16.4 

Condenser waste M 3,460 4.9 

Weaving returns own 7,931 11.3 

Tricot pulled import 11,903 16.9 

Blanket ends * 12,155 17.4 

Spinning returns own 2,021  I  2.9 

Undercard waste n 3,128  1  4.4 

Blanket cuttings w 1,439 2.0 

Viscose sorted import 966 1.3 

Total 70,438 100.0 

New stock to blends 79.4% 

Own waste 20.6% 

Machine hours worked 499 .4     90% 

Machine hours idle 57 .8     10% 

Total machines hours 5 57.2 

Productivity1 141.0 kg per machine hour worked. 

100% 

V^RNER ÍNTORNATnO*«AL 
MANAGEMENT CONS'Jl TANTS 
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b)   Planned New Process Flow. 

The factory management has two plans to which we agree 

which will  improve the process and obtain   s 

1) a  better carding efficiency, 

2) an improved blend production. 

i.  Additional blend  reserve bins behind the cards. 

The carding operation is the bottle-neck of the entire 

manufacturing process. Operations before and after carding have 

extra capacity. The carding therefore has to be run as effecti- 

vely as possible. 

At present,   there  is no buffer  stock between blending 

and carding.    There are six bins behind  the cards and these bins 

can only hold the  running blends. 

In case of any disturbance in   the pre-carding processes, 

the lack of spare blends causes  idle time in the carding. 

Management plans  to construct an additional  four bins 

with pneumatic  feeding as a  reserve for  the blends to carding. 

Adequate space near the blender is available. 

ii.   Install hopper  feeder. 

The hopper  feeder   from the scouring  range  to be attached 

to the shaker.     In addition,   by improving the present ducts,   the 

second  feeding  from the bins  could be made pneumatic.    The  result 

will be better material handling and improved blending production. 

WERNER .uNmnw'.tfici'Ai. 
MANAfSEN'ENT rONSi It TANTS 
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c)   Capacity. 

The capacity of the blending unit  is  350 to 400 kg/hour. 

As  the material  goes  through  the machine twice,   the resultant  output 
of  the machine  is  only   175  to 200  kg  per hour. 
1 to 1.5 hours daily must be deducted  for beating  the undercard 

waste. 
Actual capacity in 3 shifts : 

22.5 x 175/200 kg * 3,938 - 4,500 kg. 

A safe figure for production planning is 4,000 kg per 

day.  The blending is able to feed the 3 cards even in improved 

carding conditions. 

V0tRNER irfTIRHATIOHAF. 
MANAGEMENT CONSULTANTS 
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13.  Carding. 

a) Machinery. 

fcard I 
No. 

MAKE 

1 | Duesberg * Bosson 

2 Alexander a Antoine 
i 

3 Alexander * Antoine 

No.of 
conden- 
ser bob 
bins. 

e 
12 

14 

10 

5 

1.5 

1.5| 

2.8 

1.5 

20 

18 

15 

20 

Cards  1  and 2 were originally bought  for coarse counts and are 

suitable  for the purpose. 

Card No.   3  is built  for  finer count produce but most of the time 

is used to produce slubbing  for Nm.   1,5.    In this  purpose two ends 

are run on one cake and the actual output is 80 ends only.     In  the 

present circumstances  this  is the best  solution,   but the card is 

really not suitable for this work. 

The cards are badly maintained.     The following items need 

complete overhauling   : 

- card clothing to be changed, 

- feed  lattices need changing, 

- belts need replacing, 
- peraltas    to be put back  in operation.     Repairing has become 

"a way of life  H   in  the carding department.       According to 

the spare part  records,  very little replacement parts were 

used during the last  3-4 years. 
A long  list of  replacement parts  is needed.     The value  is 

estimated at E.0.100,000 during a two year period. 

vftRNER IMmwmONAL 
MANAGEMENT CONSULTANTS 



49. 

b) Present production. 

The carding production from 1st to 12th of August 1974 

was analysed in detail. 

The machine hours were utilised as follows : 

machine hours worked 

machine hours idle 

total machine hours 

576 70.6 % 

240 29.4 % 

816 100.0 % 

Main reasons for idle time were : 

Sub- Reasons. Hours % totals 
% 

1. Blend shortage 62.7] 
2. Condensor bobbins full 2*.6) 11.7 
3. No tubes 2.5) 

94.8 40 

4. Stripping 5.51 
5. Cleaning 40.4 
6. Pack under card waste 5.8 •  10. C 
7. Blend change 13.1 
8. Crinding 16.0 
9. Clean breast cylinder 1.0. 81.6 34 

10. Maintenance 8.0 
11. Machine blocked 1.0 
12. Trouble in transfer roll 2.0 
13. Broken belts 6.5 
14. Adjustment 5.3 ,  7.7 
15. Feed lattice broken 2.5 
16. Adjust stripper 2.0 
17. Change bearer roll bearing 5.5 
18. Repair 24.0 
19. No power 6.2, 

63.0 26 

Grand Total 29.4 239.6 100 

vftERNER FHTlüRINAtrieFAP. 
MAMAfîEMFNT C^NÇl,'! TANTS 
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Divided into  three main groups,   the reasons  for idle 
time  can be expressed as  follows   : 

94.8 hrs 40% 

81.8 hrs 34% 

63.0 hrs 26% 

239.6 hrs 100% 

organisational 
cleaning & maintenance 
mechanical 

Total 

Carding is  the bottle-neck operation  and  the organisational 
idle  time must be reduced to a minimum.     This can be improved by   : 

- better raw material control  - having sufficient  raw material 
in  storage. 

- ordering early  enough to guarantee an even  flow, 
- building spare  bins  to form a buffer stock  as described, 
- having additional condenser bobbins made.     The supply of con- 

denser bobbins   at present   is  quite  inadequate.     If the  spin- 
ning  frames have a break-down  the cards will  be stopped  in 
less than one hour. 

Calculation of number of condenser bobbins  required. 

10O%  output ca.   SO kg per card/hour, 
8  condenser bobbins per doff  =  48  kg, 
Rate of doffinq»i.7 doffs per hour. 

4  hours reserve of condenser bobbins required   : 

4  x 1.7 x 8  »  55 bobbins per machine as buffer stock. 
8  in the card, 

10 in the spinning frame, 

73 per card. 

>JÍÍRNER IMTHWWIWAF. 
MANAGEMENT CONTA 'L'ANTA 
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c)  Present efficiency and productivity. 

The actual carding production was not  previously 

known since  the process does not include weighing the slub- 
bing produced  and the cards have no   recorders. 

The carding production always is higher than the 
spinning production because of recycling of material   from the 

spinning frames  to the hopper  feeder # 

This recycling consists  mainly of the  following   : 

- condenser waste  from condenser bobbins.    The bobbins are 

doffed before they are completely  empty, 

- suction pipe waste.     This is waste  that  is collected to the 

suction pipe from broken down    ends, 

- floor waste and under card rolls. 

Weighings were made in  the spinning mill  to determine the quantity 
of recycled waste.    The weighing results showed that  there was 
approximately  7% waste on the condenser bobbin and  that the weight 
of suction and floor waste was approximately  13%. 

Analysis of production  1st to  12th August'74. 

- 12 blends  fed into carding all Nm.1.5 30,409 
- recycling condenser waste     7% 2,128 
- recycling suction  floorwaste   13% 3,953 

Estimated carding production: 36,490 

VÎÏRNER iwïWH/flnoNAi. 
MANAGEMENT fONIi ll_TANT=; 
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d) Expected carding production. 

Calculations were made to establish the new standard for 
production. During a discussion with management, the following 
»tffndard production  tarensts- for cardinq were established. 

1.-  the ultimate or second  target efficiency of  71%, 

2.-  immediate or  first target  was set  10% below this  figure 

at   : 
0.90 x  71   - 63,9% 

The  first target will be achieved with better control 

and raw material  flow. 

The second target -  71% overall efficiency - will be 
reached after the reconditioning of  the cards.     The calculations for 
the    second target standards  are shown on the  following table. 

The target production  for the first stage will be   : 

21,343 kg/week  in 3  shifts. 

e)   Recommendations. 

Complete re-conditioning and overhaul of the cards. 
A detailed list has been started by  the Factory Manager.     The 
cost  is estimated at E.$.100,000 over a two year period. 

VÍtRNER INTMNAnONAL 
MANAGEMENT CONSULTANTS 
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14. Spinning. 

a) Machinery for blanket weft Nm. 1.5 

Machine No. 1 2A 
 ___________ 

2B 
i        i.. 

No. of spindles 2 x 60 112 112 

No. of spindles in use 96 or 120 112 80 

Ring diameter 150 nun. 130 mm. 130 mm. 

Bobbin length 455 mm. 455 mm. 455 mm. 

Weight of package 0.5 kg. 0.42 kg. 0.42 kg. 

Spinning m/min. 18-20 18-20 18-20 

Slubbing count 1.4-1.45 1.4-1.45 1.4-1.45 

Spinning count 1.5 1.5 1.5 

Draft 3.5-7%. 3.5-7*. 3.5-7%. 

Notes t Card 1 has 96 output units, the spinning frame 

120 spindles. 

Card 2 has 112 output units, the spinning frame 2A 

112 spindles. 

This unit is in balance. 

Card 3 only produces from 80 output units when pro- 

cessing, Nm. 1.5. 

The frame has 112 spindles. 

NÍtRNER iwTitHATioMAr. 
MANAGEMENT CONSULTANTS 
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b) Present Production. 

The Spinning Production from 

in detail. 

Machine hours ¿forked 

Machine hours idle 

1st to 12 th Aun. sas analysed 

590.1 

225.7 

72% 

28% 

Total machine hours        815.8 

The main reasons for idle time : 

100% 

Reason. Hrs. Subtotals.  % 

1. No tubes 

2. No condenser bobbins 

3. Card idle 

4. Waiting blend 

5. Card stripping 

6. Blend change 

7. Cleaning 

8. Tin drum broken 

9. Electrical fault 

10. Oiling 

11. No power 

12. Adjust tension roller 

13. Adjust shaft 

5.5 

19.1 

123.1 

4.8 

10.2 

15.7 

0.5 

37.6 

0.8 

0.5 

5.9 

1.0 

1.1 

18.7 

3.2 

5.7 

152.5   68 

26.4   12 

46.8   20 

GRAND TOTAL t 225.7 27.6 

Main groups t 

- orfanisational 68% 

- stripping I blend changes 12% 

- mechanical faults       20% 

225.7       lOO 
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The main reasons for idle time are : 

- imbalance between carding and spinning, 

- lack of proper material flov, 

- lack of condenser bobbins. 

NÍfcRNER INTERNATIONAL 
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The overall    efficiency can now be calculated 

26,946   »  62,348  x  100 -  43.2   % 

Running efficiency  t 

26,946 *  45,490  x 100  -  59.2  t 
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e) End break testing. 

It is virtually impossible to make a Cnorough analysis of 

the spinning operation without making an analysis of the end 

breaks. 

A form was designed (see following form) to record end breaks 

in the spinning. 

The end break testing is of primary importance when calcula- 

ting the : 

- expected output of a spinning frame, 

- the labour hours required to operate the frame at 

a certain efficiency. 

The following operations on a frame are constant and can 

be calculated mathematically : 

- doffing, 

- creeling, 

- cleaning, 

- patrolling. 

The cycle times and frequencies for these operations are fixed 

for a certain type of yarn. 

The variable work content comes from the end breaks - the 

more the operation is under control the higher the efficiency and 

the lower the waste, which affects the re-cycling in the carding 

process and thus the carding production. 

VÍfcRNER INTERNATIONAL 
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DEBRE 
BE RH AN 
WOOL 
FACTORY 
ETHIOPIA 

END  BREAKS  SPINNING 

I 

Sheet No. Date Tester 

Type 

of 

Break 

1. Back 
Roller 
to 
condenser 
bobbin. 

Mach, 

Yarn 
Blend 

Color 

No.of  sp. ; 
Started: 

Finished: 

Mach.: Mach.: 

Yarn: 
Blend   : 

Color  : 

No.of SP. : 
Started 

Finished: 

Yarn : 
Blend 

Color 

No.of  sp.: 
Started   : 

Finished: 

Front 
Roller 

to 
Suction 
Pipe 

2. 

3. 

With 

capping 

Breaks 1 

2 

3 

Total 

ime elapsed 

/1000 sp.hre 

REMARKS : 

—  

WERNER 
INTERNATIONAL 

SEPTEMBER   '74 

Mach. : 

Yarn 
Blend   : 

Color   : 

No.of SP. ; 
Started 

Finished: 
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Analysis of end breaks. 

39%  of the  end breaks   in the  spinning are directly  caused by 
the  cards.   (These are  the  breaks  in  column   3) . 

The end break ^ate  is   too high and  should be   reduced  at   least 
by   35%.     The main  factors  giving  this   improvement will  be   : 

- replacing  the card clothing  to improve quality of  slubbing, 
- putting the peraltas back  into operation   (spares have been 

ordered to  complete  the  job). 
- better raw material mix.     In  the  past   lack of  certain type 

of  raw material   resulted  in  poor  blends. 

For the present conditions,   4,000 end breaks  per 1,000 spindle 
hours was used in the work load calculations. 

d)   Time studies. 

The spinning  and  carding  processes  are closely  dependent on 
each other,  since the carding process   is the  "bottle-neck"   in the 
mill.     We decided to provide the management  of Debre Berhan  Wool 
Factory with more details,so that improvement  in   this process would 
be  made.     Consequently,   we conducted  some  brief   time-studies   in 
order to determine the unit times for various tasks in  the  spinning. 

The work methods  also were checked.     Machines   1 ,   2A  and 2B 
were in operation during  these studies. 

Results of the time-studies. BMS. 

- End break back roller to condenser bobbin 0.35 

- End break to suction pipe 0.14 

- EnC  break with lapping 0.30 

Weighted average 0.26 BMS. 

0.30 BMS allowed in calculations. 

»ífcRNER INTERHAnOF'AIL 
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- Creeling : Frame 1 

64. 

2.00 BMS 

1.20 BMS 

for 8 bobbins 

the 2 extras. 

Note : Card No. 1 is supplying spinning frame No. 1.  The card 

produces 8 condenser bobbins but the frame needs 10. 

Consequently, either 20% of the spindles remain stopped 

or the frame has to be stopped twice for creeling. 

Frame 2A 

Frame 2B 

3.00 BMS 

2.3 3 BMS 

- Doffing Frame 1, Frame 2A, 

Frame 2B, 

: 3.00 BMS 

: 2.40 BMS 

- Cleaning : 2 BMS per machine hour. 

c) Proposed production. 

From the measured observations and checks the expected 

production per machine hour was calculated : 

EFFICIENCY AND PRODUCTION. 

Machine No. 

1 2A 2B 

Stopped time/hr-creel 5.44 7.62 3.38 
-doff 4.35 5.16 4.13 
-end breaks 1.21 1.20 1.20 

Total : 11.00 13.98 8.71 
% Efficiency 81.6 76.7 85.5 
GMS/Spindle hour at 100% 724 724 724 
GMS/Spindle four at 81.6% 591 555 619 
Expected production/machine 

hour-kg 71 62.2 49.5 

MARNER IHT5IHATI0FAL 
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d)  Carding/Spinning Balance. 

Comparison of  the  balance between  carding and spinning. 

Card 
No. 

Expected 
Prod, per 
hr at 71% 

Correspond- 
ing   spinning 
frame No. 

Expected 
eff.   % 

Output      J 
kg per     J 
made hr. 

1 

2 

3 

57.2 

60.1 

47.7 

1 

2A 

2B 

81 .6 

76.7 

85.5 

71.0 

62.2 

49.5 

i.   The  efficiencies  of   the spinning   frames  1st to 12th 

August  1974 were   : 

Frame 

1 

2A 

2B 

Over all Running 
Eff.   % eff.   % 

42.2 55.5 

48.2 59.2 

37.7 67.0 

ii. Card 3/Frame 2B actual imbalance is actually bigger than 

these figures »how since only 80 of the 112 spindles are 

calculated to be producing. 

iii.   The spinning  frames   in all cases will have excess capa- 

city compared to  carding but thev   both must be run in 

three shifts. 

iv.   Work methods  in  creeling and mending  end breaks     are 

satisfactory.     Doffing takes too  long because the ope- 

rators  : 
- have to carry empty bobbins   from the cops making, 

- do not always carry them in  advance and prepare 

the doff.     Sometimes the machine is waiting idle 

while they get the bobbins, 

»WERNER IHTOWWnCHAI. 
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do not have equipment to take  away full bobbins. 
Time is  lost when the full  bobbins are carried 
to the cop -making by operators. 

V^RNER IMTfRHATIOHAL 
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e) Recommendations. 

- Purchase additional spinning bobbins.  Many of the 

present bobbins in use are worn and sit too low on the spindle. 

The lift of the machine is thus shortened and the efficiency of 

both the spinning and cop - winding is reduced. 

- Purchase or make additional condenser bobbins.  The 

lack of condenser bobbins causes idle time. 

- Replacement of worn and damaged parts such as drums 

at an estimated cost of E.$.35,000.- 

- Material handling equipment (truck) for full bobbins. 

Time is lost when the full bobbins are carried to the cops making 

by the operators. 

VÎÏRNER COTHWffilüOI'ÍAIL 
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15.  Cop- winding. 

a)  There are the   following machines  : 

i.   OVEMAG horizontal  cop    winder   for   the Snoeck looms. 

- 10 spindles   (3  out  of  order), 
- 2  operators, 
- cop    weight  152  gr. 
- time  to produce  a  cop     :   1.65 min., 
- the operators  use   tail  ends to avoid   idle 

spindle  time between  supply packages. 

ii.  Two D.   DELERUE  & Cie  vertical   cop    winders  for  the 
Schönherr and Jacquard looms. 

- one machine  15  spindles,   (2 out of order), 
- one machine  10 spindles   (  1 out of order) , 
- production time per cops  : 0.91 min.   change 

over stoppage 0.09 min.,  total time per cops. 

- cop    weight  110 gr. 
- there    are yarn  feeders who creel  in  the   feed 

yarns  for the cop    makers. 

b)  Present production. 

The cop-winding production of one week was studied   in  detail. 
Timing and stoppage tests were taken  and compared to  the perfor- 

mance of  the cops in the  looms. 

N^RNER INTERNATIONAK. 
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The coF- winding production  26th  to  31st August   1974. 

Date 

26.8 

27.8 

28.8 

29.8 

30.8 

31.8 

£ B.Q 1Q1JCJLJUEJL 
Small  cops Delerue. 

IJi^JULi-û-S-*. 

Shift 

870.2 

1,288.3 

1,033.7 

1,126.2 

897.8 

813.6 

B 

1,001.5 

1,286.8 

1,003.4 

1.015.8 

917.0 

736.2 

TOTAL 

1,871.7 

2,575.1 

2,037.1 

2,142.0 

1,814.8 

1,549.8 

I77990.5 

Big cops  Ovemag 

LliXYTT" 
108.3 

191.4 

217.8 

238.5 

217.3 

230.6 

 B_ 

177.7 

203.3 

202.0 

226.7 

247.8 

179.1 

TOTAL 

286.0 

394.7 

419.8 

465.2 

465.1 

408_.9 

2439.7 

Efficiencv %. 

Small 

80.6 

110.8 

87.7 

92.2 

78.1 

66.7 

86.0 

Big. 

45.9 

63.3 

67.4 

74.7 

74.7 

65.6 

65.3 

The Department is now working in two shifts and producing suffi- 

cient yarn. 

i. Small cops 

- 22 spindles, 16 hrs, 960 min., 100% production 

110 gr/min., 105.6 kg/day per spindle. 

» 2,323.2 kg/day. 

ii. Big cops 

- 7 spindles, 16 hrs, 960 min., 100% production 

92.7 gr/min., 89.0 kg/day per spindle, 

" 62 3 kg/day. 

iii. Total :  0.86 x 2,323.2 kg - 1,998 kg 

0.65 x  623.0 kg =   405 kg 

Total per day    -  2,403 kg 

per week   «14,418 kg 

Notes ; When the carding production reaches the first target 

standard of improvement the cop -winding will become very 

tight on a 2-shift operation. 

When the second target standard is reached the depart- 

ment will have to work approx. 118 hours per week. 
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c)   Proposed Machine Speeds. 

Speeds  of  the vertical  cop - winding machines. 

The  vertical machines  operate  at  a high speed -  up  to 

230 m per minute  for yarn Nm.   1.5 

Most of  the blends  seemed  to be  able  to take this  speed. 
Certain  "poorer"  blends  run  very badly at  this speed.    There were 

5-6 end breaks per cop. 
In  these cases  the operators  could not  keep even 3  spindles  pro- 
ducing  and  tried to keep down  the  spindle  speed by holding  the 

start   lever. 

A preliminary testing programme  showed  : 

i.  with high breakage rate the knots  are  not made satisfac- 

torily  in  cop-making, 

ii.   these types of blends  also cause     loom stops  and the biggest 
single cause of  loss of weaving efficiency, 

iii.   bad cops       can  stop a  loom  10  times  during      one hour.      If 
the weaver has  to strip back yarn every time the effi- 
ciency  loss can be as high as  16%, 

iv.   tests were   taken on  the  Snoeck   looms   too and showed  that big 
cops       perform much better  in the weaving.    Weft breaks 
are greatly reduced.     The winding speed for the Snoeck 
cops     is    approx.   25%  lower than   for  the small cops. 

d)   Recommendation. 

i.   obtain a pulley to reduce the speed of the 10 sp.  winder 

by   25%. 

ii.   test "poorer" blend»  at both speeds,  by taking end breaks 

WERNER iKTWMÄnoHAi. 
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in  cop-winding. 

ili.   Weave these cops       in the same  loom and take a  loom 
stop test. 

iv.If a considerable  improvement  in the weaving   is  achieved» 
start running  "poorer" blends at  lower speed.       The reduction 
in speed would mean an increase  in efficiency.     It is possi- 
ble that the same production can be achieved without going 
onto    three shifts. 

16.   Cotton Twisting. 

a)   Machinery. 

Pfenningsberger 2 x 96 spindles » 192. 

- bobbin length 300 mm. 

- ring  diameter 70 mm. 

- bobbin weight 80 gr. 

- yarn speed 12.3 m/min. 

- yarn count Ne.2/21 « Nm. 17.8 

Approx. 5% of the production is lost because there are idle 

spindles due to various mechanical faults. 

There are two operators on the machine. 

The creeling and mending flnd breaks,methods are satisfactory. 

Rings have to be oiled manually with a rag. 

N^RNER INRRtMnONAL 
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b)   Present Production.•? 

- The mill    has  received single Ne  21  cotton yarn on one 
kilo cones. 
N. B.   The mill receives Ne  16,   18   and  21   and these are used 

for the  same purpose. 

- Yarn twisted to Ne.   2/21  to be  used for blanket warps   is, 
after  twisting,   wound onto  3   kilo  cones. 

- Part of  the Ne.   2/21   is used  for  carpet cotton warp. 
It  is  twisted over the large  cops  then cabled to 6/21. 
The process   for carpet yarn  is   twist  2-ply,  wind on 
cones,   twist  6-ply. 

- The operators  are not on incentive  and there are no 

produced weights  recorded on  the  production sheets. 

- From the yarn store records  it was  established  that the 
production was  140 kg per day  3   shifts. 

c)   Proposed Production. 
Mins. 

Per Per 
Machine  stopped time. shift. hour. 

- oiling rings 10,00 1.25 
- doffing cycle mins. 

80 x  17.8   :   12.3  *  115.8 

- doffing time 4 mins./doff 2.07 

Total stopped time/hour 3.32 

Running time   94.5% 56.68 

Allow 5% efficiency loss for creeling, endbreaks and idle 

spindles. 

Expected efficiency 89%. 

Expected output : 

12.3 x 60 x 192 x 0.89  -  ,._/__„*, hr 
17.8 x 1000       7>1 k9/mach. hr. 

» 170 kg/day/3 shifts. 

VÍtRNER IHTfINATIOHAÍ. 
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The weight of  cotton yarn per blanket is approx.   155 gr. 

The  production   rate of   170 kg per  day  is equivalent   to approx. 

1,000 blankets per day. 

This   represents the  first  stage standard production  tar- 
get and at  that stage  there would not be any capacity  left  for 

the carpet manufacturing. 

There are several possibilities  to overcome this problem. 

i.     Try   to buy part of the cotton yarn  twisted, 
ii.     Do  Sunday work   for the  time being  - one  day  is   16.6% 

additional output. 
iii.    Convert spinning frame 3B  to    a  twisting frame. 
iv.     Buy  an  additional twister  for 2-ply cotton. 

d) Recommendations. 

To   increase  the efficiency,   the   followinq action   is  needed   : 

i.     Place operators on   incentives. 
¿i.     Repair  idle  spindles. 

iii.     Have  a doffing trolley made for  the machine - see 

drawing I. 
iv.     Train the operators to doff properly, 
v.     Shorten ring oiling time 

- both operators should work simultaneously  from different 

ends of the machine on  the same side. 

e) Doffing method. 

i.    Prepare empty bobbins  for the side to be doffed in 

advance, 
ii.    Before starting the doff have the trolley ready at the 

side of the machine. 

MÍtRNER IMTSRHATIONAf 
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ili.  Stop the machine and wind down. 

iv.  Work as a team of two. 

- one goes  first and pulls  up the  full bobbins  from 
the machine   (two  in one   h*ind)   and  places  them  in 
the doffing box, 

- the other  operator  follows pushing   the trolley with 
her knee so  that the trolley stays  between the opera- 
tors, 

- the  second  operator  takes empty bobbins  from  the  com- 
partment on  the  trolley  and pushes   them firmly   into 
place. 

- start machine, 
- repair broken ends, 
- transport  away  full doffing trolley, 
- prepare trolley for next  doff. 

, N^RNERlMTOWWlOHAIL 
M«N A(~,' MFNT rr\hj<--'   I 1ANTC. 



75 

« 

55 

S 

_l 
_J 
O 
er 
i- 

o 
z 

LL 

O 
Û 



76. 

17. Warping: Blankets. 

a) Machinery. 

There is one S.A.C.F.E.M.   sectional warping machine, 
year  1964. 

- drum width 235 cm. 

- present warping speed 140 m./min. 

- machine moving on rails, 

- single creel opens manually, 

- electric stop motions, 

- creep package 3 kg, 

- No. of cones in creel 155 x 7 sections = total 1080 ends. 

There are several mechanical faults in the machine. 

The machine is suitable for this type of warping, but the 

creel is too lightly built. Present 3 kg creel packages are 

too heavy for the machine design. 

i. In several locations there are 1 or 2 brake discs and 

some locations have 3 discs.  The tension becomes uneven, 

ii. Several creel pegs are badly centered, they are not in line 

with the guide eye.  This can cause pulling of yarn and 

additional end breaks, 

ili. There is no start-stop button in the creel. Thus two ope- 

rators are needed to run the machine : one at the stop but- 

ton in the machine end and the other watching the creel 

and shouting stop signals, 

iv. The stop motions are defective.  This machine, however, is 

not a bottle-neck and after the adjustment of the creel 

pegs the reconditioning becomes secondary in priority to 

the yarn manufacturing. 
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b)   Time  * Method studies. 

Operator work methods  and unit times are acceptable, 

taking  the mechnical condition into consideration. 

The danger point in  the work method  is   that   the broken  end runs 

out to the drum and  the operator is not pulling the warn back 

to obtain the broken end.     The practice  is proven by  the many 

cones on  the  floor behind  the looms.     This has been  pointed 

out and  there  is now a plan to tackle  this defect  using a 

quality bonus.    We concur with this approach. 

The  results of the  time studies. 

i.   Preparatory work per section 1.80 BMS 

- measure, 

- adjust carriage, 

- tighten screw of carriage, 

- tie  in the   lease band, 

- cut and knot, 

- start drum. 

ii.   Creel. 0.40 BMS 

- remove old cone 

- creel in new cone 

- tie a knot, 

- start drum. 

iii.     Repair end breaks,  without pulling 0.25 BMS 

iv.     Repair end break,  pull back 0.80 BMS 

v.     Preparation work  for warp 5.00 BMS 

V0ÍRNER iMTwmmwAF. 
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e) Production calculation. 
BMS 

i. Preparatory work for warp 5.00 

ii. Preparatory work per section 7 x 1.80 =        12.60 

iii. Creeling 

- warping continuously from the same creel bank 

- one cone running : 

3,000 gr x 17.8 » 52,500 m. 

equals to 7,500 warp meters 

equals to 4.17 warps 

- 25% of the cones need creelinq during one warp 

- stopped time per warp 40x0.4= 16.00 

iv. End breaks 

- per section 3 short  x 0.25 « 0.75 

7  long     x 0.80 = 5.60 

Total   : 6.35 

- per warp 7 x 6.35 44.45 

v.   Actual  running time 

- 7 x  1,800 m. -•• 140 m./min 90.OO 

Total  time per warp 168.05 

+ add 5% miscellaneous  and 15%  rest 

allowances 33.61 

TOTAL BMS   : 201.66 

A/ 3.4  hrs 
SK3SSSSI 

vi.     Beaming speed 50 m./min.,   .,800 m. /v0.6 hrs 

- beaming preparatory  and finish up ^/0.3 hrs 

TOTAL TIME  WARPING «   BEAMING 4.3  hrs 

vii.    Expected production 11 warps per week 48 hrs » 

19,800 m.   - 8,250 blankets. 

vili.    The warping will only be 60-65% occupied on one shift. 
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18. Weaving ; Blankets. 

a) Machinery. 

rhere are the  following looms in  blanket prodi action   : 

No.   of 
looms 

Make Picks 
min. 

Type of 
loom. 

Reed 
width/cm. 

29 Schönherr 98 4x4 2.00 
6 Snoeck 90 4x4 2.00 
6 Jacquard 75 4x4 2.60 

41 

The Snoeck looms are suitable for blanket production.  The 

loom has a shuttle and cops large enough for this type of work. 

The Schönherr looms are satisfactory for the purpose.  Shuttle 

and cops size are on the small side but with one loom per weaver 

the job load and quality can be maintained. 

i. 

ii. 

ill. 

iv. 

V. 

The looms are old, they were bought second hand but they 

run with very little mechanical down time. 

There are relatively few spare-parts that must be impor- 

ted from Europe. 

Most of the repair work can be done in the mill. 

Both Schönherr and Snoeck are amongst the best known 

in heavy non-auto looms, generally well and ruggedly 

built. 

The looms are weaving blankets where the raising covers 

minor faults and irregularities which might be caused by 
the loom. 

It is quite normal to run this type of equipment with 

"break down maintenance only". 

This means to keep the machines going and repair what 

breaks down rather than do preventive maintenance. Recon- 

ditioning and preventive maintenance in this instance 
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would be  too expensive, 

vi.     The   looms   can easily  be run   for another   5 years,  possibly 
stripping  a few looms   for spares  and running  the remaining 

looms  in   three shifts, 

vii.    These  looms are almost  fully depreciated, 

viii.    New machinery is expensive and must be run at optimum ef- 
ficiency  and with good labour utilisation. 
This needs effective management controls and competent 

floor management. 
It  is more advantageous to  first establish controls  and 

train  floor management before considering  new machinery. 

b)   Present weaving Production. 

The weaving evaluation of B-shift,   16th to 20th of 
September was  studied in detail   (Schönherr  looms). 

Hrs worked   (loom hr 
Hrs idle     

man hr) 

Total 

Running efficiency achieved 
Over all efficiency achieved 

Day Picks 
produced. 

.Loom  Hours Idle 
% 

Running 
eff. %. Wkd\ Idle Total 

16.9 

17.9 

18.9 

19.9 

20.9 

738,667 

637,424 

657,482 

619,844 

678,693 

190 

174 

175.5 

163.5 

179 

10 

18 

8.5 

12.5 

13 

200 

192 

184 

176 

192 

5.0 

9.4 

4.6 

7.1 

6.6 

66.1 

62.3 

63.7 

64.5 

64.5 

Total 3332,100 882 62 944 6.6 64.8 

882 93.4% 

62 6.6% 

944 

64.8% 

60.6% 

100.0% 
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Separate study of   idle  time   ; 

Mechanical fault 
Hrs. 
35.0 

% 

3ÎT6 

Repairs  in work shop 20.5 22.7 

Warp thread cut 31.0 34.3 

Put in new warp 4.0 4.4 

Total   : 90.5 100.0 

Mechanical down time was approx.   4%. 

c)   Proposed weaving production.- 

i.  Loom stop testing. 

An  analysis of the  loom stops was made.    The results were 
converted to stops per  10 N.picks  for the work  load calcula- 
tion. 

Type of 
Break. 

Breaks per 
10 M.picks 

% 

Warp 

Weft 

Mechanical 

6.83 

21.30 

1.61 

23.2 

71.3 

5.5 

Total   : 
  

29.74 100.0 

Note   :   High number of weft breaks   (see   cop winding) 
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il.  Time studies. 

Time studies were taken, the following BM values were 

established. They compare well with established interna- 

tional standards. 

BMS. 

Prepare shuttle 

Repair and break, behind 

Change shuttle 

Strip backs 

Take off piece,   2 operators 

0.22 

0.90 

0.10 

0.60 

4.00 

Work method  acceptable except  shuttle changing. 

There are normally  three colors in  the  loom.     The weavers 

only have one spare  shuttle and when  preparing  the shuttle they 

do not always  know which color  runs out  first.     Very often they 

have the wrong  color  in the  shuttle and instead of only a shuttle 

change   (0.10 BMS)   they also  have a preparation   (0.22  BMS). 

0.22 BMS is   lost per occasion,   46  shuttle changes per hour 

equals to 46 x 0.22   « 10.12  mins. per  hour =  17%  loss  in efficiency 

if weaver misses all changes. 

Need of new  shuttles. 

- one extra per color,   2 new shuttles per  loom, 

+   50% extra «  120 new shuttles. 

ill.  Weft Supply. 

During  the studies,   it was observed that the weavers 

too often run out of weft.     Upon Investigation  it was  found that 

the weft was in the yarn store but the supply had simply not been 

delivered.    In most cases  the weavers went to   the   yarn store to 

pick up their own weft. 

fhis was discussed with the Fcctory Management and they 

have a plan of action to correct this matter. 
V0ÍRNER iMmtrwioNAi 

UiNinF'IPNT CONSULTANT s 



d) Recommendations. 

- Purchase additional shuttles.  See section c.ii 

above. 

- Organise the work so that a man is responsible for 

the control of the supply of weft from yarn store to looms and 

is paid on incentive of loom output. 
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19. Nappage ; Blanketa. 

a) Present work method. 

i. Piece transported to the door of the napping room, 

ii. Operators measure the length of the piece on the 

floor, 

iii. Piece put behind menders table. 

iv. Mender pulls the piece over the table, first pull. 

1) Scissor work, cutting 

- trim selvedges, 

- pull out jerk-ins, 

- pull out slough offs, 
- pull out thick slubs, 
- remove bad knots, 
- remove double weft, 
- cut weft loops. 

2) Needle work,  mending. 

- mend-in missing warp ends. 

v.   Mender turns the piece and pulls  it over the table 

for the second time. 

- burl other side of cloth, 
- mend-in ends which were missed in the 

first  inspection. 
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iv. Average production is 3 pieces per 8 hours, 

b) New Work Method. 

The Factory Management has a plan to change the process 

in this department .  We agree with this plan. 

The plan was discussed with the Management and quality tests 

were successfully made to eliminate the mending in of single 

warp ends. 

In the new method » 

i. Roll the pieces over.an inspection perch which has 

a trumeter and scale attached.  The length and the 

weight of the piece will then be recorded, 

ii. load pieces over a table approx. 2-3 meters wide and 

4-5 meters long, 

ili. 4 operators (2 per side) work to burl and trim the 

piece. 

This method will produce a great saving in labour. 

20. Finishing : Blankets. 

a) Process flow and machine utilisation. 

Product. äcour Dye Hydro Suction Dry Tenter Thermo Raise 

Raw Mater. X X X 

Carpet Yarn X X X 

Fam.Blanket X X X X 

Norm.Blanket X X 

^íítRNER IHTtRHATIOKAl 
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Machine hour required 

Raw material dye * hydro 

dry 

250 kg/4 hrs 

1,000 kg/8 hrs 

Carpet_Yarn scour 

hydro 

dry 

35 kg/1.5 hrs 

35 kg/0.5 hrs 

35 kg/0.5 hrs 

Fam._Blanket_ scour 

extract 

thermo 

raise 

1 pc/1.5 hrs 

1 pc/0.25 hrs 

1 pc/1.2 hrs 

1 pc/0.5 hrs 

Nornw Blanket raise 

tenter 

1 pc/0.5 hrs 

1 pc/0.3 hrs 

Man hours required. 
• 

Raw material_ 250 kg 6 man hours 

Carpet_yarn 35 kg 2.5 man hours 

Fain._Blanket_ 1 pc scour 1.5 

extract 0.5 2 m 

thermo 2.4 2 m 

raising 1.0 2 m 

5.4 

Nornu Blanket 1 pc raise 1.0 2 m 

tenter 0.6 2 m 

1.6 

86 

Add 5% miscellaneous,   15% R.A.   t  10% handling time. 
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b) Scouring. 

There is one rope scouring machine used for scouring 

family blankets and carpet yarn. 

Family blanket, one piece per batch. 

- scour with soap 15 mins. 
- 2nd scouring add soap 15 mins. 
- rinse with cold water until clear   30 mins. 
- handling, fill and take out sew piece 30 mins. 

Total cycle : 90 mins. 
1.5 hrs. 

Capacity in  two  shifts =  10.7  pieces.    The Jacquard capacity 

is  10.6 pieces  in  the  same period. 

Carpet yarn, 

Hanks tied to form a irope are scoured in the rope scouring 

machine. 

The scouring capacity is sufficient for the present produc- 

tion. 

c) Suction. 

- speed 7.5  m./min.  - capacity sufficient, 
- family blankets are put through this machine to 

reduce  the water content because the hydro extractor 

is too small for the purpose. 

NÍtRNER W fflNtHATIOHAl. 
MANAGEMENI  CONSULTANTS 



88. 

d) Dyeing. 

- There  is one open vat for loose   material dyeing. 
- Batch  size  250 kg. 

Standard procedure  for dyeing. 

i. Load in material 
ii. Fill vat with water,  steam to boil 

iii. First scouring  20 mins. 
iv. Empty vat and  rinse 
v. Fill vat with water, steam to boil 

vi. Add dyestuff  and chemicals, 
vii. Boil  1.5  hours 

viii. Empty vat 
ix. Fill with water and steam 
x. Scour second  time,   short scouring only 

xi. Rinse 
xii. Empty vat 

xiii. Unload material. 

Cycle time 4  hrs 
Capacity  in two shifts 1,000 kg  is sufficient. 

Note  :   The second scouring is required  for quality reasons, 
i.   The blankets are  not scoured 

ii.   Dyestuffs  are used which are not guaranteed for 
color  fastness, 

iii.   There have been complaints  in  the  past about 
color bleeding. 

e) Hydro extracting. 

Capacity:1,000 kg in 8 hrs.    The operator can extract 
the old batch when the new one is  in the machine. 

>PÍtRNER INTtRMWIONAL 
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f)   Therrooflx. 

- There is a  thermo-fix machine that originally was 
bought to set synthetic mixtures. 

- The machine   is  now used to dry  family blankets because 
the  tentering machine does not have the width. 

The machine  is  not suitable  for  this work.Speed is  low 
{2.8 m./min.),   the  cloth needs three runs and the heating 
system uses light oil. 

At the moment,   however,   it  is  the  only machine that can 
dry  the family blankets. 

Capacity. 

' 

- drying 2.8 m./min.,  three  runs,   speed 0.93 m./min. 
« approx.   SO m./hour   (i.e.   7.7  pieces/shift.    The 
weaving capacity is 5.3 pieces/shift). 

- The dry run  after raising can go     at    high speed. 

g)   Raising. 

There are two machines  i 

- heavy    raising machine Mariocrosta, 
- speed 14.8  m./min. 

- both sides of  the piece are  raised  in  the same pass. 
- total  time per piece 30 mins 
- maximum production per 8 hrs  is   15  pieces. 

The second machine Tessiltechnica was  not  in operation 
during the study - major overhauling    was being made. 

The machine is of a    lighter construction  than  the first one and  it 
is estimated that the maximum production would be  10 pieces per day 
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Capacity. i 

The capacity of this section Is sufficient. 

h)   Tenterlng. 

The tenterlng machine is  used only  to straighten out  the nor- 
mal blankets and stretch  them to the correct width. 

The speed is  4 m./min.,   240 m./hr.   approx.   1,800 m./8  hrs, 
i.e.865 blankets/8hrs. 

Capacity. 

The capacity of this machine is sufficient. 
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21.   Makinq-up  t  Blankets. 

a) Present Situation. 

The present flow  is perfectly logical.     There  is one 
major process which can be greatly improved  and which mana- 
gement have plans to correct.     The corners  ot the blankets 
are  finished manually.     This can be done by  a sewing machine. 

b) Planned process-flow. 

We  subscribe to  the  use of  sewing machines  for the  fini- 
shing of  the corners of blankets.    This change will result  in 
a  reduction in labour.     The process   flow would be  as follows   : 

VlfcRNER IWTIRNAT10HA1 
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Blanket    Cutting 

Folding 

92 

Ribboning 

Label  Sewing. 

1 machine. 

Ribbonina 
1 machine 

Corner makina 
1 machine 

nspecting 

Weighing 

VÍÍRN ER IWriRHATIOMAI, 
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Process Flow. 

1. Cut blankets with blade 
2. Fold 
3. Sew label in the corner 
4. Sew ribbon around the blanket 

(family blanket and   children's blanket)   or  at  top  and 
bottom   (normal blanket) 
Cut with scissors  cq.   2  cm over  the edge 
Push blanket over to corner making 

5. Turn in corners and  stitch twice 
6. Fold blanket 8-fold  and hand over to  inspection 
7. With scissors  trim  the yarn ends sticking out and 

Inspect the making-up 
8. Put blankets  in plastic bag and  lay on desk 
9. Lay 25  blankets on  the bale cloth,  push into the  press 

10. Press  the bale 
11. Sew bale 
12. Fasten  straps 
13. Wheel bale over to  the scale 
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22. Carpet Manufacturing, 

a) Machinery. 

One only tapis à verge  type MV, 

Make   :  M.  Van de Wiele, 

Width  :   4 meters, 

Speed  :   42 picks per minute. 
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b)   Present Production. 

The carpet weaving production of August was  studied  in 

detail. 

Item. Shift A. Shift  B. Total. 

Hrs wkd. 190.5 170 360.5 

Hrs idle 71.5 38.0 55.5 

Total Hrs 208.0 208.0 416.0 

m2 produced 1,316- 1,124 2,440 

m2/hr. wkd 6.91 6.61 6.8 

Top daily prod 68 m2 74 m2 

Calculating from the  loom speed of 42 PPM and the 500 picks 

per meter, the 100% output  is 5.04 m.   =  20.2 m2 per hour. 

Over all efficiencies  achieved 

Shift A 

Shift B 

34.2% 

37.7% 

MANAGE WENT CONSULTANTS 
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c)   Carpet Construction. 

Count 
Nm. 

Yarns 
per m. 

Kg / m2. 

4 mm pile 6 mm pile 

Wool warp 

Jute warp 

Cotton warp 

Jute weft 

0.90 

1.80 

6.00 

1.80 

290 

870 

600 

500 

0.994 

0.495 

0. 155 

0.288 

1. 10'J 

0.495 

0.155 

0.288 

Total 1.932 2.038 

d)   Loom stop tests and time studies. 

4  loom stop  tests were  taki=n each covering   2 meters of 
woven carpet   i.e.   1,000 picks. 
Results of  loom stop tests   (total 4,000 picks). 

Type of stoppage T e B t    NO. : Total 

to 4 % 1 2 3 4 

Warp breaks 

- jute 4 3 3 1 11 11 

- wool 3 5 7 7 22 22 

- cotton 11 12 6 8 37 37 

Subtotal 18 20 16 16 70 70 

Weft breaks 2 3 6 3 14 14 

Strip backs 3 3 2 4 12 12 
Mechanical 1 1 1 1 4 4 

Grand total 24 27 25 24 100 100 

Cotton breaks are the biggest single reason. 
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Results of time studies. 
_— BMS 

i. Prepare and change shuttle 1.10 

ii. Repair cotton break, warp 2.00 

iii. Repair jute break, warp 1.00 

iv. Repair wool break, warp 0.50 

v. Strip back (remove one wire) 1.50 

vi. Weft break (weaver catches) 0.50 

Stopped time per 10,000 picks and efficiency. 
UT. Freq. 10,000 Pix.Total time 

i. Repair warp breaks 
- wool            0.50 88          44.00 
- jute             1.00 44          44.00 
cotton             2.00 148         396.OO 

ii. Repair weft breaks    0.50 56         28.00 

iii. Strip breaks         1.80 48         86.40 

iv. Mechanical           0.20 16          8.0O 

v. Change shuttle 
- reed width 4.00 m 
- cops 375 gr. picks 
 per cops 164  

vi.   Total  stopped time  per  10 M.Picks 571.30 

vii.  Time  to produce 10,000 picks 238,10 

viii.   Total cycle time 809.40 

ix.   Expected efficiency   (7)    :   (8)   x lOO  «  29.4% 

These  studies clearly  show that  low  efficiences  32.2  and 

37.7%   in  August  are  caused by  two major  factors   :   cotton yarn 

breaks  and shuttle changing. 

Cotton yarn. 

The cotton warp causes nearly 50% of  the machine stopped 

time. 
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The price of cotton yarn per one sq.meter of carpet is 

Eth. %  0.726.  The total sq.meter cost is  :13.12.E.0. 

The cotton is only 5.5% of the total cost. 

Cheap cotton yarns are totally unsuited for carpet pro- 

duction as they greatly reduce the machine efficiency. 

Even doubling che cotton yarn price would only add E.jS.0.726 

to the total cost but could produce greatly increased square meters 

production per hour,which would lower the labour cost. 

Shuttle change. 

The loom was operating with only one shuttle. The 

changing of shuttle is a lengthy process : 

- stop loom 

- take out shuttle 

- open shuttle lid 

- take out waste yarn and foam cloth 

- place foam cloth on shuttle 

- place new bobbin on cloth 

- operate press at the side at the machine to press bobbin 

into location. 

- lead yarn through shuttle eye 

- put shuttle into box 

- start loom. 

The whole procedure takes 1.10 mins.  When two shuttles 

are used the preparatory work becomes inside time (machine running) 

and the stopped time is only 0.15 mins. 

e) Projected productivity. 

Reduction in stopped time, 

- cotton breaks to 25% of the present, 

from 296 mins to 74 mins. 
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- Shuttle change 0.15 BNS  Instead of  1.10 BMS, 

from 64.9 mins to 8.85 mins. ßMg 

New stopped time/10 m.   picks 293.25 

time to produce 10 m.  picks 238.10 

CYCLE TIME 531.35 

Expected efficiency 44.8% 

Improvement in productivity 52.4% 

f)   Recommendations. 

- Purchase top quality cotton yarn. 

- Use two shuttles.' 
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23.   Woollen Cloth Making. 

a)   Machinery. 

There  is machinery available which can  produce woollen 
type.       Acrylic cloth, as  proposed in  the marketing  section of 
the report,can be manufactured on this  equipment. 

i.   The sectional warping machine is only needed   On 
one shift for the blankets,     and    is   suitable for 

this type of work. 

The mechanical  defects   in   the machine which were 
previously mentioned under blanket production must 
be repaired.     Quality requirements  are higher for 
warps on woollen cloth than on blankets and a defec- 
tive warper  causes excess mending and seconds cloth. 

ii.   Pirn winder  Hacoba with  2   spindles.     Different types 

of pirns are available   : 

- for automatic  change, 
- for manual change, 
- cones for cops. 
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ili.   10 Lenz  looms of which   : 

- 4 automatic    4x1  boxes 

- 6 non-automatic 4x1  boxes 

- 140 PPM 

- suitable   for cloth width 140-150 cm., 

- all  looms with dobby. 

There is an adequate supply of  drop wires, shuttles,   beams 

and cloth rolls. 

The  following  accessories  are missing.     They have been used 

for the blanket   looms  : 

- shafts, 

- heddles, 

- reeds. 

iv.   Inspection perch with  lights available to inspect  cloth 

from roll. 

v.   The present mending tables are suitable  for burling and 

mending of  the cloth. 

vi.   Finishing machinery available  t 

- rope,  scouring machine, 

- milling, 

- tentering  frame, 

- 2-blade shearing machine, 

- rotary press, 

- Monforts decatizing machine, 

- rolling stand. 

b) Expected production. 

Woollen cloth 10 picks per en. 

Loom speed 140 PPM 

Over all efficiency 75%. 

140 x 60 
1000 x 0.75 • 6.3 m./hr • 50.4  m./§ hrs 

10 loom,  in  2 shafts |,ggg |.^gt( 
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24. Work-shop. 

The mill needs a good work-shop ïor the following 

reasons : 

- remote location, delivery time for spare-parts is long 
and many of the parts have to be made, 

- remote location, no possibilities to have mechani- 

cal work done in town, 

- some of the textile machine makers have gone out of 

business and parts are not available. These have to 

be made. 

a) The following machines, need replacing. 

i. Lathe P.420, Le Progrès Industriel, Belgium, 

Bought second hand, over 40 years old. 

Condition very poor : 

- guide bed worn out 

- drive spindle out of center 

- all travelling guides and carriage are worn out 

- no spares available 

- needs constant repairing 

- can probably be used for some rough work 

ii. Milling machine, Parkson, England 

Made 1930. 

The machine is incomplete, 

- no arbors and cutters, 

- no spares available, 

- maker gone out of business, 

- cannot be used. 
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The specifications for the new machinery recommended : 

UNIVERSAL LATHE. 

- distance between centers 3 m. 

- height of center 20-25 cm. 

- automatic gear box 

- removal gap, size of gap must be specified. 

UNIVERSAL MILLING MACHINE. 

- clamping table size : width 300-400 mm., 

length 1400-1500 mm. 

- built in driving mechanism for rotary table with 

power feed, including universal dividing head, 

vertical milling head, etc... 

The price of these machines is approx. Eth.g 40,000.- to 

45,000.- each. 

b) Personnel. 

The mill requires very capable mechanics.  The chief 

of the work-shop is the only man reputed to be well qualified. 

It is essential that the mill have two additional well quali- 

fied mechanics. The valuable new work-shop equipment recom- 

mended should only be used by good mechanics. The major over- 

hauling o^ the cards and spinning frames should be done by good 

mechanics. As each year passes the need for well qualified mecha- 

nics increases. 

We strongly recommend that two well qualified mecha- 

nics be hired to replace the less capable men in this depart- 

ment. 
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25.   Supervisory Training. 

a) Present capacities. 

The  training of  the  floor management   is  the  top priority 

in  the mill  training programme. 

Most of  the  supervisors  have good mechanical and  technical 
background but they lack  the  training and  tradition of  super- 
vision.     They are not  fully aware of their duties and  respon- 

sibilities. 

They have a problem in  identifying themselves. 

Thev do  not  feel  as  part  of   the nanaqement.   Neither  are 
they accepted as  fellow workers by  the operators.    They are 
acting as middlemen who pass on the orders  from top management 
but do not  initiate orders  and indeed do  not  like to   issue or- 

ders. 

b) Recommenda t ions. 

i.  Establish their levels of authority, 
ii.  Grade them and establish the caracteristics of  each 

grade, 
Grade A,   General Foremen, 
Grade B,   Foremen, 
Grade C,  Assistant Foremen, 
Grade D,  Shift Leaders, 

iii.  Write a  job specification  for all   supervisory  staff. 
It  is proposed that  the  following  procedure be  followed 
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The Assistant Factory Manager will be made responsible 

for writing up the programme, 

He first will discuss with the Factory Manager and write 

up the specifications for each job as to what the manage- 

ment expects each Supervisor to do. 

He then will interview each Supervisor separately telling 

them the purpose of the exercise which is to establish the 

status of the Supervisors and to prepare their proper job 
specifications. 

He will not show the Supervisor the joo description made 

together with the Factory Manager but will try to get the 

Supervisor's own idea of what he is supposed to do. 

After interviewing all Supervisors, he will summarise the 

information and present it to the Factory Manager. 

They will then combine the information and prepare all 

job descriptions. 

The job description will then be reviewed by the General 
Manager. 

iv. The job description must include the maintaining of the 

production and quality standards. 

v. The Assistant Factory Manager, under the direction of 

the Factory Manager should hold a meeting of the Super- 

visors at which he explains the concept of industrial 

engineering methods and the function of the technical 
controls. 

vi The Factory Manager  should explain the concept of budge- 
tary controls. 
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e  )   Illustration of levels of authority. 

i.   Authorities. 

The functions   a supervisor may be  expected to  perform 
without consulting his superior are these   : 

- maintaining  equipment, 
- assigning work, 
- requisitioning routine supplies, 
- imposing limited disciplinary actions for violation 

of company rules (excl. warning and suspension notes, 

discharges) , 
- temporarily transferring employees within his own 

jurisdiction where ño promotions or demotions are 

involved, 
- inspecting  and passing on  the quality of work done in 

his own  unit, 
- granting time off to employees with responsibility 

to check the clocking out. Short absence of up to 

one day, 
- disposing of routine  grievances, 
- minor changes in established production or work methods, 
- taking emergency actions  in the  absence of a  superior 

Ü. Authorities which require reporting to superior prior to taking act loi 

The reason   for such reports are usually that  the action 
will have some effect on  the work or  the working   force  in 
other departments or on the  company's planning. 

The following  list shows  these functions  : 

requisitioning of additional  labour, 
regulating working hours in the  event of excess or 

shortage of work, 
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- signing and handing out warning and suspension notes 

in agreement with superior, 

- requisitioning or ordering special tools or equipment, 

iii. Responsibility for recommendations. 

Floor management should make recommendations on the 

following: 

- Promoting, demoting and transferring personnel, 

- Discharges, 
- Applicants for employment, 

- Major changes in production methods or machinery, 

- Changes in company policies. 

d) Illustration of Job Desciptions. 
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Position  : 

Responsible to 

Responsible for 

Weaving Supervisor. 

Production Manager 

Weaving shed staff. 

Responsibilities : 

1. Supervise loom fixers and weavers, 

2. Ensure that optimum efficiency is maintained and costs are 

kept to a minimum. Maintain productivity standards. 

3. Issue priority when different jobs are to be done at the 

same time, 

4. Ensure that looms are well maintained, 

5. Issue the loom cards, check that they are properly filled 

in (spot checks to be made), 

6. Order spare-parts well in advance.  Keep stock. 

7. Handle defective loom reports. 

8. Maintain high standard of quality. 

9. Check with weaving preparation foreman that warps are 

coming through. 

10. Check with the weft man that weft is available. 

11. Keep the place clean and tidy. 

12. Report any warps that are going to be delayed in weaving. 

13. Training operators on the job. 

14. Dealing with operators that are persistently below 

department standards, 

15. Discipline in the department. 

16. Responsible for security within the department. 

17. Authority to grant special short term leave of absence. 

18. Dealing with employee problems  : queries, complaints, 

requests for transfers. 
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19. Responsible for maintaining work identification through 

the department. 

20. Participation in selection of personnel required. 

21. Signs in agreement with superior warning and suspension notes 

with copies to personnel department and trades union. 

22. Responsible for any other duties as delegated 

by superior. 
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Position : 

Responsible to : 

Responsible for : 

Weftman Chargehand 

Production Manager 

Pirn winders 

Weft yarn man 

Pirn stripper. 

Responsibilities t 

1. Keep all looms supplied with correct weft. 

2. See that weft is wound in advance for the night shift 

during the 8 hour working day, 

3. Oversee the pirn winders, yarn man and the pirn stripper, 

4. Get weft order slips from the warp man. 

5. Order weft according to the instructions. 

6. Organise the work for the weft winders to ensure maximum 

efficiency. 

7. See that the packages are large enough. 

8. Give work to the weft winders so that yarns cannot be mixed. 

9. Keep weaker yarns on slower spindles. 

10. Report to production manager if expected production cannot 

be achieved. 

11. Discipline in the department. 

12. See that place is kept clean and tidy. 

13. Responsible for any other duties as delegated 

by supervisor. 
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26. Organisation Structure. 

a) Present Organisation. 

The present organisation is shown on the following char  i 

b) Proposed organisation. 

The proposed organisation  changes have been  discussed 
with management.     The changes  relate  to  the Preparatory Department. 
At present,   the Spinning General  Foreman  is  required  to supervise 
over 180   persons many of whom are   on hand-work,  such as, sorting, and who 
require considerable  attention.     It  is  proposed  to  separate the 
Preparation  from the Carding and Spinning. 

i 

The Raw Material Store can at that time be placed 

under the jurisdiction of the Head of the Preparation Department. 

The Nappage Department is recommended to be moved 

from the Finishing General Foreman to the Weaving General Foreman. 

This organisational structure change does not conform to classic 

guide-lines, wherein the party who is responsible for manufactu- 

ring the goods should not be responsible for inspection.  In this 

instance, however,  the problem of reporting defectively woven       ¡ 

goods warrants the necessity of lacinq the inspection under the 

Weavinq General Foreman so that the reportinq need not be attri- 

butable to specific inspectors. 

The Standards Department must now be included in 

the orqanisation structure. 

Following is the chart illustrating the structure 

of the proposed organisation. 
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IV.       STANDARDS DEPARTMENT. 

A great amount of time was spent in giving the 

Assistant Factory Manager instructions and explanations regar- 

ding the operations of the mill.  All of the calculations which 

were made in the manufacturing analysis were done with the 

Assistant Factory Manager in attendance.  The purpose was to 

provide him with as much working knowledge and experience as 

was possible to give during the analysis period.  He was enthu- 

siastic and responded admirably. 

We decided that, among the many areas where improve- 

ments could be made, the one which would provide the greatest 

benefit to Debre Berhan Wool Factory was the installation of a 

Standards Department. Consequently, a large proportion of our 

time was spent in getting such a project underway and providing 

illustrations to the Management as to how a Standards Department 

functions. 

Following is an outline of the functions of the 

Standards Department in the form which can be employed as 

a work programme. 
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1. Function« 

The  function of the standards department   is to advise 
management of the operating  condition of  the  mill vis-l-vis 
established standards.     Consequently,  management are better 
able to exert control  over  the operations and  to implement 
improvements. 

2. Establishment of standards. 

- The  Standards Department develops  proposed standards 
via  tests and observations, 

- During this development stage the  Standards Department 
personnel work closely with the mill  supervision. 

- The proposed standards and test data are  reviewed by 
management and ultimately standards  are  established. 

3. Routine  testing and    reporting. 

The Standards Department conducts numerous  tests and 
compile reports on a scheduled basis.    The  reports are sub- 
mitted to management. 

4. Areas which are standardised. 

The Standards Department can ultimately  be developed to 
cover many controllable items  in manufacturing   : 

processing. 
raw material. 
waste, 
quality, 
maintenance. 
labour unit cost, 
productivity 
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We have strongly recommended that Debré  Berhan Wool Fac- 
tory establish a Standards  Department and management have al- 
ready proceeded  to do so. 

The Assistant Factory Manager has been  given  instruction on 
the functions and operations  of a Standards  Department.     He has 
participated in the analysis of the manufacturing division and 
is  familiar to some degree with the setting  up of a Standards 
Department.     Initially  it will be his task  to organise the 
Standards  Department and to  get it  functioning. 

We recommend that after   the department has established pro- 
cessing and waste standards  and routine  testing,   that he be 
sent  to the United Kingdom  to be trained  in work study.     He 
will   then  be in a position  to train one of  the men in the 
Standards  Department to conduct this important work. 

5.   Staffing. 

The department should  initially employ a Standards Officer 
and a tester. 

Following is a job description  for the  Standards Officer. 
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JOB  SPECIFICATIONS. 

Standards Officer in charge of   the Department and  responsible 
to  the  Factory Manager. 

Duties   :   i.   Responsible for carrying  out  the standard   labour 

hour and standard   labour  cost  control. 

Responsibilities  ; 

- every pay-roll  obtain  the wages paid and  hours 

worked from the  pay-roll officer, 

- obtain the production  figures  from  departmental 
production sheets, 

- calculate the cost  per  unit, 

- distribute the  information, 

- in case of any  irregularities   find  out   the pos- 

sible reasons and   report  them  in connection with 
the control  data. 

Ü.   Responsible  for  carrying out  the departmental 

efficiency and Idle  time control. 

- every period get   the departmental production  sta- 

tistics and calculate  the percent  of  idle  time 

and record the reasons. 

- get the regular hours worked and the overtime 

worked from the   labour officer, 

- calculate departmental  efficiency, 

- distribute the  information, 

- in case of any  irregularities  find out the pos- 

sible reasons and   report them in connection with 
the control data. 
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iii. Responsible for carrying out departmental 

processing control programme and overseeing 

that the tester performs his duties properly. 

- keep graphs and charts to control the frequen- 

cies of the testing programme; 

- make sure tests are carried out and the results 

calculated and recorded, 

- in carrying out the processing control programme k>r 

in close co-operation with the supervisory staff 

to ensure the optimum flow of information through 

various stages of manufacturing, 

- make quarterly summaries showing the development 

of processing conditions in the various depart- 

ments. 

iv. Responsible for checking operators work-loads 

and renewing production standards as required. 

(This work is to commence after the Standards 

Officer has been given basic work study training). 

- when observations and processing tests indicate 

that there has been a change in the process, the 

Standards Officer will : 

a. report the condition to the 

Factory Manager, 

b. take necessary frequency and 

time studies, 

c. prepare calculations, 

d. present the results to the 

Factory Manager. 

WERNER INTERNATIONAL 
MANAGBMENT CONSULTANTS 



119. 

v. Follow up the performance and premium earnings 

of the operators. 

- every pay-roll period check the performances 

and premiums earned by the operators, 

- in case of continuous below-standard perfor- 

mances, study the reasons and give recommen- 

dations to the Factory Manager, 

- check if the below-standard operators are using 

right methods, 

iv. Own Initiative. 

- make recommendations to Factory Manager as 

how to improve conditions in the various de- 

partments. 
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6.  Efficiency Control. 

a.  Terminology. 

The  following terminology  is used : 

i.   theoretical production»   calculated directly  from speed 

Example  :  Schönherr loom. 
60 x 98  » 5,880 Pix per hour. 

Ü.  overall  efficiency. 
actual production      1Q0 
theoretical prod. 

Example  :  Schönherr production 
33,500 picks  per shift, 

overall  efficiency 

*.":ffi  - 10° Ml;" 

iii.  total machine hours, 

The hours  the machine was available for production  : 
normally always 8 hours per shift. 

iv.  Machine hours  "idle". 

The hours  the machine was  stopped for the  following 

reasons   : 
- mechanical break down, 
- change-over 
- lack of material 

- lack of bobbins (spools, etc..) 

"no.   oi operators, 

- power failure 

- etc... 
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v. Machine hours worked. 

Total machine hours (iii) less machine hours "idle" 

vi. Running efficiency. 

Actual Production  
theoretical prod, per hr. x machine hrs worked. 

b) Calculations. 

In each process section of the text of this report 

there are illustrations, where applicable, of the effi- 

ciency calculations. 

The Standards Department should calculate every quality 

for each process in the same manner as has been illustrated. 

Summary reports for each period should be drawn up and sub- 

mitted to management. The standards must be established 

via approval by management. 

^RNER INTERNATIONAL 
MANAQEMENT CONSULTANTS 



122. 

7. Processing controls. 

The purpose of the processing controls is to guarantee 

optimum running conditions by carrying out a routine testing 

programme in the mill. 

In carrying out these duties the itandards Department 

should work very closely with the Foremen and Mechanics 

and lend them all possible assistance in keeping the quality 

of the pioduct and process under control. 

The initial Processing Controls should include : 

- percentage of waste in blending 

- percentage of re-cycled waste in carding, 

- end-break testing in spinning, 

- end-break testing in cop-winding, 

- idle spindle test in spinning, 

- loom stops in weaving-blankets, 

- loom stops in carpet weaving. 

Each of these tests has been illustrated in the text 

of this report.  These tests should be initially established 

on a weekly basis. 
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6. Waste Report. 

The Standards Department should issue a Waste Report 

every period.  The records should be reviewed with manage- 

ment every six months and new standards established. 

Following is an illustration of the Waste Report. 
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Debre Berhan 
Wool Factory 

WASTE  REPORT -  SPINNING MILL. 
WERNER 

INTERNATIONAL 

PERIOD   : 

Blend Input weight  •  1.5% oil  - 

PROCESS 

Shaker 

Card 

Spinning 

TYPE  WASTE 
RETURNABLE] 

OR 
NON-RETURN] 

Under mach. 

Suction 

Fly 

Under  card 

Stripping »pon-returr 
Peralta 

Cop making 

Fly 

Condenser 

non-returr 

non-returr 

ion-returr estimated 

non-returr 

returnable 

WEIGHT 

ion-returnjestimated 

re-ci reti- 
la ted  to 
:ard  proc 

Immediate- 
ly 

Suction 
waste 

Floor 
waste 

Fly yarn      hon-returr 

returnable 

Lot run out returnable 

Yarn returnable 

Sub-total returnable 

ion-returr 

TOTAL   : 

re-circu- 
lated 

PRODUCTION 

%  Waste on blend 
incuti 

Actual 

0.5 

estimatec 
included with cops 

0.5 

0.5 
yarn 

VÍÍRNER H fiTOiATiOMAi. 

Standard 

1.0 
1.0 
0.5 
1.0 
9.0 

2.0 

0.5 

20.0 

0.5 

3.2 

2.7 

14.9 

6.5 

21.4 

20.0 

41.4 



DEBRE   BERHAN 
WOOL   FACTORY WASTE   REPORT   -  WEAVING   &   FINISHING 

AAA- 

WERNER 

INTERNATIONAL 

PERIOD : 

Input weight  to weaving - 

Process 
Type 

Waste 

tetumabli 
or 

non- 
return. 

Weight 'roductioi 

Waste 

On input to 
weaving 

Actual Stand. 

On blend input 
to spin. 

Actual Stand. 

Weaving 

Raising 

Last 
touch 

Yarn 
Sweeps 

Suctionhon 

return, 
non-ret 

Blanket 
cutting 

-ret. 

Return. 

9.7 
1.13 

8.3 

3.36 

8.6 
1.0 

7.4 

3.0 

Sub-total Returnable 

Non-return. 

Grand total Returnable 
Spinning       Non- 
and returnable 
weaving 

13.06 

9.43 

11.6 

8.4 

2SLSL 
26.5 

14.9 

iLJL 

Composition of blends. Weight. % Blend. 

New Raw Material 

Returned Waste 

Oil  -  1.5% 

%  Yield on blend  input 

%  Yield on new raw material 

REMARKS. 

WERNER!i;   UtH/illOHAI. 
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9.Standard Labour Hours and Labour Cost. 

A complete record of the standard number of persons 

required to produce  the standard production must be drawn 

up by  the Standards  Department. 

The  following  forms should be used for this purpose. 

The  Standards Department must calculate the  labour require- 

ment and obtain approval  from management before  the stan- 

dards  are established. 
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Debre Berhan 

Wool Factory 
STANDARD  LABOUR COMPLEMENT. 

127. 
I 

Werner i 

International' 
  

Department  :   - 

Code 

—-t 

Job Classification, 

I Direct   : 

Total 

Indirect   : 

REMARKS   i 

Day Shi   f  t s. 

TOTAL Only. 
I 

..  

II Ill 
.. . , 

 - ———- 

.... —... „., 

—.«  

 •  • 

 —  

-—•  

! 

i 
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Debre  Berhan 

Wool Factory 
STANDARD  LABOUR HOURS. 

128. 

Werner 

International] 

Department   : 

CODE JOB CLASSIFICATION. 

Direct   : 

GRAND 

TOTAL 

r 
J 

OPERATOR HOURS  PER  DAY. 

Shifts 
Day - 

-Lonly.. II III TOTAL 

Hrs per 
Departm. 
Hour. 

REMARKS. 
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">        ! 
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10.  The Labour Cost per Unit of Production. 

From the labour complement the labour cost per depart- 
ment must be calculated. Since the labour complement is 
based on the standard of production established for each 
department, the standard cost per unit of production can 
readily be determined. These calculations must be given 
to the Costing Department for the establishment of the 
Standard Costing. 

The actual labour cost vis-à-vis  the actual production 
must be calculated each period in order  to determine the 
actual  labour cost per unit of production.    This   figure 
must be compared to the standard,   these comparisons must 
be reported  to management each period. 

Following is an illustration of  a  comparison  report. 
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DEBRE BERHAN 

WOOL FACTORY 

LABOR COST AND PRODUCTION PER LABOUR HOUR 

»111 

WERNER 

INTERNATIONAL 

Department : 

Section   : 

Period 

No. 

Period 

from 

to 

Prod, 

Unit 

Labor 

cost 

Eth. $. 

Total 

oper. 

hours 

Units 
Prod. 

Std.Labor coat and prod. 

Cents 

per 

Unit 

Units 

per 

Op.hr, 

Cents 

per 

Op.   hr. 

ACTUAL     RESULTS. 
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11.   Liaison with Costing Department.  

The Standards Department must inform the Costing Depart- 
ment  of every change  in standards  so  that  accurate costings 
can  be calculated.     This  applies  to the  following  : 

- Production & Efficiency Standards, 
- Waste percentage Standards, 
- Labour Cost Standards 
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12,Production targets  for the Mill. 

a)   Base  for the Standard Production Target. 

The carding production is  the bottle-neck  that determine! 

the spinning and blanket production. 

The    overall  efficiency of  the carding   1st  to  12 Aug. 

was 57.7%   (August was  selected,   because  it was  the best  in 

1974).     Based on Werner calculations,   the  standard was  set 

to 71% overall    efficiency to be achieved after the recondi- 

tioning of cards.     In  the meeting on Sept.   16   it was decided 

that the  first target would be  10% below this   figure,  and 

after reconditioning  is completed it would go to 71%. 

CARDING  STANDARD   PRODUCTION   -  BLANKET  YARNS. 

Card 
No. 

100% out 
put kg 

per m/c hr 

71% out- 
fit kg 

90% of 
the 71% 

?r m/c hi output 
kg/m/c hi 

Product, 
tg per 144 
eg hr work 

1 

2 

3 

80.6 

84.7 

67.2 

57.2 

60.1 

47.7 

51.5 

54.1 

42.9 

7,416 

7,790 

6,178 

TOTAL 232.5 165.0       148.5 21,384 

The  first target  represents  63.9% overall     efficiency   which 

is   10.7%  improvement on  the 1st to  12th August  1974. 
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b)   Production Balance  for the first  standard production 

Target. 

Basis   î   -  carding capacity of  21,384  kg/week 

- recycling  spinning-carding  20% 

- new material required   from blending 

0.80 x 21,384 kg  =   17,107  kg 

- waste before carding output 

shaker  :   under mach. 1.0% 

:   suction 1.0% 

:   fly 0.5% 

card       :   under card 10.0% 

:   stripping  & Peralta         2.0% 

:   fly 0.5% 

TOTAL   : 15.0% 

Blending : input 20,126 kg per week (15% waste) 

Bland as follows      26.5% returned waste 

1.5% oil 

72.0% new stock 

New stock needed 0.72 x 20,126 = 14,491 kg/week. 

Pulling i 70% of the raw material going into blends is 

pulled. 
Input to pulling 0.70 x 14,491« 10,144 kg/week 

Carding : carding capacity 21,384 kg/week. 

Spinningt recycling 20% production 

0.80 x 21,384 « 17,107 kg/week 

less 6.4% waste 1,288 kg Prod. 15,835 kg/week 

yarn for cops making. 
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Cop "making i weaving waste   : 

Waste  from cop -making 2.7% 

Weaving   (yarn  8.6%,  sweeps   1.0%) 10.83%   (of  input 
weaving). 

Yarn  from cop -making 15,392 kg 

Yarn used for blankets  13,636  kg 

Waste   1,656. 12 kg. 

Yarn weight per blanket : 1086 x 179 x 52 m  - 69fi . 

15x25 

No. of blankets per week : 13,636   c ~eo 
      2.696  = *¿• 

843 per day. 
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Weaving requirements : Picks per blanket 2,390 

M.Pix per week required 5,058 x 2.390 = 12,089 

Weaving capacity : Schönherr 29 x 96 x 5,880 * 16,370 M.Pix 

Snoeck    6 x 96 x 5,400 *  3,110 " 

Jacquard  6 x 96 x 4,500 =  2,592 " 

Total : 22,072 M.Pix 

The weaving has to run at 54.8% overall efficiency if all 

looms are used. 

22 Schönherr in operation 22 x 96 x 5,880 = 12,419 M.Pix 

Snoeck 6 x 96 x 5,400 = 3,110 M.Pix 

Jacquard 6 x 96 x 4,500 = 2,592 M.Pix 

Total-:     • 34 /v 68 weavers = 18,121 M.Pix 

With 22 Schönherr looms, overall efficiency required is 66.71. 

Cops winding : production divided in proportion to loom 

picks, 

big cops Snoeck - 3,110 Pix - 17.2% 

small cops Sch.» Jac. 15,011 Pix - 82.8% 

Yarn to cops winding 15,835 kg - 2,7 24 kg big cops 

- 13,111 kg small cops 

Small cops 2,186 kg per day/2 shifts 94% eff. on 22 spdls. 

Big cops    454 kg per day/2 shifts 73% eff. on 7 spdls. 

Twisting (cotton 2 ply) yarn Ne. 2/21 = Nm 2/35 

speed 12.3 m./min. 

Production at 89% eff. 12.3 x 60 x g. x 0.89 ._   .     .. 
 min. x 17.8 m. "37 *r/8P/hr- 

=7.1 kg/mach.hr. 

Expected production per week 1,022 kg 
SBSSSESaz 

Warping : Expected production 11 warps/48 hrs 

Required production 7 warps/48 hrs 

with full cones the department is 64% occupied. 

NÍÍ RNER INTIRNKnONAL 
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Man hours per product/finishing. 

. ..... 

Unit Basic Total hours 

Raw material 

Carpet yarn 

Fam. blanket 

Norm.blanket 

250 kg 

35 kg 

1 pc 

1 pc 

6.00 

2.50 

5.40 

1.60 

7.80 

3.25 

7.00 

2.10 

Example : 

1 Actual prod, 
raising 1 dyeing 
week XY. 

Production Man hours 
required 

Raw material 5, COO kg 20 x 7.8 = 156 

Carpet yarn 200 kg 5.7 x 3.25 « 18.5 

Fam. Blanket 30 pes 30 x 7 » 210 

Norm. Blanket 150 pes 150 x 2.1 » 315 

Total std. man hourB 699.5 

The Department has 20 operators. 

Actual man hours 20 x  48 » 960 man hours 

Dept.   efficiency 699.5/960 x  100 «  72.8% 
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V.      DETAILED ANALYSIS OF THE MARKETING DIVISION. 

1. General Background. 

Debré Berhan Wool Factory markets the following products 

all of which are sold in Ethiopia : 

blankets - raised wool type manufactured from 

long fibre waste material 

carpeting- woven, the pile yarn manufactured from long 

fibre 

handicraft yarn - spun from local wool and selected 

waste fibre. 

Over  93% of  the  production  is blankets.     Handicraft 
yarn is  spun very infrequently.    The  remainder of the produc- 

tion goes  into carpeting. 

At  the present moment,   all of the  blanket production  is 

being sold. 

The present carpet production is  also being sold since 
the company has a  large contract with   the  new AID Bank 

Building. 

Until  a year ago  the products were  not  selling well. 
The blankets were unsuited to    the markets.     However,   since 
the present Management has been appointed,   the blankets have 
been re-designed. The new bright colours had consi- 
derable  impact on the market;  and the  demand for blankets 
generally,   and home produced ones in particular,  has risen 
and is continuing to  rise.     The consequence  is that the Debre 
Berhan Wool Factory  is selling all of  the production and could 

sell more. 
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There is virtually no inventory of blankets. There is 

a large inventory of carpeting in various widths and piece 

lengths. 

The blanket market at the moment is firm. 

The carpeting market is in reality in the embryo stage. 

The Handicraft Yarn Market is very strong. The production 

limitation is related only to the raw material supply which is 

very small. 

MARNER INTERNATIONAL 
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2.  Organisation  Structure. 

a) Present. 

The marketing of blankets  is  carried out by the 

Ethiopian Distribution Company  "EDISCO". 

The  Head Office   Sales  Department   sells  directly about 

lo%  of blanket  sales and all of  the carpet and handicraft yarns. 

The sales are made either  through the  Retail   Sales Shop or the 
Head Office Show Room. 

b) Proposed. 

It  is recommended that Debre Berhan Wool Factory 

market all their products  via the Company Sales Division.    This 

move would necessitate an  enlarged marketing  staff and additional 
marketing locations. 
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3.  Blankets. 

a)   Preaent Situation 

1.   Sales   :  the market situation     is such  that  all  blan- 
ket  production could be   sold easily  and whenever more 
blankets could be  produced,   the market     is  able  to 
absorb them. 

ii.   Design  :  the bright colours  and designs   incorporated 
in  the latest range of  blankets are  acceptable   in  the 
market and Debrè  Berhan  Wool  Factory has   moved  from a 
position in which   it  trailed behind  its   competitors   to 
one where  it has become   the   leader. 

iii.   Distribution  ;  apart  from blankets  sold  through either 
the   Head Office Sales   Show-room or Retail   Store,   the 
sole  distributing  agents   for blankets  are  EDISCO 
(Ethiopian Distribution  Company) .     In  the  year July 
1973- June  30,   1974,   Edisco  distributed  blankets  to 
the  value of Eth.   $ 3,365,238.- or  90%  of   the  blankets 
sold. 

iv.   Edisco  :  Edisco works   is a  distribution   agent  earning 
commission on sales generated.    An  annual   contract, 
starting date Julyl»'74   has been agreed   and signed by 
which Edisco earns  5%  on  the   first Eth.0   2xl06  blanket 
sales and 4% thereafter.     The contract  terms are to be 
re-negotiated for  the next year and any  cancellation 
has  to be notified in writing by either  party  at least 
one month before  the expiry date of the  contract. 
Edisco has  a total  of   19  distribution points  through 
the  country,   including   the central depot   in Addis Ababa. 
Each  depot has a branch manager who has   the opportunity 
to earn personal bonuses under an incentive schene pro- 
posed by Debre Berhan Wool Factory und contributed to 
jointly by Debre  Eierhan  a.nd Fidiaco. 

VÎÊRNERINTMMATIOHAE, 
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Edisco  are responsible  for  : 
- 19 distribution  depots, 
- actual  distribution, 
- splitting deliveries between branches, 
- collecting  orders  and moneys  due, 
- bad debts, 
- feeding back market  information to  Debré 

Berhan, 
- issuing stock  lists/sales per branch per 

10 days, 
- payment to Debre  Berhan  of sales value,   less 

commission,   distribution transport  and handling 
charges, within  the first few days   following each 
10 days period, 

Debre  Berhan Wool  Factory is  responsible  for  : 
- transport and handling costs, 
- investigating market  reports 

originated by Edisco. 

v.   Sales   volume   : 

During   the  12 months ending June 30,   1974   a  total  of 
312,000 blankets were sold though the production during 
this  period  totalled only   192,555.     The difference of 
119,445 between sales and production  represented the 
very  large stocks of blankets  held at the  start of the 
period  and which were disposed of during  the year.    As 
many of these blankets were old stock, because  their 
design  and colour had no  consumer appeal,   the fact that 
they were sold with little or no    price reduction indi- 
cates  an upturn in demand. 
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vi« Sales per Distribution Means: 

July 1, 1973 - Une 30, 1974. 

Debre Berhan Head Office Sales, 

- including Retail Store :   10% 

Edisco :   90% 

100% 

Edisco sales  per branch  :     12 months period. 

Units Percentage of sales 

Addis Ababa 171,084 65.2 

Asmara 32,236 12.3 

Bahir Dar 2,679 1.0 

Dessie 2,291 .9 

Dilla 3,200 1.2 

Ji'Tima 4,658 1.8 

Agarow 3,775 1.4 

Mattu 2,104 .8 

Dire Dawa 13,786 5.2 

Gimbi 3,828 1.5 

Shashamene 3,079 1.2 

Condor 3,625 1.4 

Nazareth 10,050 3.8 

Mehal Meda 825 .3 

Yirga Cheffe 2,250 .9 

Nogelle Borena 550 .2 

Awasa 325 .1 

Debre Berhan 930 .4 

Kulubi 1,304 .5 

Total   s 262,579 100 

Edisco believe they could sell  500,000 blankets per annum. 
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The  actual sales made per area do not  reflect the 
potential sales  In each area.    Edisco have disposed of 
all  the blankets available to  them in  the most easily 
accessible markets where they would sell. 
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vii«   Selling Range  and Prices. 

12 months ago  the  range of blankets exceeded 40 in num- 
ber.   Some of   these were  non-profit making.     The policy 
of  the new management has been  to eliminate  the non- 
profitable  lines  and thereby  rationalise  the production. 
The advantages  of  this move  are obvious but  the danger 
is  that Debré  Berhan may  no  longer offer a  comprehensive 
ranne of blankets. 

Debré Berhan Selling Ethiopi an Dollars (October 1974) 
Range. 

Range number. Wholesale* Retail * Comment 

(March 1974) price 
(Ëdisco) 

price 
(Head Office) 

1805 B 4.- 5.- 
900 8.- 10.- Discontinued 
901 8.- 10.- N 

1200 (airforce) 12.- - « 

1200 (army) 14.- "*    i 
cc 15.- ! Discontinued 

1801/N 17.- 18.50 Not continuous 
production. 

1500/New 16.25 - Discontinued 
1802 17.- 18.50 H 

1802 RR - 19.- n 

1804 17.- 18.50 In range. 
1800 18.50 Discontinued 
1805/N 17.- 18.50 
1900 RR 17.50 19.- 
1800 RR 19.- Discontinued 
1804 RR 19.- 
1801 RR 17.50 20.- 
500 Baby 18.- 

1801 F 24.- 26.- 
1804 F 24.- 26.- In Range 
1900 F 24.- 26.- 
50O N 45.- 50.- 
500 F 60.- 70.- 

Z/F 27.- 30.- 
Z/RR 19.- 21.- 
1805 child 9.- 11.- 
Z/N 18.- 20. 

* Add 2%   turn-over tax. 
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Best seller : 1805 

Code : RR : Ribbon all round blanket. 

F : Family size 
N : Normal bed (ribbon on 2 ends only) . 

Dealers who buy from Edisco (sub-wholesalers and retailers) 

have no price-list to work to.  They earn whatever margin they 

can and this ranges from about Eth. $  0,25 to Eth. $2.-  for 

the normal blanket type. 

Debre Berhan Wool Factory and Edisco have an agreement 

whereby Debré Berhan retail sales prices are according to the 

differentials listed above by blanket type. 

Trimming ribbon used : woven viscose narrow fabric folded over 

edge of blankets, edges doubled under and sewn with double, 

straight line, plain stitch. 

Presentation : 

All blankets are baled in the mill with 25 blankets per bale. 

The only difference in presentation between high and low qua- 

lities is that the high qualities are initially individually 

wrapped in plastic whilst the low qualities are not plastic 

wrapped. 

All blankets carry the Debré Berhan trade mark sewn to the 

blanket. 

NEUNER INTERNATIONAL 
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viii.  Competition  :   Blankets. 

Production in Ethiopia showing  capacities  per company 

per  annum. 

1969/70 1970/71 

f  
1971/72 1972/73 1973/74 Proj. 

1976 

Cotonificie 
Brattolo (1) 

Cotton Company 
of Ethiopia (2) 

Indo Ethiopian 
(3) 

Lazaridis (4) 

Debré Berhan (5) 

23,000 

190,000 

170,000 

300,000 

170,000 

25,000 

156,000 

175,000 

300,000 

169,000 

27,000 

106,000 

189,000 

3 32,000 

195,000 

29,000 

80,000 

278,000 

332,000 

187,000 

30,000 

80,000 

300,000 

332,000 

300,000 

150,000 

100,000 

300,000 

480,000 

450,000 

TOTAL : 853,000 825,000 849,000 906,000 1042OOO 1480000 

latâl-Ç-apacity  available   1973/74   !   1,160,000 Normal  Blankets 

1) Brattolo, based in Asmara produces low quality blankets from 

Cotton waste materials. Reported to be increasing capacity 

to  150,000 blankets per annum. 

2) Cotton Company of Ethiopia,   is a Japanese owned company 

presently producing below capacity   (80,000 represents only 

40% of capacity utilisation)   and uses only acrylic waste 

materials. 

3) Indo-Ethiopian has a capacity of 300,000 blankets  per 

annum and uses only cotton waste materials. 

4) Lazaridis,   Debrë Berhan*s principal  competitori has   a 

capacity currently of  330,000, Ot this total  ?60,00O are woven 

from the same waste materials  as Debré  Berhan and  70,000 

from cotton waste.    Lazaridis  is also reported to be in- 
creasing his capacity by 150,000   which will bring  his ca- 
pacity to 480,000 per annum. 

wfcRNER MnmuarioNAi. 
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5)   Debre Berhan  can reach a production total  of 300,OCX) 

from installed capacity. 

Investment  in  machinery  to  increase  the  production of 

carding and spinnirg    would enable loom capacity to be 

fully  utilised and a production of  450,000  blankets   p.a. 
to be achieved. 

VÍÍRNER iNTiUNAnowAi 
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ix.   Import«. 

Imported blankets have declined remarkably over the 
last 4 years. 

Year Total Number Total Value Av.   Value/Blanket E.$ 

1970 154,093 254,110 1.65 

1971 146,924 273,077 1.86 

1972 99,404 226,576 2.28 

1973 62,025 185,749 2.99 

In  the  period   1970-1973   imports have  declined by 60%. 

100% wool  blankets   t   represented  1.3% of   imports  in  1970 

and3%   in   1973.     The average price  in  1970 was  Eth.0.   15.75 

and Eth.0   19,56   in   1973. 

100%  cotton blankets   t   represented 95% of  imports in  1970 

and 89%   in   1973.     The  average price in   1970 was Eth.0.   1.23 

and Eth.   $  1.73   in   1973. 

Wool/Cotton mixtures   :   represented 1% of  imports in  1970 and 

9%  in   1973.    The  average price in   1970 was Eth.   $  13.33  and 

Eth.   %.   22.27  in   1972. 

The   dramatic   decline in  imports was brought about by 

the sharp increase  in  import  tariffs in   1971/1972   (Eth.   $.   5.- 

per kgm of blanket) ,   in order to protect  the home producing 

industry  in addition  to 15%  transaction  tax»     1% municipality 

tax and excise tax of Eth.   $  2.- per kgm. 

V^tRNER INTIRNÄI10MAL 
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x.  Apparent Consumption   i   Blankets per annum. 

i  

1970 

  

1971 1972 1973 1976(Est.) 

Production 

Imports 

Exports 

825,000 

15 4,093 

849,000 

146,924 

906,000 

99,404 

1,042,000 

62,025 

1,480,000 

50,000 

Apparent 
Consumption 979,093 995,924 1005,404 1,104,025 1,530,000 

Consumption of blankets has  increased consistently  since 
1970.     The  estimated apparent consumption of   1.5   x  10    in 
1976 is, perhaps,  optimistic according to demand and is based 
on the production expected to be available  and  the  imports. 
A more accurate estimate of consumption in  1976   is thought 
to be    :   1.35     x  10    blankets. 
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xi.   Reasons for increase  In Consumption and  future expansion, 

- Change in climate   :   cooler and wetter weather 

- Change in political  climate   :   distributors  are not 

importino as many  blankets because of  uncertainty 

over duties. 
- Gross National   Product  is  increasinq. 

Year 

1969 

1970 

1971 

1972 

1973 

Gross National Product x 10   E.$ 

3.78 

4.14 

4.39 

4.402 

4.646 

Annual change. 

1 

+   9.5% 

+   6% 

+   7% 

•   5.5% 

When inflation is taken into account, rate of increase 

of Gross National Product in real terms was i% average. 

However, as a blanket is an essential piece of clothing 

and furnishing in the mountainous regions - and a prestige 

items also - the purchase of a new blanket rates high on the 

shopping list of most people. 
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xii. Competitors' Prices. 

La2aridis : Cotton waste blankets : non-woven made of coarse 

count yarns, screen printed and over-stitched 

edges : Eth. %  7,25-7,75 per normal sized blanket. 

Woollen waste blankets ; 1.6 x 2.2 metres is the 

closest competitor to Debre Berhan's best seller - 

1805/N.  Woven designs with all round, warp-knit 

trim and zig-zag sewing.  Eth.3. 17,25 - 18.-»i.e. 

Eth.3. 0,45 - Eth.g.l.- cheaper than Debre Berhan's 

1805.  Softer finish through extra raising, lower 

picks than Debré Berhan but heavier warp. 

Local cotton waste woven (not Lazaridis). 

:   light weight, very poor quality, Eth.$.5,50 - E.$  6 

:  light weight, poor quality with blue woven border, 

Eth. $.   6,40 - Eth.$. 6,90 

Japan cotton wcven : 
medium weiaht, all round border, good quality, 

Eth. $  8.-to Eth. %.   8,40. 

Imported Merino wool quality : from Italy, 

similar to Debre Berhan's 500 type. 

Imports retail at Eth. $.   65.- compared with 

Eth. $.   60.- for Debré Berhan's 500 type. 

Bed sheets : are sold in the market at Eth.0. 15.- 

Coloured woven, striped, mattress covers, sold as cheap 

alternatives to bed-sheets, retail at Eth. 0. 10.- 

NÍÍ RNER INTfRNATlONAl. 
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b) Recommendations. 

i.      Our recommendations for the marketing of blankets are mainly 

concerned with the distribution and sales points. We repeat 

that we recommend that the Debré Berhan Wool Factory markets its 

its own blankets. 

The details of the proposed distribution are discussed 

elsewhere in this report. 

ii.     Product development. 

We support the recently innovated designs and new colours 

that have been developed. We recommend a minimum of 2 new de- 

signs and a maximum of 4 be introduced per annum in order to 

stimulate the market, keep the Debré Berhan Wool Factory ahead 

of its competitors, and to motivate the production departments. 

iii«    Rationalisation. 

We support the moves to rationalize the variety of construc- 

tions in the blanket range and the reasons for them, i.e. to 

eliminate non-profitable lines. We would, however, recommend 

that a comprehensive range covering sizes, types and designs, 

so that major market demands can be supplied as fully as 

possible. 

iv.     We recommend that a system of continuous market reporting 

and marketing controls be instituted to keep management infor- 

med of all sales activities and market conditions. 

v.      Presentation of products does not seem to be a problem at 

the present time. However, the marketing information service 

will advise of changes that may need to be made in order to 

increase the appeal of the products. For example: the trimming 

used on the blankets does not, for reasons of economy, appear 

on all 4 edges of many of the blankets. Additionally, the 

sewing does not always cause the trimming to lie flat. 

Falling sales in more difficult times could be arrested 

if greater attention is paid to this sort of detail. 

V^RNER IMTIRM*nOMAL 
MANAGEMENT CONSULTANTS 



155. 

c)  Forecasting and  long range planning. 

The market for blankets  is buoyant and  is expected to 
continue  to grow. 

According to a  recent study of the  textile sector of 
industry  in Ethiopia,   the real  gross domestic product    per 
capita growth was  projected at  2.5% per annum  up to  1982. 
The per capita increase in textile consumption during the 
same period would be  2.1%.     When combined with the popula- 
tion increase,  the projected growth in  the consumption of 
textiles would be about 4% per annum. 

As a basic necessity,   textiles range second only to 
food.     Furthermore,   it is a  fundamental  status symbol.     As 
such,   it   is our opinion that the growth of  textiles will 
exceed the  forecast made in the  above mentioned report. 
However,   even the  forecast which was made  is  sufficient  for 
Debre Berhan Wool  Factory to plan for  future  growth and ex- 
pansion.     In addition,   it  is our opinion that  the wool-type 
blankets will increase in popularity and capture a larger 
portion of the market. 
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Consequently,   the  planned increase   in production  through 

productivity  improvements  to a volume of  300,000 in   the   short 

term should   be marketable by  the   Sales   Department   in   the  Home Mn 
ket. 

i. Long range planning -   First stage. 

We propose  a  capacity  increase be considered after  two 

years.    This  capacity   to be  additional   carding and  spinning 

in order to balance the weaving capacity which is available. 

Such an addition  is estimated at  approxinately   50% which would 

bring  the  capacity to   450,000 blankets. 

ii. Long range planning - Second  stage. 

The home market  can take  large quantities of cheap blan- 

kets  as well as   the more expensive   (1805)   and very  expensive 

(500).  All   three  will   grow.     When  production  and sales  are 

approaching   450,000 blankets per  annum,   we  recommend that  the 

lower quality market be considered. 

The consumer  reputedly  associates weight with value  and 

warmth.    Although this  point  is  probably  valid  in  today's 

market,  there may be a  large number of  consumers who,   in a 

few years,   will   recognise that bulk and   fluffyness  provides 

greater warmth.     In anticipation  of this change as well  as 

planning  for further  growth,   we  recommend that a needle-punch 

blanket unit be  considered.     Such a unit has a very  large capa- 

city.    The  end product is quite different from the present 

blanket production.     The raw material mix is different.     It is 

possible that the hair from the  local  tanneries can be used 

as a  raw material. 

It would be essential  to  investigate  this equipment 

and  its products     examined   thoroughly.     The marketing of  such pro- 

duels would have  to be well  tested,  prior to investment of 

capital. 
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4.  Carpeta. 

a) Product types. 

Two types of carpets are manufactured : 

. 4 mm loop pile, plain weave, uni-colour from dyed 

fibre - 4 metres width. 

. 6 mm cut pile, plain weave, uni-colour from dyed fibre 

4 metres width. 

Warp length : equivalent to 20-25 metres carpeting. 

b) Present situation. 

i- Selling   PVíKVT 

The selling policy has been to manufacture carpeting 

speculatively and to retail it through the Head Office Sales 

Department and Retail Stores. 

Some standard sized carpets are prepared speculati- 

vely and are held in stock in Addis Ababa and at Debre Berhan. 
The sizes of these carpets are 3m. x 2 m., 3m. x 3 m., and 

3 m. x 4 m. 

The remainder of the carpeting is cut to customers' 

requirements, sewn on the raw edges and delivered.  When custo- 

mers place orders for carpets that have to be cut to order, 

deposits are required to guarantee good faith. 

No positiVR selling policy has been followed. Govern- 

" went Offices, i.e. the Contract Sector, have been advised 

to purchase carpet requirements from Debré Berhan through the 

Central Government Authorities but have not been specifically 

instructed to do so. 
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Debré Berhan  has tendered for orders  for Government 
Offices  in competition with imported carpets but have not 
always been awarded  the contract. 

It  should be  noted that   the only carpet  production 
made against a definite order  is  the current order from the 
A. I.D.   Bank   (Agricultural  ft  Industrial Development Bank)   for 
16,000  square metres  of  the 6  nun cut pile quality. 

The Priyate_Seçtor_business has been built up during 
the last   12-18 months  through  "word of mouth"   and through 
the reputation of  the Retail  Store 

The Contract  Sector has  accounted for  75% of all 
Retail  Sales  in the   last 24 months.     90% of contract sales 
have been   in  the  4  mm.   loop pile market. 

Preferred colours   :  beige - green -  blue - olive. 

££iYä£i-§e££2£-i 

The Private     Sector has  accounted  for only 25% of Retail 

Sales.     There have been more individual  sales  than  in  the Con- 

tract Sector. 

Most   customers  in the Private Sector prefer the  6 mm. 

cut pile  type for quality reasons but buy the 4 mm.   loop pile 

for price  reasons. 

Preferred colours   :  4 mm type -  red -  yellow - orange - 
olive, 

6 mm type - red - blue. 

"•   PfWM foUÇVi 

The current pricing policy is to offer the two carpet 

products at standard prices without regard to the size of 

carpet or carpeting     purchased. 
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4 mm. loop pile t Eth. $.   25.- 

6 mm. cut pile  : Eth. S. 35.- 

The stock remnants are sold at the same standard prices 

per square metre.  If discounts are demanded by customers for 

small pieces, a maximum of 10% is deductable from the stan- 
dard price. 

Credit is not given. 

iii. Sales and Stocks 1973/1974. 

Square metres. 4 mm type 6 mm type Total 

Closing stock 31.10.»73 

Closing stock 31. 8.'74 

2500.4 

4526.2 

984.4 

7824.6* 

3484.8 

12350.8 

Production Nov.'73 to 
Aug.'74 incl. 

Sales : 1.11.'73/31.8.'74 

15718.8 

6852.8 

* including 2217.4 square metres of A.I.D. Bank order. 

Sales accounted for only 57% of production, and 
43.5% if the current A.I.D. Bank order is excluded. 

The differences between the Oßening and Çlosing_S£oçks 

for this 10 months period show the following increases : 

4 mm. type : 81% 

6 mm.   type  :470%   (A.I.D.  order excluded). 

(as the 6 mm.  quality is the type that sells  less well,   the 
problems of speculative production can be appreciated. 
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iv. Analysis of carpet, and carp.f inn  - atW|, 

Situation.  AVT,?f, 31. 197^ 

4 mm. type - 20 'full-sized" rolls carpetting, i.e. 

(all colours    + 20 m. x 4 m. 

black) .ng  " 447 odd 8ized Pieces of average size 6.5 sq.m. 
(N.B. 39 pieces are smaller than 2.0 sq.m.) 

6 mm. type - 65 'full-sized' rolls carpetting, i.e. 
(all colours) ±  20 m. x 4 m. 

- 200 odd sized pieces of average size 13 sq.m. 

The odd-sized pieces are primarily "off-cuts" remaining 
after : 

i) customers' orders have been cut from rolls, 

ii) standard sized carpets have been cut and sewn, 

iii) downgraded  pieces with manufacturing faults. 

The Company policy for disposing of remnants that was ear- 

lier agreed upon, but as yet not implemented, is for the Sales 

Department to sell remnants through garages and stores for 
car-mats, bed-side mats, etc... 
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v. Country-wide Carpet Production. 

1. Pebre Berhan is the sole industrial manufacturer 

of carpeting and carpets producing woven carpets. 

Year Debré Berhan Production  * 
square metres. 

1970 4370 1092 

1971 4680 1170 X Source : 

1972 •••6000 1500 Central Sta- 

1973 6712 1678 tistical Of- 

fice and Debre 
1974 (1st 6 

months) 7789 1947 Berhan records. 

1974 (July/ 

August - 

1   AID order) 

2. Hand 

1 +4900 1225 
1 — 

knotted carpets are produced by 10 Institu- 

tions within the country, i.e. Rehabilitation centres, pri- 

sons, Government Training Schools, etc., and by some cottage 

schools. 

The hand knotted carpets are made with local hand spun 

or machine spun yarns from Debre Berhan and retail at prices 

from E.0.55.- to E.*. 110.- per square metre. 

From price considerations, these hand-knotted carpets 

which are sold primarily to foreign residents and tourists, 

are not competing for the same market as Debre Berhan produc- 

tion. 

VORHER iMTtRNxnowAi. 
MANAGEMENT CONSULTANTS 



162. 

vi.   Carpet Imports. 

Imports are the only other  source  for retail  sales 

and are offered by 3 stores.     The principal  retail   store, 

who  is  also the importer,   is Karibian who stocks carpets 

from world-wide sources  that  include the United Kingdom, 

Belgium,  China,   India as well as  the Middle-East. 

Karibian's stocks  include   : 

1) carpeting - uni-colour, plain weave 

2) "       uni-colour, patterned weave 

3) "       printed, plain ground, 

4) "       printed, patterned ground 

5) carpets and carpeting - coloured, woven Jacquards and 

tufted 

6) carpets/scatter rugs - hand knotted 

7) carpets and scatter rugs - raschel knitted,  long  loop. 

The majority of the carpeting     selection was  in  tufted 

qualities. 

Prices for imported articles (1-7), which are competing 

for the same market as Debre Berhan Production, varied from 

E.$.   42.-  to E.jS.   5ft-per square metre. 

Carpet width  :  Karibian offers    carpeting up to  4 metres 

wide,    carpeting    and carpets are made-up to the required 

size  at no extra charge. 

Remnants   :  The policy regarding remnants and off-cuts is 

to dispose of these at 50% of the standard unit area price for 

that particular quality. 
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Credit : Karibian  does not offer credit facilities to 

customers. 

Volume of Imported carpets * 

1970 1971 1972 1973 

Carpeting   : 8CJ« m* 
Knotted woollen - 1260 17 18 

Knotted cotton 98 1067 - 2992 

Knotted other 
fibres 9619 2744 5958 60039 

Woven woollen - 1075 - 2737 

Woven cotton 259J 2 - 92 

Woven other 
fibres 1259 4991 3414 4063 

Total : 13567 11139 9389 70011 

Carpets : number 14405 25239 17337 24002 

Rugs : number 2033 46 431 287 

* Source : Customs House Annual Statistics. 

The official statistics categorise carpets and car- 

peting as either knotted (hand/machine) and woven. No 

separate identification is made for tufted and knitted 

carpets and carpeting. 
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vii. Consumption, 

1970 : 13567 
1971 : 11139 
1972 : 9389 
1973 : 7004 

sq.metre. 

80 

60 

40 

20 

0 
970 

Carpet/Carpeting 
Imports 

1970 
H973 

1971 

_$Œ 

Astas SÄ 
1972 

\ 

1973 

Imports, and presumably Retail Sales, showed a small 

decline from 1970 to 1972 but a sudden increase in 1973. 

The 1973 imports of 7Q011 sq.metres represented a 640% 

increase over 1972. 

During the same 4 year period imports of carpets 

fluctuated from year to year but in 1973, the total was 

24,000 carpets.  At an average size of 9 sq.metres, the 

amount of imported carpets totalled : 216,000 sq.metres. 

Rugs (scatter rugs) have dropped consistently over the 

last years, so that the 1973 imported total represented only 

14% of the volume for 1973.  If the average sized rug is 

2 sq.metres, then the area of imported rugs in 1973 • 

576 sq.metres. 

The total carpet/carpetinq /rug imports in square metres 

carpeting  : 70011 

carpet    :216pOO 

rugs  :  576 

Total t286587 square metres, 
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e«  Recommendations. 

Given  the   following basic criteria, we  recommend  that the 
company  continue with the production  and marketing of  carpets 
and carpeting. 

Basic Criteria. 

- The  markot  for  carpet/carpetina   /rugs   is growing  and 
will continue   to do as the Gross National Product  in- 
creases. 

- the company has  the  production   facilities  for producing 
the dyed  yarns,  carpet weaving  and  finishing, 

- the product cost has been calculated out exactly and 
shows that the production of carpet ina can be profi- 
table provided  the problems of marketing can be overcome. 

- the distributive means to wholesale  and retail carpeting 
is  established, 

- the    produc .   is acceptable  to the market. 

Detail of Recommendations. 

i.   The   manufacturing policy  for carpets should be chan- 
ged from a policy of speculative production to a policy which 
requires  at  least  50% of a warp length  to be  sold before any 
stage of  manufacture is begun. 

The purpose of this  recommendation  is to contain  the 
possible stocks of   unsold production  to a  reasonable volume. 

We propose that customers,   from both  the contract and 
private  sectors,  should place orders with  any one of the sales 
outlets  and,   when  these orders  totalled together  for any one 
carpet type and colour amount  to 50% of the production of one 
warp, manufacturing  should proceed with the production of the 

whole warp    length. 

NÍfcRN ER INTERNATIONAL 
MANAGEMENT CONSULTANTS 



166. 

This activity will  require careful planning,  program- 

ming and forecasting by both the Sales and Production 

Departments to ensure that production proceeds with the 

maximum speed when a sufficient part of  the warp has 

been sold. 

ii. The Standard width of the carpeting  should be redu- 

ced from 4 metres to 3 metres. 

The standard carpet sizes are 3 m. x 2 m. , 3 m. x 3 m., and 

3 m. x 4 m. This move will restrict the numbers of stock rem- 

nants which are difficult to  sell. 

If  customers  order complete warps on  a  4   metres width, 

there  is no reason not to accept orders at  that width. 

The increase  in product cost per square metre caused by 

manufacturing on a reduced width will not make a too signi- 

ficant difference to the selling price.     Raw materials total 

67% of  the  product  cost,   so  that  the new conversion cost  can- 

not exceed  33%  x ^ ~  44%  i.e.   an   increase of   11%  in the pro- 

duct cost per sq.m.     This cost would be more   than off-set by 

the reduction of  remnants. 

iii.       Stocks of carpet remnants  should be cleared as soon 

as possible.     This policy should be adopted not only for 

the large stocks  currently held but also  for  off-cuts as 

they occur  in the  future. 

Present  stocks.     It  is  recommended that  the present 

stocks be disposed through an aggressive  selling policy di- 

rectly to the end customer.     The capital  tied  up in stocks 

should be converted into cash as  soon as possible,  even 

though the stock must be sold off at varying  discounts.     A 

target of 50% on the normal selling prices  is 
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recommended.  Although this will result in a "book" loss, 

the company will be strengthened through a much needed impro- 

ved working capital position. 

Future stocks. Through adopting the recommenced manufac- 

turing policy, the future stocks will be contained within 

smaller limits; 

a) because of the restriction on speculative production, 

b) if customers have to order, pay and await delivery, 

they will be tempted to buy stock items. 

Small sized, odd pieces should, in the future, be 3old below 

the normal price in order to effect a quick sale. 

iv.  Pricing.  The same unit area price should not apply 

to all sizes of carpeting sold.  If customers want a square 

of,say, 2.5 m. x 2.5 m. , a 3 metre width x 2.5 metres length 

will be charged, i.e. the effective square metre price beco- 

mes for example, E. %.   30.- instead of E.%  25.- That is, the 

price of 2.5 m. of 3 m. wide carpet = E.$.   187,50 and this is 

divided over 2.5 x 2.5 sq.metres. 

If customers require carpets, say, 2.0 m. x 2.2 m. wide, 

where the remnant is a practical runner width of 1 m. or 0.8 m., 

your policy can be modified to allow for the improved sales 

chance for the off-cut. 

v.   Marketing. 

We recommend   that  a positive direct  selling policy be 
adopted in both  the Contract and Private Sectors. 
Contract Market   :  The policy should be to have a direct and 
regular contact with all agencies working in  the contract 
market. 

Private sector   :  Through  the means of the Retail   Store and, 
for the time being,  through the Head Office Show Room to give 
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prominence to carpets.     Eventually,   during  1975,   carpets  can 
be offered also through  the Mercato Depot and Asmara Whole- 
sale Store. 

Elsewhere  in  this   report,  we have  recommended  that 
the  Retail Store be  immediately re-vamped  to stock  a complete 
range of household  textiles.    This will   include a  limited  range 
of   imported carpets  and   carpctinq    to  supplement   the present 
Vange.     At that time,  we propose that you make a  sales promo- 
tion/advertising campaign,  be nade that will have a two-fold value 
of   raising  interest  not  only in the Retail  Store but also   in 
Debre Berhan carpets. 

vi. Carpet Production Capacity  on  a  2  shift  activity 
at a width of 3 metres amounts to approximately 

22,000 sq.metres per  annum,  at the present efficiency. 

These production   levels per shift  are equivalent   to  the 
following percentages  of   1973  imported   levels   : 

Production  sq.m.       %  of   1973   Imports. 

1 shift : 11,000 3.9 

2 shift s 22,0OO 7.7 

3 shift : 33,000 11.6 

We do not believe  that it will  be  difficult  to 
sell     the    production,       even from a  full  3  shift operation, 
in  view of the fact  that  this represents only a small  frac- 
tion of  the  imported quantities. 

All imported goods  are more expensive than Debre Berhan's 
carpeting. 
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In order to achieve these sales,   a  publicised, 

direct selling operation has  to be mounted in both the 

Contract and Private Sectors. 
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5.  Handicraft Yarns. 

a)   Present Situation. 

There  is a growing demand   for handicraft yarns  for  the 
production  of hand knotted carpets  and wall  coverings. 
These products are manufactured  in   10 different   locations 
throughout  the Country,   e.g.   prisons,   training   schools, 
re-habilitation centres,   etc... 

i. Size of Market. 

We estimate that the market is currently worth 
600-650 kgn of woollen yarn  per  day, i.e.   178   tons  per  annum. 
The market will continue   to arow as the  demand   for  these car- 
pets,  mainly  from foreign  residents and tourists,  grows. 

ii.       Carpet prices. 

The carpets retail  at prices  from E.0.   55.- per 
square metre to E.$.   110.- per square metre,   according to 
the quality of the yarn  used. 

The  cheaper quality of  carpet   is produced   from hand- 
spun,   un-washed, Ethiopian wool and hair yarns,   whilst the 
more expensive quality  is produced with mechanically spun, 
scoured,  Ethiopian wool  yarns.     Carpet manufacturers are pre- 
pared  to pay currently E.0.1O;-  per  kgm.   for  the machine spun 
yarns  rather than a lower price for the wool which  they them- 
selves hand spin and which contain  large amounts of  foreign 
matter. 

iii.    Yam RequirementsT 

Carpet Manufacturers require 75% of white woollen yarns 
and the   remaining 25* divided over 8 other colours.     Debre 
Berhan cannot supply all  the quantities of white yarns ordered 
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as  the white wool is not available in  sufficient quantities. 

a)   Recommendations. 

We recommend Debre Berhan to continue to supply the car- 
pet manufacturers subject to the following qualifications  t 

- the prices obtained for the yarns cover not only  the pro- 
duction costs of  the yarn itself but also the cost of wea- 
ving  and finishing capacity made  idle by diversion of  the 
yarn  from blanket production. 

- that  excessive orders  for white woollen yarns,   or colours 
are accepted,  which would result   in  either  falling short 
of  the blanket and csrp.et  requirements or   lettinq the 

c.s to iter cown. 
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6.  Other  Fabrics. 

a) Idle capacity. 

At the   present time there  is   idle machine  capacity on 

10 looms  which would make  fabrics  either for apparel or 

for curtains.     There  is complementary  idle  finishing  equip- 

ment on which   these cloths  could  be  finished. 

b) Recommendat ions. 

i« Acrylic   fabrics. 

Our recommendation    is  that  after  2 years  time  the  in- 

introduction  to the market of a   small  range of coarse weave, 

patterned  cloths for skirts   (women's wear)   and curtains made 

from imported acrylic yarns  be considered. 

ii. Yarns. 

We advise  that acrylic yarns  be purchased because the 

carding drawing and spinning capacity  is not available to 

produce  these yarns when woollen  yarns  for blanket and car- 

pet production have priority demands on the equipment. 

Acrylic  yarns will be in greater demand in the  future for 

both apparel  and curtains because of their  inherent easy- 

care properties. 

iii.      Timing. 

The introduction of this  range of cloths should not have 

priority   in  the re-organisation  programme.     We recommend it 

be placed on a  low position  in  the  list of priorities and 

to concentrate  initially on  re-organisation of the prime 

products,   blankets,  carpets. 

Additional  reasons for a delay  in the introduction of 

this fabric range are  t 

- capital   investment will be required to get the project 

off the ground. 
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This is estimated to be of the order of E.JJ.   100,000 to 
cover   : 

. investment  in yarns 

. initial  ranges   (development work) 

. purchase of designs   from European producers 

. re-  equiping looms   from which  you have  "borrowed"   parts 

. operator training 

. designer time 

. promotion 

- The    Mill  Technical people are at  present  fully occupied   in 
producing   the    prime products  and  in  achieving  the  increases 
in productivity that have been  shown  to be  attainable.     In 
order  to  produce this alternative   fabric  range,   a  newly  trai- 
ned  team of  personnel  will   be  needed,   as   it would  not  be 

advisable   to expect the existing  team to  perform well   in  all 
areas  simultaneously. 

iv.     Selection of fabrics. 

Our recommendations to produce curtain  fabrics and women's 
skirt  fabrics are based on   : 

- the   loom ppeed of 125  p.p.m.     is   low.     Low pick  fabrics 
are  required to obtain a good production rate.     Skirt  fabrics 
and curtains can be woven with coarse yarns  in  low pick 
constructions. 

- the  looms are suited to producing patterned and plain 
cloths which are in demand  for both these end-uses. 

- there  is no competitive weaver  in Ethiopia for this  type 
of merchandise.    When production  is begun,   all   imported 
cloth will have to pay a higher total  tariff than hitherto, 
i.e.   with no local producer available,  duties payable are 
E.g.   0,60 per sq.m.   (or 65% of value whichever     is  the 
higher),   plus the same transaction tax   (15%),  municipality 
tax   (1%)   and excise tax   (E.0.   2.- per kgm) . 
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- the market place has many stalls selling Dress Fabrics 

by piece length and our observations show that thißwas al- 

most exclusively cloth that had been imported from Japan. 

Furthermore, this cloth was more than 99% knitted fabric 

(double jersey) in plains, prints and coloured knitted. 

Some woven cloth was available but had less than 1% share of 

the market.  In Western Europe the demand for knitted fa- 

brics is on the decline, so that the market share is a de- 

clining 45% - 50%.  We believe, therefore, that a range of 

skirt fabrics could be marketed with no difficulty. 

- the market place was not offering the type of loose weave 

acrylic curtain/drapery fabrics that we propose. Curtains 

being offered were the conventional cotton plains and prints, 

velvets, etc.  We believe there is a good opportunity for the 

introduction of the new acrylic curtain fabric to the Ethio- 

pian Market. 

v.  Market prices for woven fabrics ranged from E.0. 8.- to 

E.$.   12.- per linear metre on a width of 150 cm. The 

basis for the prices asked in the market were difficult to 

comprehend as the most simple fabric,which should have been 

the cheapest, was in fact the most expensive. These prices 

are not indicative of the true market price, but we believe 

these products can be marketed profitably. 

vi. Distribution. 

We propose that these cloths are stocked at the Mercato 

Depot and Asmara Wholesale Store.  Additionally, some stock 

and a full range of samples should be available in the 

Retail Store. 
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7.   Head Office Sales Department. 

a) Current Activity. 

The Head Office Sales Department   is now operating as 

the Sales Office   : 
- orders  and enquires received  and replies  given 

- liaison with Edisco,  current  distributor of blankets 

- liaison with Mill 

- preparation of Sales Statistics   :  orders,   value, 

deliveries 

- controlling activities of   Retail  Shop 

- Head Office Show Room Sales 

- negotiate  contract sales of  blankets  and  carpets with 

Governmental  Institutions 

- solicits sales for carpets to be used in new buildings, 

contract with Architects measuring and fitting carpets, 

including  delivery 

- contacts   for Sales of Handicraft Yarns 

- investigation of market problems as reported by Edisco 

- controlling movements of  truck  and lorry. 

b) Recommended Activity. 

i.  Sales Administration. 

The Head Office Sales Department  should be  re-styled as 

the Sales Administration activity of Debre  Berhan Wool Factory 

concentrating on total marketing,   i.e.   sales development and dis- 

tribution.     We  recommend that a smaller  Show Room be  retained to 

demonstrate products   to visitors,  as  necessary,  but  that customers 

enquiring  for retail   sales should be  referred to the Retail Shop 

in the City. 
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The activities carried out will be   : 

- receiving  orders sales,  enquiries  from Mercato Depot, 
Retail  Shop, Asmara Warehouse, Wholesale Dealers,  etc. 
Preparing  and issuing appropriate replies, 

- preparing   invoices for all   sales effected, 

- monitoring sales,  deliveries  statistics  by volume and 
value per product type  for each Depot or Dealer Prepa- 
ration of monthly and annual  records  for management, 

- direct management of Mercato Depot and Asmara Warehouse, 

- investigating market     requirements,   problems and compe- 
tition activities» 

- anticipating changes  in demand for all   product types, 

- aggressive selling of all  products to ensure that pro- 
duction departments can operate to target capacities, 

- liaison with Mill concerning revised production pro- 
grammes,   delivery schedules,  customer  problems, 

- instruct  Storeman in Mill  to prepare shipments accor- 
ding to sales requirements,   i.e.  make  up bales of blan- 
ket assortments as required and despatch to Addis Ababa 
according  to Sales Department instructions. 

(Note : Sales Department will prepare  invoices to  accompany each 
shipment received from Mill). 
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ii.     Staffing., 
Salary proposed E.$.   per month 

Sales Manager     1 1100 

Asst. Sales Manager 1 L            500 

Clerk            1 L            200 

Secretary         3 L            200 

Guard            • L             70 

TOTAL i            ! S           2070 

- Estimated Operating, costs * per annum. 

• 
1st Year. 2nd Year. 

Labour - Salaries 24B40 24840 

Rent (1/2 present Accdn) 8000 8000 

Stationery/Phone 5000 5500 

Travel» etc. (see Personal  Travel 

expenses "iv*) 6540 5290 

Visits to wholesale dealers • 13000 

Advertising/Sales Promotion 2500 3000 

Transport (Mill to Addis) ** 18000 18000 

Insurance 3000 3000 

Bad Debt provision 0.5% Turnover) 25000 25'000 

Depreciation 1000 1000 

Miscellaneous 1120 1370 

Total   : 95000 108000 

ft Excluding Transaction Tax. 
ft* Part to be charged to production  for transportation of raw 

materials to Mill   from Addis Ababa. 
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iv.     Analysis  of Personal Travel Expenses. 

These expenses will be incurred principally by the 

Sales Manager   in the  first year,visiting the Mercato Depot and 

Asmara Stores.     The  frequency of  visits will  necessarily be 

greater in the   first months  than   later,   e.g.   it is expected 

that he would  visit ASMARA every  2 weeks for  the first 3 

months and monthly  from then on. 

Travel Costs  to Asmara 1st year =   15  return   flights   :  E.0.3000 

i¿  nights  hotel  + 

taxis 2000 

Total   : 5000 

2nd year « 12 return flights :    2400 

24 nights hotel/tax*s  1350 

Total : „„=1219 

Travel Costs to Mercato Depot. 

Frequency 5  days per week x 52 weeks per year by Sales 
Manager or, in  his absence, by the Assistant Sales Manager. 

« 260 visits at cost of,   day $  4.- per visit • $  1040. 

Travel Costs  to Wholesale Dealers. 

When the decision has been taken to phase  in Wholesale 
Dealers  in selected areas,   during   1976,   regular visits will 
be made to each area.    For the first two months of each 
agent's activity,  he will be visited every 2 weeks but once 
the business  is  running smothly,     these visits can be redu- 
ced to monthly. 
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Considering the  time, which in any case would not be 

until  the second half of 1976,  when  6 agents were visited 

monthly for  1 night's  stay per visit,   the  expenses would 

be at a level of   : 

72 visits  :   return  fare/flight 

hotel/taxis 

Miscellaneous 

Total   : 

E.g.     8,6 40 

3,600 

760 

E.$.   13p00 

Selling carpets/curtains in Addis Ababa. 

5 day,  100 trips  x $ 5.- per trip E.$.      500 

during 1st year   i ASMARA 

MERCATO 

E.$. 5p00 

lp40 

CARPETS 500 

Total   : E.g. 
sssass 

6540 
ssssssssac 

Summary of Travel Expenses. 

during 2nd year: ASMARA }750 

MERCATO \OA0 

WHOLESALE DEALERS 130O0 
i 

CARPETS/CURTAINS etc. 

E.0. 

500 

Total   : 18290 
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Present Operating Costs  per annum based on  the first 

6  months of  1974 * 
Excluding Retail Shop   (Salaries, Rent  and  Services) : 

Labour E.$.     17,600 
Rent 11,000 
Stationery/Phone 3,500 
Advertising/Sales Promotion 1,250 
Transport   (Mill to Addis) 18,000 
Insurance 2,150 
Bad Debt provision 5,400 
Depreciation 2,750 
Handling charges 1,650 
Miscellaneous 1,700 
Edisco  commission 165,000 

Total   : E.0.   230,000 

* Excluding transaction   tax. 

vi.     Tfi^l   «sfci—fcsd ^ratino costs of Pebre  Ber h an Sale» 

Departments with own distribution. 

1st year 2nd year 

Head  Office  Sales Dept.    (iv)     E.$.        95,000 108,000 
Asmara Wholesale Store   (iv)                     33,OO0 33,OO0 
Mercato Depot                                                     59,000 59,000 

Total   : E.g.     185,000 200,000 
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vil. Estimated savings In operating costs to Company in 

first year of own Distribution. 

difference  in the calculated operating cost 

Edisco + present 
selling expenses. 
as detailed above 
(v) 

E.g. 230,000 

Own Distribution 

1st year. 

as detailed above 
(vi) 

E.g.    187,000 
Savingsi   E.g.43,OOO 

Conclusion. 

With   the present volume of blanket  production and the 
restricted outlets during   the first year,   i.e.  Mercato,  Asmara 
and the  Retail Store only,   it  is calculated  that a saving in 
Distribution/Administration costs of E.g.   58,000 will materia- 
lise. 
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vili.      Job Specification. 

Title   : Sales Manager 

Responsible  to  :  Company General Manager 

Responsible  for  : 

1. All sales and marketing  activities of the Company with 

the exception of the retail store in H.S.I.   Addis Ababa. 

2. In order to meet these demands,   the Sales Manager will 

be in  control  of   :   the Head Office Sales Administration; 

the Mercato Depot, 

the Asmara Wholesale Store. 

(The functions of  each of these sectors is  detailed else- 

where  in this report). 

3. The Sales Manager will be responsible for  the day to day 

running of each department,   for the efficient operation 

and discipline    within  the departments and   for budgetary 

control of  these departments. 

4. He will be especially responsible for ensuring  that Target 

Sales  in each area are achieved and will  visit each area, 

as determined,  on a regular basis. 

5. He will ascertain,   through discussions with wholesale 

agents  and own personnel,   and also through contacts with 

dealers  in  the market places and stores,   changes  in mar- 

ket trends concerning product  styles,  colours,   prices, 

demands and activities of competitors.    Monthly  reports 

of market trends will be prepared and submitted  to the 

General Manager for discussion. 
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6. Customer  complaints will be  investigated,    resolved   and 
reported back to the General Manager. 

7. Liaison with Production Departments concerning   : 
°  Delivery Programme requirements 
0  Customer complaints 
°   Product Development/Market  Sampling 
°  Delays in delivery schedules. 

8. Generation of carpet,   curtain,   handicraft yarns and 
apparel   sales to enable carpet  loom and  10 weaving  looms 
to  run at optimum efficiency.     The policy of  positive 
selling  direct to the. end  user for carpets  and,  as  required, 
for  curtains will be the means by which this will be 
achieved. 

9. Liaison,   through the General Manager,  with the Retail Shop 
to ensure adequate stocks of Debre Berhan Production is 
maintained.   (The profitability of the Retail   Store  is the 
responsibility of the General Manager) . 

Where the imported household textiles are to be distribu- 
ted through the Asmara or Mercato Depots or through other 
agents, the Sales Manager will be responsible for distri- 
bution,   at agreed prices,   through the depots. 

10.  Preparation of monthly and  annual  reports of  sales and 
deliveries per product by value and volume according to 
each point of distribution  and also globally. 

Characteristics required of Sales Manager   : 

t   pleasing personality 
:   personal drive 
i   self motivation 
t   ability to relate with people, customers, 

colleagues at all levels 
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:   leadership 
:   confidence in  the Company,   its products and 

his own abilities. 
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8.  Retail and Sales Shop, H.S.I. Addis Ababa. 

a) Present  Situation. 

Purpose  :   The Sales Shop was  set up 12 months ago by Debra 

Berhan as  a retail outlet for  its  production of blankets and 

carpets.     It has operated without  any sales promotion and has 

not  succeeded financially nor  in  terms of volume turnover. 

In our view,  the merchandise as presented has  little appeal 

and the shop needs to be re-vamped or closed down. 

b) Recommendation. 

i«       Complete range of household textiles. 

We propose  that  the shop should be developed as a retail  store 

offering a  complete range of Household Textiles.    The range of 

Debre Berhan products,   blankets,   carpets,  curtain and apparel 

fabrics,  would be supplemented with  imported carpets and curtail 

fabrics outside Debre Berhan's scope and supplemented also by 

complementary household textiles  such as bed-sheets,   pillow- 

cases,   towels,   table linen,   etc... 

The complete range of housrhold textile products will give cha- 

racter and personality to the Store that will  attract the pu- 

blic  to it  and who will buy blankets when they come  to buy 

sheets,   for example,  and vice-versa. 

The quantities of imported goods  should be strictly  limited 

to the minimum required for an attractive product  range and 

according  to experience of turn-over per  item.     The Sales  Shop 

will  also handle  the retail sales now handled by the Head 

Office. 
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ii.  Status. 

The Retail Shop should be established as a separate Sales 

Company with an apart Profit Centre.  The shop should be a 

specific responsibility of the Company's General Manager. 

Merchandise should be purchased from Debre Berhan in the same 

manner as from other suppliers, so that the shop is responsible 

for its own profitability. 

ili. gaffing. 

The present  staffing should be adequate for the increased 

volume turnover proposed,   i.e. 
Monthly Salary E.$, 

Shop Manager 

Sales Girl 

Van Driver 

Guards 

Total   : E.g.610 

1 200 

1 70 

1 200 

2 2   x 70 

lv.     Operational„  Costs. 

The  operational     costs will remain  as at present with the 

exceptions of the van driver and additional guard who are 

currently carried as Head Office charges. 

Operational      costs/annum  i E.g. 

Labour 7,320 

Rents S400 

Services 600 

ft    Van Expenses/Deprec. 5080 

Total   : E.g. 16,400 

ft Where the van is used by the purchasing and other depart- 

ments, part of these expenses and those of the driver should 

be re-allocated. 
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v.  Etflrl MP cQBtps. 

Certain costa will be incurred in setting-up the shop as an 

Household Textiles Retail Store and also in making contact 

with overseas suppliers of merchandise. 

Correspondence with Overseas Suppliers  : E.$.        400.- 

Furnishings for shop 10,000.- 

Provision 600.- 

Total : E.0.11,000.- 

vi. The first priority for the shop is to sell off all the stocks 

of remnants and defective carpeting. Whilst this sale is pro- 

ceeding, the initial contacts with potential suppliers can be 

made with a target date of January 1, 1975 as an opening date. 

We recommend that the carpet remnants be sold at as good a 

price as possible but that Management should not be disappoin- 

ted if only 50% on average of the current normal selling price 

(4 mm. quality at E.$.  25.- per sq.m. and 6 mm. quality at 

E.g. 35.- per sq.m.) are realised. 
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9.   Details on proposed marketing organisation, 

a)  Market Depot   (Mercato) . 

i.       Purpose  : 

To act as   the principal   distribution and wholesaling  depot 

for Debre  Berhan.     It   is  known  that  Edisco distributes   65% 

of all  the  blankets it   handles  from the depot  in Addis  Ababa 

and,   as we  do not propose having wholesalers or agents   ini- 

tially  in  the  immediate  adjacent  towns,   it  is  expected  that 

the Market   Depot will,   when established,   distribute approxima- 

tely  70% of  blanket sales of   production  volume of  300,000 

blankets per annum. 

"•     »Wttti 
Department of  Debre Berhan Sales Organisation. 

iii.   Responsibility  : 

Through the  Sales Manager to the General Manager. 

iv.     Location.: 

Within the  Addis Ababa Market Area   : 

Accommodation for unloading and loading lorries;  bale  storage 
area and racks  for accommodation of blankets,  carpets  and 
curtain and apparel fabrics.    Certain imported items of house- 

hold textiles may also be stocked. 

v.       Timing   t 

The Depot has to be ready to take over the distribution of 
blankets as  from July  1,   1975, when the current Edisco con- 

tract expires. 

We recommend that the  type of building required be studied 
and that the possibilities available in the area be  investi- 
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gated within  the  next  few weeks. 

Contracts  for the rental of the building should be  signed    - 

by May  1975  latest  for the tenancy to commence in  June. 

During  the month of June,   the building has  to be  fitted out 

and the  senior  staff engaged,   so  that  the business   can be 

taken over promptly when the Edisco Contract expires. 

During  the  last  2  weeks of June,   dealers will be  contacted 

to advise them of  the planned change  in distribution. 

(Edisco will have  to be advised of the  termination of their 

contract no  later  than May 31,   1975,   i.e.   1 month's notice), 

vi.     Start-up Costs, 

Provision 

Persuader 
Furnishings/Racking/Counter/Desk, etc.. 

Additional van to help transport goods 
locally 

Provision 

E.g. 

1,500 

1,000 

4,COO 

15,000 

1, SOC- 

Total s 
E.*23,000.- 

vii. MKIM» 

Depot Supervisor/Salesman 

Storekeeper 

Asst. Storekeeper 

Coolies 

Guards 

Truck Driver 

Van Driver 

Truck Driver*• Asst. 

Income/month E.$. 

1 x 500 

1   x 250 

1 x  200 

2 x 60 

2 x 80 

1 x 250 

1 x 220 

1  x  180 

Total   : 10        E.*1»
880

-- 
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vii!. 

Labour 22,560 

Rental of Building 18,000 

Services 1,500 

Truck Expenses/Depreciation 15,000 

Provision 1,940 

Total   : E.£.59,000. 

Note   :  Distribution  costs from depot to customers will be 

payable   by customers. 

ix.    Transportation  : 

The total cost of  the truck has been included in the opera- 
ting costs of the Sales Department and will  be allocated as 
a selling expense.     However,   this truck will  be used for 
transportation of  raw material   to Debre Berhan in addition 
to the delivery of blankets  from the mill  to  the Mercato 
Depot.    A share of  the truck expenses snould be allocated 

to the Production Department. 

It  is envisaged that blankets will be delivered from the 
depot to dealers  in  the immediate locality.     Whenever addi- 
tional  transport  is   required,   a delivery charge will be made 
to the dealer and transport will  probably be by Natraco. 

x.      Carpet fitter  : 

Service to consumer.    To assist  in the consolidation of orders 
in the carpeting and curtain sectors,   the Selling Policy should 
be one that offers consumers in both the Contract and Private 
areas the service of measuring,   making to measure and  fitting. 

VÍÉRNER !!'VH:¡s',':in,c>i*»M 



191. 

Initially,  when the business  is in the embryo stage,   this can 

be handled on a contract basis.    As  the business volume in- 

creases,  the time  to appoint a full  time employee  for this   , 

post can be determined. 

This man would handle orders  received via the Retail  Store 

as well as by the Mercato Depot. 

xi.     Introductory Lines. 

At the same  time as   the marketing operation  from the 

Mercato Depot is begun, we recommend  that the opportunity 

be taken to introduce   2 or 3 new blankets.    This will give 

greater impact to  the  total new approach to distribution. 

Elsewhere  in this report,  under Product Development, 

we have discussed the  need to introduce  2 new designs  in the 

blanket range in order  to retain the position  as market lea- 

ders.     The start-up of  the new Organisation is  a special case 

when  some new designs,   styles and qualities should be intro- 

duced. 

One possibility  is that a somewhat lighter weight 

but a better raised quality be placed onto the market in an 

attempt to break the established myth that a warm blanket 

has necessarily a heavy weight.    The same weaving construc- 

tion could be used. 

If interest  is  generated in this way,  a  sufficient 

impact will be made on  the market to create a demand that will 

be helpful  through the transition period from EDISCO to the 

company distribution system. 
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1-      £M££2£&.: 

To act as wholesale Depot  for  the Asmara area serving  dealers 
with: 

blankets, 
carpets, 
curtains/other fabrics 
other  Imported retail goods. 

II. Status   : 

Department of Debre Berhan Sales Organisation. 

III. RHFonftfrlr 

Through Jales Manager to General Manager. 

Sales Manager will make regular visits, at least 2 x monthly 

initially. 

iv.   THIIIM 
: 

The store should be prepared to take over  the market  in 
Asmara when the Edisco contract expires on  June  30,   1975. 
During April   1975,   or latest May 1975,   the  General Manager shou 
complete his  initial  investigation of the market  to determine   : 

accommodation 
dealers 
personnel interviews 

sales promotion required. 

During June 1975, the General Manager and the Sales Manager 

should visit Asmara t 
- to sign contract for accommodation 

- to introduce Sales Manager to dealers 

- to appoint main personnel 

- to furnish store. 

wt RNER ü wmimoHAi 



193. 

E.g. 

General Manager *  initial visit - flight 200 
accommodation/taxi   (5 nights)360 

:  second visit -  flight 200 
accommodation/taxi   (4  nights)300 

Sales  Manager  :  with the General Manager 

on  his   second  visit   -   fliqht   200 
accommodation/taxi   (4  nights)300 

Sub-total   :   personal  costs 
Furnishings 
Van 
Provision 

Total   t 

vi.     Staffing   : 

Senior Man   :  Store Manager 
Store Keeper 
Van Driver 
Guards 
Coolies 

Total   : 

1560 

3000 

15000 

1440 

E.ß.  21000»- 
SSS33SS 

(income per month-E.0.) 

1 1 x 500 

1 1 x 250 

1 1 x 220 

2 2 x 80 

2 2 x 60 

E.g.1250 

vu- 9BtrtUnq y°trf : Per annum- 

Labour 

Rental of Building 

Services 

Van Costs 

Miscellaneous (local travel) 

Provision 

Total t 

15,000 

12,000 

1,500 

2,000 

1,360 

1,140 

E.$.     33,000-- 
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vili.  Transportation : 

Of goods to Asmara (selling expense to Debre Beiiian) 

at contract price to be negatiated with Natraco : 

Reported freight charge (Addis-Asmara) ^$  9.- per 100 kgm. 

25 blankets weight 65 kgm, so that freight transport cost 

of 39 blankets « $  9.- 
(100 kgm)     Per blanket freight = E.fi.0,23. 

lx* Tmn Saleg,i 

It is  recommended that an agreed volume of production be sold 
through  the Asmara Store.    This volume should be higher than 
the  1973 volume of 32,200 that Edisco has  sold  through his 
Asmara branch.    A reasonable  target  volume would be  50,000 
minimum per annum   (20% of production). 
Carpets and other items   :  positive  selling. 
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*•       TFflrìffpofta^l^ Addiy, Ababa ^Asmara and vfcc-vgrsa,, 

The question of  transportation to Asmara of blankets, 
carpets,   cloth and some  imported goods to be distributed 
through  the Asmara Wholesale Store,and of  imported raw ma- 
terials   from Assab   to Addis Ababa has to be   fully investi- 
gated. 

The two choices  lie between   : 

1. using a transport company under contract: e.g. 

NATRACO, 

or 
2. operating    company truck and trailer  for this  pur- 

pose   (this would mean   investment  in a new truck and 

trailer). 

The round  trip Addis Ababa  - Asmara - Addis Ababa 

(2300 km)   would  take  10 or   11 days  according to the 

time of year     including        loading and unloading 

times. 

The  factors  to be considered are   : 

NATRACO   :-contract price 

-service offered 

¿delivery times 

OWN TRANSPORT   : 

-will one truck  and trailer travelling 

1x2 weeks have sufficient capacity 

for manufactured goods  to be sold  in 

Asmara ? 

-will one truck  and trailer travelling 

1x2 weeks have sufficient capacity for 

raw materials to be transported Assab- 

Addis Ababa?(This is  unlikely and alterna- 

tive transport will have to be arranged 

for the major part of  the incoming  raw 

materials ) . 

-cost/uti 1 isation cons 1 derations. 
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Investment  :   truck and trailer E.$.   60,000 

Annual Costa   : 

Labour  :   Driver   (E.# 450 per month) 5,400 

Driver's  mate E.fJ.200 per Month 2,400 

Living expenses   (E.g.13 per day, 

for driver and mate together) 4,500 

Diesel Fuel   (E.3.0,50 per litre,   5  km/lit. 

74,000 km/year) 

Depreciation  (truck -  5 years +  interest) 

Servicing   (truck) 

Provision 

Total  : 

7,400 

13,200 

2,500 

600 

E.ft. 36,000. 

Conclusion. 

Based principally on the factor of the  relatively small 

share of imported raw materials that   the company truck/trailer 

could transport to Addis Ababa and to  the necessity  for al- 

ternative arrangements to be made for  the larger part of in- 

coming raw materials,  we would recommend  that a  satisfactory 

contract be negotiated   with Natraco  for the total transport 

of goods from Addis Ababa to Asmara and from Assab to 

Addis Ababa. 
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c) Wholesale Dealers in Country Areas. 

We do not envisage that it will be necessary for 

Wholesale Dealers to be appointed in the country areas 

immediately that the distribution and wholesaling activity is 

taken over by Debre Berhan. The information available to us 

has shown that the present volume of sales could be main- 

tained through the Mercato Depot, Asmara Store and Retail 

Shop. 
It is confidently expected that those dealers who are unable 

to buy blankets in their particular localities will make 

their purchases when they come to Addis Ababa for other busi- 

ness purposes. 

When the new distribution system is runnina 

smoothly during the second half of 1975 and the volume of 

production will have been stepped up with productivity impro- 

vements,  the company will be in a position to appoint whole- 

sale dealers in selected areas. 

i.  Areat. 

We would recommend that the areas selected, in order of 

priority, be : 

- Jimma 

- Shashemene 

- Mattu 

- Dese 

- Bahir Dar 

- Dire Dawa 

These 6 areas will give adequate coverage for those parts 

of the country where blankets are used. 
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il.   M>pr9?chj 

The General Manager should travel to the particular centre and 

spend 3 days surveying the area to evaluate the market 

opportunities and a suitable wholesale dealer. 

The General Manager should make a second visit accompanied by th 

Sales Manager to introduce him to the selected wholesaler 

and to visit retail dealers to familiarise themselves with 

the products required and particular market conditions of 

each area. 

For example : Jimma area. 

Initial visit : General Manager - flight      120.- 

3 nights stay and taxis       150.- 

E.$. 

270.- 

Second visit :  General Manager with Sales 

Manager - flight 240.- 

2 nights stay and taxis        200.- 

440.- 

Provision 290.- 

Total : E.*.1,000.- 

These same costs will be incurred in turn for each of 

the 6 areas phased to fit in with the distribution net work 

build up and the market needs. 

The total start-up costs envisaged for the development of 

the Wholesale Dealer network will be E.*.6,000. and will be 

Incurred over a period of time. 

VftRNERi 
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¿v.   gfiltfftten 9f ^9\9n\e Deqlefg h 

The Wholesale Dealer selected for each area will be the - 

one who   : 
- is centrally situated 
- is prepared  to deal only with Debre Berhan blankets 
- has a  reputation  locally for  fairness 
- is  known  to  and  is  known by all   local  dealers 
- will buy blankets  for  his own  account  against 

cash or against bank guarantees. As a less desirable 
alternative, one who will sell blankets on commission 
but only if  adequate bank guarantees are supplied 

- will maintain adequate  stocks of each blanket type 
to meet consumer demands i.e.   who will  re-order  new 
stocks in anticipation  of sales. 

v.       ginlflni of Wholeffa}f PfftfFff. 

The Sales Manager will visit each area on a  regular basis 
to ensure  that each Area Dealer is being adequately served 
by the Mill Deliveries,  that  the Dealer's Orders are on  tar- 
get and  to observe  the local Market Conditions at first  hand. 

Initially,   these  regular visits should be 1  x per 2 weeks 
but, eventually,   the  frequency  can be  reduced to 1 x per month, 

Head Office Sales Department will monitor all orders  and 
deliveries made to each area per product type ( so that the 
state of  each Area Market can be studied continuously and 
delays in honouring orders can be followed up. 

VÍt RN E R It JlTERNAYiOWAL 
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10. Product Development. 

Continuous product development is the basis of a healthy 

company.  It has the dual advantage : 

- bringing new products into the market which will 

enable the comnany to retain its position as a 

leader in the various fields. 

- will contribute to the ever-increasing efficiency 

of the production units who will be involved with 

working with new designs and materials and will not 

become bogged down with always producing the same 

items. 

Product Development should be restricted to the introduction 

of one or two new designs per product group twice a year. 

To have more innovations is too expensive in terms of time 

of manpower and machines and also in yarns.  Additionally, 

it will be too disruptive to  the normal production-selling 

lines and could develop to a stage where dealers are holding 

back with buying as they expect many new designs at too fre- 

quent intervals. 

At the same time, *fc should be reckoned that the competitors 

will not be standing still» *f their product changes 

e.g. designs, colour, prices, presentation, blanket trim- 

ling, etc...,  have an adverse effect on Debre Berhan sales, 

then the company will obviously have to respond. 

The Sales Department should pick up information on the ac- 

tivities of competitors on a continuing basis and relay this 

to management. 

For example, it could happen that demand for blankets shows 

a turn-down because of a poor harvest and the 1805 F is not 

wfeRNER n r/iRN/moNAi. 
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selling as well the Lazaríais quality,  which  is  in any case, 
slightly cheaper,     the reason could be that Lazaridis has a 
more attractice trimming with a zig-zag sewing  to hold  it 
flat and,   additionally,   the   trimming   is on all   4   edges of 
the blanket.     The  trimming may  then  need to be modified  and 
the blanket  trimmed on all 4  sides  in order to  increase  its 

appeal. 
This will,  of course,  have to be played by ear.     Response 
must be made  to the dictates of the market. 

Elsewhere,   in this report,   Introductory Lines,   section 
9,   xi,  we have recommended that some  special  new  lines be 
developed to generate special  interest in Debre Berhan blan- 
kets that will help the company through the transition stage 

when takinq over the complete distribution operations. 
If an impact  can be made on the market at this  special   time, 
dealers will  seek out Debre Berhan     in order to get supplies, 
so that the hard work of chasing dealers will  be reduced. 

As part of Product. Development,  we would recommend that 
new designs  and styles be discussed with selected and res- 
pected dealers,   in advance of going  into production.     In this 
way the company will  initially benefit  from their advice and 
recommendations and,  secondly,   their  interest will be genera- 
ted in advance of production and they will help to get  new 

lines off the ground. 

VÍxRNER irmmoonoHAi. 
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H« Exports. 

There is prestige to be earned for a company that exports - 

but often very little money. 

We do not recommend that the export market be entered at th( 

present time for the following reasons : 

- The Home Market is not being tuliy satisfied and it is ir 

the company's interest toexploit this fully before moving 

into other markets, 

- it is unlikely that the profit margins in the Export 

Markets will be as high as those in the Home Market 

- to develop an Export Market requires that the sales personnel 

investigate the market and build up the business at great 

expense, or you work with an Agent or directly with a 

Wholesaler in the other Country.  In any case, the sel- 

ling expenses per unit sold are going to be higher, 

- competition in that market will be stronger than at home, 

- transportation, which in any case is problematical within 

the country, will be more difficult to distribute to the 

borders and beyond, 

- the additional demands on management are burdens they 

should not be asked to carry at this time and no increase 

in mangement staff is justified for the relatively small 

export trade that would be found. Management's time can 

be fully and usefully utilised in increasing Mill 

Efficiency and Home Market Sales. 

At the same time, we do not suggest that any or all enqui- 

ries for Export Sales should be ignored. Any enquiry recei- 

ved is an opportunity    to build up a library for future 

reference. 

WtRNER hnCERNAYIONAf. 
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The information should be  recorded under the headings of  : 

Export Market 
Contact's name 
Market  size 
Size of enquiry/frequency of orders/buying cycles 
Delivery times  required 
Designs/colours 
Constructions 
Sizes 
Prices. 

If an enquiry is found to be particularly interesting 
from a price and/or available stock point of view,     the sales 
opportunity  should be examined closely.     However,   there is 
always    the chance an export order may demand a  large slice 
of the capacity which,in honouring the export order,   requires 
that the home  trade be neglected.    The  following year large 
export orders may not be repeated and   it may be difficult to 
become    re-established in your home market.    Alternatively, 
the export  account may  force the prices to be  lowered to below 
cost and since there  is no other market for the production,   the 

order must be taken. 

Method of Tackling an Export Market. 

At some  future date,   the company could be in a position 
to tackle  the export market in one of  the neighbouring coun- 
tries.    We  recommend the  following procedure  : 

- select  the particular market to be entered, 
- the  sales personnel  should spend some time  in that 

market  to evaluate it. 

Identify the following points   : 

.  demand,   volume,  price,  quality,   range. 

.   local   suppliers,  names,  capacity,  performance, 

price,   quality,  delivery times. 
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. Importen,  number,   names,  prices, 

. import  regulations, 

. distribution channels, 

. wholesaling  facilities  required. 

We would advise that large orders are never taken with one 
client  as  this  : 

- ties up too much capacity, 
- orders  running for   long  periods on  contract prices 

can lose money if  raw material  prices increase, 
- a commitment of a   large  proportion  of the capacity 

to any one client  could  result  in a  drastic situation 
if cancellation occurred or extremely low prices were 
forced  for future  contracts. 

We are  firmly convinced that  the export  market must be deve- 
loped by the company. 

WtRNER llrfYIRNXnONAI. 
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12.     Marketing Division  t  Recommended Timetable for Action. 

Year Month Detail. 

WFÄ 

1975 

1976 

Oct. 

Nov. 

Jan. 

Feb. 

Mar. 

Apr. 

May 

June 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Jan. 

Feb. 

Mar. 

Apr. 

May. 

June 

July 

Aug. 

Sept. 

Oct. 

Nov. 

Dec. 

Dispose of existing carpet stocks and institute 

new production policy. 

Preliminary  studies  for Mercato  and Asmara Markets. 

Select buildings  for Mercato Depot and Asmara 
Wholesale Store 

Advise Edisco officially that distribution contract 
will not be  renewed. 

Appoint  and  train Mercato/Asmara  staff.     Furnish 
buildings.     Introduce new blanket styles/designs. 

Commence own distribution. 

Phased appointments of wholesale agents in 
6 country areas. 

Market other fabrics  t curtains and skirt fabrics, 

vftRNER, nmiwioHA?. 
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VI. ADMINISTRATION/COST ACCOUNTING. 

1. Organisation Structure. 

The present and proposed organisation structures are 

illustrated on the following organograms. 

ORGANOGRAM OF THE TOP ECHELON ORGANISATION STRUCTURE. 

BOARD OF   DIRECT. 

GENERAL  MANAGER. 

1 
FACTORY      MANAGER 

Marketing. 

Administration 

Finance 

VÍtRNER » niRHwiciw. 
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c) Reasons for recommended changes. 

The only major change is to move the Raw Material 

Store Chief and his assistant and labourer in Debré Berhan 

Wool Factory from the stores section and place them under the 

direction of the Material Preparation Mill.  This change has 

already been mentioned in the reorganisation proposal in the 

manufacturing section of this report.  The raw material stores 

are part and parcel of the Material Preparation Mill and as 

such should come under the control of the head of this mill. 

d) Remarks on organisation structure. 

The organisation structure of the Mill Office and 

the Head Office is not according to prescribed classic organisa- 

tion. However, it is quite properly organised to suit the spe- 

cific circumstances of Debré Berhan Wool Factory. The company 

is not large and the general manager is directly involved in 

- labour relations, 

- marketing, 

- raw material, 

- all purchasing. 

Consequently, to have all these departments reporting 

to him is, in this case, quite correct. 

2. The effectiveness of management. 

The following comments on management embody all 

divisions of the company. 

vftRNER IHÏiCIMAÏlOIMAÎ. 
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We reiterate information given in the interim 

report that during the past 18 months there have been the 

following improvements : 

- personnel changes, replacement with 

more competent personnel, 

- increase in volume of sales, 

- operating improvement from a drastic 

loss picture to a recent profit picture, 

- the entire large quantity of blankets 

inventory sold, 

- production increase, 

- bank overdraft reduced. 

Clearly,   the management of the company has been 

exceedingly effective. 

As  regards the individuals,   the following comments 

are made  i 

General Manager. 

A competent intelligent  individual with an under- 
standing of  finance and a flair for marketing. 

Factory     Manager. 

A competent technical man who has unusual mechani- 
cal ability and a thorough understanding of the manufacturing 
processes and requirements. 

The combination of these two gentlemen makes an 

unusually well balanced team. 

VftRNER itmpjuoriONAJ. 
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Sale» Supervisor. 

This  gentleman  Is relatively new to the company. 
He does  not appear to be a dynamic marketing type which 
would be most desirable for Debré Berhan. 

Due to the fact  that the Managing Director plays 
the major part  of determining the marketing strategy and 
does the direct dealing himself with   "EDISCO",   the Sales 
Supervisor may have  felt somewhat restricted in  this ac- 
tivities.       H>wever,  he will now be given a specific task of 
selling  carpets and if he  does not succeed to sell a large 
volume of this  inventory within one month,  we recommend that 
a replacement be considered. 

Financial Manager. 

This gentleman is very new  to the company and is 
replacing a man of particular competence.    Fortunately,  he 
appears  to have the competence and understanding of his work. 
It is anticipated that he will do a commendable  job. 

Personnel Officer. 

This  individual  appears to be extremely well quali- 
fied for his position.    The organisation of his work is com- 
mendable. 

Office Manager at Pebre Berhan Wool Factory. 

This gentleman also appears  to be quite competent. 

V0Í RNERINTWHAHONAIL 
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Assistant    Factory. Manager. 

This gentleman although in a technical position 
is new to textiles. However, his background of mechanical 
engineering should suit him very well in his work. He ap- 
pears to have both the ability and the desire and drive to 
become a capable and qualified factory manager. He re- 
quires additional  training. 

Altogether the management group of Debre Berhan 
Wool Factory form a good progressive team. 

3.  Management reports, 

a)  Present reports, 

ports. 

The general manager receives the following major re- 

i) Sales Reportv 

This multi-page report is compiled monthly and 

shows the following information : 

- Comparison of planned and actual sales in summary 

form, 

- Comparison of sales during the month in quantity 

and value, 

- Finished goods inventory - The inventory in 

Debré Berhan Wool Factory which is a physical 

inventory and the inventory at "SDISCO" which is 

a perpetual record. 

VÍÍRNER lüríiRM/snoHAi. 
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ii)   "EDISCO"  sales by region  report - The 
region type of goods sold  and the per- 
centage of sales by region  are shown, 

iii)   "EDISCO"  sales report on  a   10-day period 
(3  times  per month)   basis.     The volume 
and value of  sales  is shown. 

iv)   Cost Distribution Report  and Product 
Cost Report. 

- An extremely detailed multi-paged cost 
distribution report and product cost  re- 
port  is  submitted.     Further discussion  of 
this report will be made   in the section 
"Analysis of Cost System". 

v)     Production Reports. 

- A production report is  submitted weekly 
showing daily production, 

excise  tax paid, 
total   finished goods production 
for the week. 

vi)  Raw Material Report. 

- A very comprehensive picture of the raw 

material on order and in transit is com- 

pleted monthly. This is an excellent 

report. 

»0fcRNER EMrniHxnoMAL 
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vii) Cash on Hand. 

- Daily cash position is shown to the 

General Manager each day.  No formal 

report is summarized. 

vili) Sales Plan. 

- There is a sales plan which is made pe- 

riodically.  It is recommended that this 

plan be converted to a graph and additions 

to the graph be made monthly which would 

show the plan for the year comparative to 

the actual sales accumulated during the 

year. 

Attached is an illustration of this graph. 

ix) Personnel Report. 

- A comprehensive personnel report is sub- 

mitted monthly giving : 

- general information, 

- disciplinary action which has been 

taken, 

- a list of the medical expenses paid, 

- sick leave, 

- patients at the clinic in the factory. 

- The total number of employees by department 

are summarized on this report. 
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x)  Transport. 

- The  transport  activities are chronologically 

noted. 

xi)  Overdue Account Report. 

- This   report is   issued twice  per  month.     Due 
to  the  fact that  "EDISCO"  handle virtually 
all  of   the sales  of  the blankets,  the over- 
due  account  report,which  comprises all 
other  sales,   is not  large. 

b)  Recommended changea  to Management Reports. 

i)   Sales Report. 

The sales reports are quite good.     It   is recommended 
that on  the comparison of planned and actual  sales 
summary  that a comulated year to date  figure be added. 

ii)   Comparison of sales during the month by quantity and 

value. 

It is recommended that cumulated year to date 

figure be added. 

ill)   Overdue Account Report. 

It is recommended that this report be broken into 

three columns   : 

Up to 30 days 30 to 60 days 60 days and over. 
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iv)  Cost Distribution Report. 

This  report should be greatly condensed   (see  Standard 

Cost Accounting Section) 

v)   Product  Cost Report. 

It is recommended that this report be replaced by a 

new standard Product Cost Report (see Standard Cost 

Accounting Section) . 

c.   Recommended New Management Reports. 

i)   Raw Material Graphs. 

It is  recommended that a Raw Material Report  in  graph 

form be  drawn up as  per the  illustration attached. 

This  report would show the inventory in the plant and 

the amount received  during each month.     The average 

price of   the material  received would be shown.     There 

would be  one of these  reports  for each product  line 

where necessary. 

ii)  Waste  Report. 

It is  recommended that a Waste Report be instituted 

in the Standard Department of the mill and that a copy 

of this  report be submitted to the   : 

- General  Manager, 

- Factory       Manager, 

- Assistant    Factory    Manager, 

- Financial Manager, 

vftRNERi .IHTERiUnOMAl. 
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- Spinning Department Supervisor   (a section 
applicable   to spinning), 

- Weaving and Finishing   Supervisors   (a sec- 
tion  applicable   to weaving and   finishing) 

A design of  this   report   is  shown   in the  Standard Depart- 

ment   chapter, 
iii)   Production. 

A Production Reconciliation   Report has been   designed 
for management,   and is   recommended to be put   into ope- 
ration.    This report should be submitted  to   the  : 

- General Manager, 
- Factory       Manager, 
- Assistant   Factory      Manager, 

- Financial  Manager. 

Attached is a draft of  the suggested report. 

The purpose of this report  is to provide management 
with  an overview of the balance of production.    It 
purports to show the quantity of material  entering  the 
plant,  the production  at each stage, the waste made  at 
each  stage  and the final production out of   the plant. 
The  combination of these figures  should balance. 
Clearly,   there will be  a fluctuation from month to 
month.    However,   after a period of a few months the 
balance should start  to show and   if    a    balance doe« 
not  show then the recorded    figures are wrong or the 
waste recording  is wrong or  some calculation is not 
correct.     It is an excellent report which  simplifies 
the overall view and control    of  the production of  the 

plant. 
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iv)   Budget Controla. 

Budget controla do not at present  exist because 
there  is  no  standard  costing which has been   set up. 
When standard costing comes into being  it  is essen- 
tial   that budgets be established   for all expenses 
and  the  actual  be compared with   the  standard monthly. 
A review and the establishment of budgetary  controla 
for overhead expensea will be reviewed in the    Standard 

Cost  System chapter. 

vftRNER HÌIIfiM.-inC'l'AI1. 
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4.  Administration - Reports * Records. 

a)   Present Reports. 
They are numerous reports in che nil is and between the mills 

and administration.  Nearly all of these adequately serve 

their purpose.  In general the reports and records are good. 

The most Important are as follows : 

i) Payroll Report. 

The Payroll Report as presently constituted is quite 

adequate. 

The Summary Report in particular is very useful. 

ii) Production Reports. 

The production reports from each department are quite 

adequate. 

ill) Input to Procesa Reports. 

These reports are also quite well designed and adequate 

for the purpose. 

iv) Waste Records. 

These records are good and will be put to beneficial use 

through the new Standards Department. 

v) Finished Goods Report. 

This report is adequate for the purpose. 

VftERNER mromonioMAf 
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vi) Invqtory Records of Supplies. 

An adequate system of recording of all items in inven- 

tory is in operation.  The glaring weakness of the system 

is that although there is an item on the cards where mini- 

mum quantities can be marked there are no minimum quanti- 

ties inserted.  The result is that the store-keeper must 

use his own judgment on all items and report to the super- 

visors when he feels that the quantities are low. 

vii) Finished Goods Record of Inventory. 

The method of maintaining this record is satisfactory. 

vili) Raw Material Inventory. 

The method and records are satisfactory. 

ix) Consignment Delivery Note. 

This record is not an invoice, it refers to the delivery 

of blankets to Edisço. 

It has been recommended that the number on the order- 

form requesting delivery be made, be written on the con- 

signment delivery note so that a cross reference could be 

made against all orders issued by the head-office and the 

deliveries made.  This is in operation now. 

x) Credit Invoices and Cash Invoices. 

The design of these forms is quite satisfactory and they 

adequately serve their purpose. 
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xl) Personnel Reports. 

There are a number of Personnel Reports and Records. 

This groups of reports and records is singled out for 

commendation.  They are excellent.  The graphs show at 

a glance some important personnel data such as percent 

absenteeism. 
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b) Recommendations. 

i)      Payj-oil, Salarles and Production Reports. 

It is recommended that all production and payrolls be 

established on a two week basis instead of monthly and semi- 

monthly. All staff employees also to be paid every two weeks. 

The basis reasons are that all production calculations 

can readily be made on a weekly or forthnightly basis. The com- 

parisons each two weeks are simplified and there is no diffe- 

rence in the pay periods which anyone can distort into being 

discrimination.  It has been expressed that some employees do 

not feel they are "part of the company" because they are paid 

semi-monthly and not monthly.  Regular payment every two weeks 

is better for the community.  In most companies the employees 

prefer to be paid weekly. 

ii) Supply Records - Perpetual inventories are maintained 

of each item in stock. The forms have been properly designed 

and contain the item "minimum quantity". This very important 

item is not utilised, the store-keeper is required to use his 

own judgment as to when he should advise management that addi- 

tional supplies should be ordered. 

To inscribe the correct inventory minimums will take con* 

slderable effort and decision making.  However, the effort will 

pay many dividends. 

It is recommended that a person be assigned the task of 

examining each type of supply item, review the historical volume 

and estimate the required minimum. On a regular routine basis 

these items would be reviewed by the General Manager, the Tech • 

nical Manager, the Assistant Technical Manager and the minimum 

requirement established.  Such a programme would require the 

attention of one man for a period of approximately six months. 
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ili)   Personnel Hiring. 

It  is  recommended that all  employees  be given a test 
for  eyesight and a test  for manual dexterity.     Neither test need 
be elaborate.     These tests will eliminate many  employees  from 
being  improperly  located on  jobs which require  good eyesight 
and dexterity such as spinners and weavers. 

Placing of pins  into holes  and threading of needles 
are excellent  tests.     Suchtest boards can be built by  the machine 

shop. 
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5.   Financial Analysis. 

The   finances of  the company were analysed.     A reputa- 
ble accounting  firm has  audited the books annually  and conse- 
quently  the   records are   in proper order.     There  Is  no change 
recommended   in  the presentation of   the   financial  results of 
the company. 

A review of the  financial   results reveals  that appro- 
ximately 4  years  after  the  company  came   into existence that 
either a break-even or a modest profit was achieved  for a  few 
month.     During  the year July   1st  1967  to June   30th   1968  the 
company  lost   37.851.- E.g. The previous  year the  loss was 
255.124.- E.g. 

Moreover,   at   this  particular year  the overdraft was  520.038.   E.g. 
and the sales had reached almost 2  million Dollars.     However, 
the inventory had risen  to over 4OO.000.- E.g.,  which of course 
was not a healthy sign. 
During the subsequent year,   there were major personnel changes 
and the company went into decline. 

Since  the  arrival of  the new management   in   1973,   and 
the numerous  personnel changes,  the entire picture of the com- 
pany has changed.     Naturally,   these changes have not come about 
within a very short period and have  taken a number of months 
to manifest   the improvement  financially.     The  final  report of 
1974  is not yet completed«However there are some particularly 
encouraging   figures which can be quoted.    The  total  inventory 
has been reduced from 1.455.688.-  to approximately 400.000.- E.g. 
The majority of these 400.OOO.- E.g.   is carpets. 

Sales have ballooned to over  4 million E.g.from less than 2,5 Mill 
in  1973.    The overdraft has been reduced from over 2 million 
Dollars to less than 1 million Dollars. 
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a) Working Capital. 

The major conclusion on the financial analysis is that 

the management has proven that they can operate this company 

successfully and it is now essential that they obtain sufficient 

working capital to capitalize upon their ability.  The working 

capital is clearly insufficient as will be shown in various por- 

tions of this report.  The main capital requirements are in raw 

material, - (waste purchase), and dyestuffs.  Also spare parts 

and replacement parts for the equipment are absolutely essential 

for the efficient running of the mills. 

b) Overdraft interest Rate. 

The   interest  rate  is  at 9,5%  which  at June   1974  meant 
a  financial  burden of approximately  90.OO0.-  E.$.  and at the 
present moment - at the end of September  -  is approximately 
75.00O.- E.JS.       Additional working  capital  could, of  course, 
reduce  the overdraft and thereby convert  that  interest  into 

profit. 

c) Inventory  levels. 

i)   Finished goods. 

The inventory level of finished goods at present is 
too high in carpets. Inventory level of blankets is pheno- 

menally low. 

A major point requiring management attention is 
the reduction of the very high inventory on carpets. 

This subject has been discussed with management and 
management are planning  to institute a campaign of very active 
selling to commercial outlets of carpets. 
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Such activity  was not put   into  action before due  to local 
circumstances  and the uncertainty of  the market. 

We highly endorse   this   action  and   advise  that   the  lar- 
ge  inventory of carpets be  sold at reduced   prices.    The  com- 
pany is  at present  producing  on  a long  term contract and during 
this period all of  the inventory of carpets  should be   liquida- 
ted.    We estimate  that the  average price which will be   obtained 
from the  inventory will be  about 50%  of   its  current value.     This 
will mean that  the year ending  June   1975  will have to  absorb 
the loss of  approximately   200.OO0.-  E.g.   in  reduction   in  inven- 
tory price.     However,  this   loss   is one which will  not   affect 
the cash flow  and will in   fact  greatly   improve it.     Furthermore, 
it will  provide working  capital which   is   sorely needed   in  this 

company. 

ii)   Primary Raw Material. 

Inventory  levels  of  the raw material are very   low. 
The actual inventory of  raw materials  is  not sufficient  for 
the type of operation in which  Debré  Berhan Wool  Factory is 
involved.    The type of production requires   a blend of many 
types of waste raw material.     In order to   achieve the  proper 
blend,   the raw material must be carefully   selected.     It  is 
very easy to have an adequate  supply of one type and an  in- 
sufficient supply of a balancing type.     Three months supply 
might appear   to be adequate but in truth  because of the wide 
variation of  types and the uncertainty of   shipments of  goods, 
there is insufficient volume  from which  to   readily draw a 
blend which  is suitable  for the production.    The consequence 
of this  is that a  large portion of the  time of the technical 
management of  the mills   is absorbed in selecting raw material 
which will provide an adequate or a workable blend throughout 
the plant.     At the moment   it  is quite  impossible to plan even 
two days in  advance the blends which will   be put  into  the 
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plants.     With  an additional two months  supply on the floor, 

minimum,   the blends  entering the plant will   be much more 

uniform,   the operations of  the plant will be  more consistent, 

the quality will be  more  uniform,   the  operations of the  proces- 

ses will  be greatly   improved and management   will  be able   to 

plan for  one  full week  in  advance and will  be  relieved of  a 

time consuming  task,   iManagement will  then be  able  to apply 

more time onto other  urgent problems. 

ili)   Dyestuffs. 

The management have learned that the  market demands co- 

lored goods.     Consequently the demand   for dyestuffs has   in- 

creased  tremendously over the previous  year. 
The present supply of dyestuffs   is absolutely  insufficient. 

Due to the very long  delivery time of  dyestuffs  in small quan- 

tities,   it is  essential  that Debré Berhan buy dyestuffs   for a 

minimum  requirement  of 6  months  at a  time and should maintain 

an inventory  from six months to one year on  hand.     Dyestuffs 

are very expensive  and this requires a considerable increase 

in working capital. 
At present it  is virtually  impossible  to plan ahead on the 

utilisation of dyestuffs.     It has to be done on a day to day 

basis.     This occupies an  undue attention of  management which 

could well be applied in other parts  of the  enterpise. 

iv)   Replacement parts. 

The replacement parts in the plant  on the operating 

machinery is much too low.    Items which are   in daily use and 

replacement such as bobbins, shuttles,   spools, are much too 

low.    This leads to  inefficiency, waste of   time in trying to 

obtain  the parts from the stores and costly running con- 

ditions. 
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Following  are some examples of the losses which are  in- 
curred due  to the  lack of proper supplies and  inadequate 
supplies. 

- Condensor bobbins. 

There are insufficient condensor bobbins. From time 
to time cards must be stopped in order to wait for condensor 
bobbins to be run out on the spinning frame in order to re- 
start up the carding. This is a loss in efficiency and pro- 
duction on the cards. Ultimately, this loss is reflected 
onto the spinning. Some of these condensor bobbins are vir- 
tually irreparable and are in very bad condition. This cau- 
ses additional waste which  again adds  to the  cost of operation. 

- Spinning bobbins. 

Many of  the bobbins  are  in very bad condition.     With 
continual  usage some of  them slip too  far down on  the spindle 
and consequently sit  too  low on the spindle.     This means  that 
the  lift of the spinning  frame must be limited to accommo- 
date the  low sitting  top of  these bobbins.     This means exces- 
sive doffing on  the spinning frame,   lower efficiency on  the 
spinning,   smaller package  size which means  in  turn  smaller 
supply package to the  cops winding and overall  increase  in 
cost.     In  addition,   it affects the quality in  asjnuch-as 
there are  additional  knots  unnecessarily put  into   the product. 

- Weaving. 

Shuttles.    There are insufficient shuttles.    The 
looms are hand-change-type  looms.     It  is    necessary for the 
weaver to prepare a shuttle to replace one which is run out. 
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When  a loom is operating with  three colours  in  the loom 
there  are  three shuttles with  three different colours  ope- 
rating on  the looms simultaneously.    When  each  shuttle runs 
out   there  should be another  shuttle prepared of  the  same 
colour  to  immediately  replace  the  run-out  shuttle.     This   is 
not  the case since there are  not sufficient shuttles.     Very 
frequently   there   is only one  additional  shuttle with which 
a weaver can work.     From time  to time the weaver prepares  a 
colour for  replacement which   is the wrong colour.    The  re- 
sult   is he  must   replace  the  cops   into the  shuttle which cau- 
ses   additional waste and additional consumption of  time. 

- Carpet Loom Shuttles. 

The above remarks apply to the carpet loom. On this 
loom the lost time due to the lack of extra shuttles is even 

greater. 

6.  Purchasing. 

The purchasing .is separated into  foreign purchasing 
and domestic purchasing.    The  foreign purchasing relates 
mainly to  raw material  and supply parts   for the equipment. 
All  purchases are approved by the General Manager. 

a   )   Purchasing - Local. 

Most purchases  are done on a cash basis.    The records 
are  adequate for  the operation.     The A/P  ledger is  not large 
since not many items are purchased on credit. 
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°)    Purchasing -  Foreign. 

Most purchases are done on a   letter of credit 
basis. 

i. Primary Raw  Material. 

The primary   raw material  for  spinning comprises   appro- 
ximately 33%  of the   selling price. 
The purchased yarns,   dyestuffs and chemicals,  other secondary 
raw materials  used   in  blanket making-up  comprise  an additional 
7%. 
The present method of purchasing is as   follows  : 

- the Factory Manager examines   the   inventory position 
and the requirements.     He writes out   requisitions  for each 
type of  raw materials. 

- the General  Manager receives   the   requisition   and 
reviews  the requirements with the Factory  Manager. 

- the General  Manager,  after  giving  consideration to 
the company  financial  position,  places  purchasing orders with 
the respective suppliers. 
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the  raw material  position is controlled by a 

monthly  report  showing the  delivery position  of each pur- 
chase order and a perputual   inventory at  the mill.     The quan- 
tities  received  and  the amount put  into work   are of  course 

recorded. 

The General Manager has also a good overview  and  control  on 

the primary raw material. 
The secondary  raw material   is also controlled by  the General 
Manager but not   in as detailed    *  manner as   the primary. 

Recommendations. 

The method of primary raw material  is  adequate.     It is 
recommended that the graphs  referred to in the management 

reports be put  into operation. 

Sources. 

Primary raw material supplied by UK   for type of material 

used this  is  the best source. 
Recommended,  developing another source,  e.g.   Belgium for  lo-15% 
of  requirements as  insurance against strikes   in UK. 

ii'Yarns. 

At present,   these are not specified and sometimes a 
different yarn number is  received.    It is recommended that yarns 
should be specified  in more detail.   Eg.  blankets  use both 16's 

and 21's. 

iii. Dyestuffs. 

These  are supplied by Switzerland and East Block Countrie: 

The purchasing of low cost dyestuffs  from East Block sources 
should be persued since this element of cost  is very high.    It 
can vary between 2  and 4%  of the total cost.     In   this  regard, 
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no substitutes should be purchased without prior review by 
both  the   Factory     Manager and the General Manager since the • 
fastness of  the dyestuffs may have an adverse  effect.    The 
General Manager   is  in   the position  to evaluate  both  the effect 
on the market and the  financial  implications. 

iv. Ribbon. 

Is  purchased from Japan. 
Other sources  should be examined,   Italian sources may 

be lower cost.     However,  the  combination of price and reliability 
of delivery may not be  improved. 

Recommend trials be made on warp knit   fabric which  is 
slit  to the required width. 

v. Recommendation * 

There are two clerical staff members maintaining 
the records relating  to purchasing,  one  for domestic,  one 

for  foreign purchases. 

The total work can be done by one person. 
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7.  Break-even point and Profit Potential Calculations. 

As part of  the  corporate analysis  it was  essential 
to determine as early and  as rapidly as possible  if the  com- 
pany with its present price  structure  could be profitable or 
could   reach a break-even   point.     Consequently a calculation 
was made based on certain   assumptions  and which embodied  all 

costs. 

The result of this  calculation showed that  the  current 
volume,    (i.e.  August  1974),   at  the current  selling prices would 
produce  a profit picture.     Furthermore a break-even point 
could be reached at  approximately 18.500 blankets  of quality 

1805   per month. 

The calculations  were based on the  following assump- 

tions   x 

i) the labour and social  costs and salaries  of the month 

of July 1974 were   selected. 
The reason  for selecting these was because a new in- 
crease in wages  had been applied prior to  that month 
and in addition   some back pay adjustments were also 
included.    Consequently,  the current and  immediate 
future wages would not exceed this  figure. 

11) the production basis of July was selected to correspond 
to the wages of   that month. 

ili) it was assumed that all production would be on qua- 
lity 1805 and nothing on any other product. 
The conversion of  the carpet production and other 
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blanket  production  during  the month of July  to 

quality  1805  was estimated.    This figure was taken 

as a conservative production of  22.000 blankets. 

iv) Raw Material  Costs.     The  average cost  of raw mate- 

rial was calculated on a  basis   of  the   landed cost  of 

material  at  Debré  Berhan  during  the  previous three 

month.     This   figure amounted to  E$.   1.66 

v) the other raw material costs such as  purchased yarn, 

ribbon,   were   taken  at the  most   recent  price quotation 

values. 

vi) Dyestuffs.    Since dyestuffs are  becoming a very impor- 

tant part of the cost, a very high estimate of the  cost 

of raw material was made.     This  estimate was at the 

value  of  12.000.-  E.JÏ.  per month.     This figure exceeds 

the estimate  made  later  in the   study. 

vii) the general  and administration  and manufacturing  costs 

were  taken on  the  basis  of the   first   six months of   1967. 

Where  the costs were related directly  to production, 

these  costs  were inreased by an  increment of 25%. 

viii)      bank charges were  taken on the  basis  of one million 

Ethiopian Dollars overdraft at  9,5%.     The actual  over- 

draft  as of  September was  approximately E.0.  800.OOO.- 

ix) the selling  price was taken as   17 £$  per blanket. 

This is  the actual  selling price and management  is 

contemplating  increasing  this   figure. 
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The calculation was purposely designed to determine whether 
or not the  company had a positive or negative cash flow. 

The  depreciation was then deducted  to determine   if  there 

was  a profit or  loss. 

The calculation revealed that the company,   strictly 
on an operating basis,   should be making approximately 

337.OOO.-  E.$.   per annum. 

Calculations were  than made to attempt  to determine 
the approximate break-even point.     The following assumptions 

were made   : 

i) the  volume of sales  and production was  reduced by 
20%.     The corresponding costs were reduced on a 
purely assumed basis where necessary and on a calcu- 
lated basis where applicable   (for example   :  Excise 

tax) . 

ii) the result of this calculation showed  that a 20% 
drop in production to  17.600 blankets  per month 
would mean an estimated loss per annum of approxi- 
mately  122.000.- Ethopian Dollars). 

iii) placing the two calculations on a graph  it was de- 
termined that the break-even point would be at appro« 

ximately  18.500 blankets. 

All of the calculations relating to the estimated 
break-even point and profit potential calculations are in- 

cluded in appendix A of this  report. 
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From these calculations it became manifestly clear 
that Debre Berhan could be an attractively  profitable ope- 
ration  in the   future provided the basic  recommendations given 

in this  report were  carried out. 

It  is   important  to recognize that   the company  is pro- 
ducing  a  number of  qualities of blankets   and two qualities  of 
carpet.     The  calculations   referred to above  proved  that  if 
only one  quality,   the major volume  item   1805,  was produced 
that  the  company would make a profit.     Consequently,   it  is 
necessary  for management  to compare carefully the advantages 
of producing any type of quality other than  the one major qua- 
lity at   the  present  time.     The present market demand will  ab- 
sorb the  full production of the plant on quality 1805.  Conse- 
quently,   if any other type of production   is made it must be 
made on  the basis of either equal return  on  investment,  better 

return on investment,  or other reasons. 

Following  is a copy of the break-even graph shown  in 

appendix  MA". 
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8. Analysis of Cost System. 

- Cost Structure,  Costing System and Controls. 

Prior  to the   fall of  1973  there was   no proper  costing 
system established whatever.     Since  that period a historical 
cost system has been  installed which  is most commendable.  The 
system however  is very detailed. 

- Recommended Standard Cost System. 

It is recommended that this system be replaced by a 
more simple "Standard Cost System" (see chapter on Standard 

Cost System) . 

9*    Relationship of Costs to Prices. 

- Product Costing. 

Product costing was developed for  the first time on 
a historical basis  along with the cost accounting system, 
which was developed during the  past year.     This system provi- 
ded management with sufficient   information  to determine the 
degree of profitability in each  product.     It has been  very 

helpful. 

- Recommendation -    Standard Product Costing. 

It is recommended that  the system be replaced by a 
more simple "Standard Cost System"   (see chapter on Standard 

Cost System). 
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10. Analysis of Premium Payment System. 

The present system is as follows : 

i)     there are grades or levels of classification of 

jobs somewhat similar to "Job Evaluation". 

This arrangement is very good and should be main- 

tained. 

ii)    there are some workers who do not come under the 

wage incentive scheme but are paid on a straight 

daily basis.  This is quite acceptable and should 

not be changed as these workers are indirect and do 

not affect the productivity of the mills. 

ili)   within each grade there are 24 levels of payment. 

Workers achieve the different levels of payment for 

a variety of reasons : competence, seniority, etc., 

iv) there is a base of production above which incentives 

are paid. The production base is in all cases rela- 

tively high. 

It is obvious from observation of the premium system 

and the discussions regarding the background of this system 

that the company is facing an extremely complex and difficult 

question. Certainly the method at present being used whereby 

workers on the same job are getting different rates of pay is 

wrong.  However, this is an inherited problem and cannot be 

eliminated overnight  In fact, the elimination of this pro- 

blem may well take years. 
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Deciding  the wage level of  the different workers on 
the same category of job is very difficult.    The wages scale 
within a category obviously has too many  stages.     Over the 
years   this must  be  reduced and  it   is  our  understanding that 
the company management   intends  to  do so.     Fortunately the 
premium system as  presently set  up   is not  too  difficult  to 
alter   from the acceptance standpoint of  the workers.     The 
percentage of premium payment  vis-à-vis  the percentage of 
additional  production  over the  base   is generally   less  than 
the percentage of  production.     For  example,   in   weaving an 
increase of   lo%  production would provide  an  increase of 
only 6   to 8%   increase   in wages.     Some premium  payments are 
higher  than   the  increase  in production,   but   fortunately 
these  incentives  have  not been achieved. 

Consequently,   the present  system can probably be 
changed with the minimum of difficulty,   for one    which would 
benefit both  the  company and the employees. 

We are not recommending any quick moves  regarding 
the change of incentives or the alteration of   the pay rates. 

a)  Recommendation. 

We  recommend that a very simple approach be taken  to 
the wage incentive system.    We suggest that approximately  65% 
of the production  target, which is  expected from the employee, 
be used as  the base pay.    Over the base pay an   incentive wage 
would then be applied.     For example,  if we anticipate that  an 
employee can earn at a   full  job  load and standard production, 
two Ethiopian Dollars per day,   then the base pay would be esta- 
blished at   1,30 E.Doll.     Over the  65% production,  the worker 
begins to earn a bonus.     In truth  it is a straight piece-work 
approach but with a base as the minimum.    We  suggest the  fol- 
lowing application of  this system.     When a new  employee  is hired 
he would be placed on  a wage  rate which is a   learner rate  for 
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approximately six weeks of one Ethiopian Dollar per day. 
After six weeks  the   learner would  then be moved  to  1,25   E.$. 
for  another six weeks.     After  this  time  the   learner should be 
meeting  the  target  of 65%  which would  in  reality be  1,30  E.ß. 

At  this   time   the worker would  then be   transferred onto 
the  bonus  system,   providing of  course  that  the worker  is   suf- 
ficiently well   trained  to be able   to earn on   the wage system. 
If  however,   the worker  is  unable  to attain  the  65%  then   the wor- 
ker  is  removed  and  a  new one  is   started with.      In  this way you 
measure the performance with  the  operator when   they are   in the 
learning stage  and you avoid adding operators   in   the plant who 
are  incapable of performing  the  proper  jobs. 

As  for  the previous employees who are  presently   in the 
plant,   the problem is greatly aggravated.    We  recommend  that all 
wages of all  employees be   related to the target scale when the 
full or standard production  is   reached.     This   is   illustrated as 
follows   i   if an employee who presently  is earning   1,80E.£.  a day 
has a target of  2 E.g.  per day,   then the base wage is related 
to  the percentage of  that   final   target or  in   this  case  90%. 
This particular employee  is  than guaranteed  90% of the  target 
wage.       When he produces beyond  the 90%  then   he  automatically 
comes into an  incentive scale.     The wage calculation can be 
easily minimised by establishing  the piece-work rate per  unit 
of production and on the payroll  simply multiply  that rate by 
the actual production achieved.     A standard  base pay list per 
each employee would  than be compared with the actual earnings 
for that particular period.     If  an employee  earns more  than 
the base rate there  is no  further calculation.     If an employee 
earns less than  the base rate of which they were  formerly paid 
then the base rate  is simply substituted for  the earned  amount. 
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Over the  years what will happen   is  that wages will 

increase.     In such an instance then the base pay can  remain    - 

the   same for  those who are  above  the 65%  but  the  rate of  in- 

centive would be   increased.      For example,   presume  that  the 

wage   rates would   increase by   10%   in  1976   then an employee 

whose base was  90% of the anticipated earnings of 2.00 E.g. 

in   1974,  would maintain a base  rate of  l •30  E.g. 

The wage incentive would reach an anticipated earning 

of 2,20 E.g. Consequently, the 1.80 E.g. would no longer be 

90% of the anticipated earning, it would be reduced to 80.2 

As subsequent increases in wages took place the problem would 

eventually be eliminated. 
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Comparison of % Production  to %  increase in wages. 

Process. 

Sorting 

Nappage 

Card 

Cops wind. 

Weaving 

Raising 

Dyeing 

Pulling 

Carpet Weave 

Tailers 

Overedgers 

Blanket Cutter 

Folders 

Approximate   % increa« 
Base Pay.   | over Base 

reduction. 

1.85 

1.88 

1.85 

1.97 

1.66 

2.12 

1.92 

2.71 

3.91 

2.71 

2.91 

2.60 

1.88 

1.94 

1.94 

1.66 

1.66 

10 

33 

10 

10 

10 

10 

12 

10 

10 

10 

10 

10 

10 

Incentive 
Amount 
paid. 

0.160 

0.150 

0.890 

% incentive 
increase 

in wages. 

0.260 

0.216 

0.180 

0.250 

0.160 

0.350 

0.150 

0.200 

0.120 a{ 

0.060 

8.7 

8.0 

48. 

45. 

54. 

42. 

13.6 

8.0 

5.5 

6.6 

7.8 

6.1 

18.7 

7.8 

10.3 

7.2 

3.6 
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VII. STANDARD  COST  SYSTEM. 

1.   Concept of Costing. 
a)   Purpose of Costing. 

The basic concept which  was  emphasized was   that, 

the purpose of costing  is to provide management with sufficient 

information  to control  the operations of the  company.     The man- 

ner in which this   is done is   : 

i)   to determine  the expected production which can be 

obtained via proper management.     This  is established 

as Standard Production. 

ii)   to determine the personnel which are  required to 

produce  this volume of material. 

iii)   to determine the various costs which contribute to 

manufacturing and establish budgets which can be rea- 

ched via good management. 

iv)   to determine the various General  and Administration 

Costs which are necessary to service the standard 

production. 

v)   to determine the costs  related to Selling and esta- 

blish a budget for these considering the volume of 

goods which are planned  to be produced and sold. 

vi)   to determine the percentage of waste which  is per- 

mitted at each process,   and which can be controlled. 
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b) Conversion Costs. 

From these figures calculations can be made which , 

determine the cost per kilogram or cost per meter 

at each process. These costs are known as Conver- 

sion Costs.  These figures can then be used to 

determine the cost of each product. 

c) Product Cost. 

The conversion cost per kilogram or per meter 

having been calculated per process, is then compiled 

into a summary for each product. The cost of raw 

material is determined and added to the conversion 

cost to determine the total standard cost per product. 

d) Comparison of Actual to Standard Costs. 

The actual costs must be compared to the standard 

costs periodically in order to advise management 

of the actual variance of actual costs to standard 

costs.  This is done by simply multiplying the stan- 

dard unit cost by the production achieved during a 

period and comparing this with the actual costs during 

the same period. 

e) Benefits of Standard Coat System. 

The benefits of a Standard Cost System are that 

management can obtain a projection of what the costs 

should be and then can examine the actual performance 

from an intelligently predetermined base. Discrepan- 

cies or variations from the standards can then be 

questioned and should be accounted for.  Or possibly 

the standards should be changed in which case a new 

set of standard calculations should be made. 
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At all events, management has an excellent tool 

with which to work. 

f) Responsibility of Costing Department. 

It is vitally important that the Costing Depart- 

ment understand the extent and limitations of their 

responsibility.  It is the responsibility of the 

Costing Department to provide the cost data to mana- 

gement.  It is the responsibility of management to 

exert control. The Costing Department does not exert 

control.  The Costing Department "keeps the score". 

g) Simplified Approach. 

In addition  the concept of maintaining  a simplified 

approach to costing has been promoted.     The  impor- 

tant thing is  to provide management with information 

which  is usable even if certain  items  are "grouped" 

or  "estimated".     Reams of details which are of no 

significant value should be  avoided. 

h)  Tailor-made Costing. 

The costing  system should be  tailor-made for the 

purpose  for which it  is used. 

ij)   Summation. 
The above is a very simplified summation.    It is the 

basic concept which has been  repeated many times at 

Debré Berhan Wool Factory. 
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2) Standard Costing System Standards. 

The commencement of establishing a Standards Depart- 

ment in the mills has provided management with standards which 

did not exist before. Upon these standards a Standard Cost 

System can be built. 

a) Production Standards. 

As has been described in the Manufacturing and 

Standards Department, standards of production for the Carding 

Process and Weaving Process have been calculated. The Carding 

Process is the "bottle-neck" process of the mills and 

consequently all projected sales and production must be built 

around this capacity. 

b) Labour Standards. 

The present labour complement is accepted as standard. 

This figure can be greatly reduced via training and improved 

management controls, but it does provide a standard with which 

management can work in the immediate future. 

c) Waste Standards. 

Waste Standards have been established on a temporary 

basis. A Waste Report has been designed (see Standards 

Department Chapter). 
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d) Construction Sheets, Cloth, Blankets and Carpets. 

The manner in which the cloth was being constructed 

was unknown to the costing department, and was not written 

down in the manufacturing division. (As has already been ex- 

plained, this is not intended as a reflection upon the incum- 

bent management of the mills. This was an inherited situation 

which the present management had not sufficient time to 

rectify). 

Construction Sheets for both blanket style 1805 and 

Carpet 4 mm pile have been drawn up, copies of which are in- 

cluded in this report. 

These construction sheets are essential for the determination 

of Standard Costs and Product Costs. 

It is of course recommended that the construction 

of all products be calculated. 

No cost system is correct the first time it is cal*- 

culated. Furthermore, periodic revisions must be made. 

e) Standard Cost System 

The Standard Cost System should be recalculated every 

six months. This need not be done precisely at the end of the 

fiscal year. It should, however, be done as soon as possible 

following any annual increase in labour wages and when a 

revision is made of the following itemst 

- Waste Standards, 
- Yield, 
- Labour Complement, 
- Production at bottle-neck process or planned 

production  if below this  figure, 
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DEBRE   DHRIIAN 
WOOL   FACTORY 

Style  No. 

BLANKET  CONSTRUCTIONSHEET. 

1805  Normal. 

WEAVING. 

Weave 
Warp yarn Nr. 
Weft  yarn Nr. 
Warp ends/cm - off   loom 
Weft   picks/cm -   loom setting 

- on   loom 
- off   loom 

Reed 
Warp ends per dent - body 

- selvedge 
Width in reed - in cm 
Width off loom in cm. 
% contraction weft 
Total warp ends - body 

- selvedge 
Total ends in warp 
Warp length - in meter 
Warp contraction - on loom % 

- off loom % 
Weight of warp - Meter off loom 
Weight of weft - Meter off loom 
Total weight/meter 

FINISHING 

Raising  - No.   of passes 
Width  of  finished cloth 
% weft   contraction 
% warp  stretch 
Picks/cm after raising 
% waste   in raising 
Resultant weight meter 
No.   Meters/blanket 
Total   picks/blanket 
Total   weight/blanket   (kg) 
Total  warp weight/blanket  7% 
Total  weft weight/blanket  93% 

WERNERTEX 

Date   : 

Data. 

Dobby Design 
2/16 Ne   (cotton)   13.6NM 
1.5  NM   (wool   blends) 

35 6 
9 
9 

10 
4 
1 
3 

33 
82 
- (40 Dents/10 cm). 
- 2   1/2/1/2/1/2 
- 2 of 2/16  - 1 of 

179 (180.8 reed) 
171 
4.5 
1,074 
6 
1,085 
1,800 (30 pes) 
3.7 
20.7 
.0962 
1.2950 
1.3912 

6/21 

(1085 
(1.79 

(+2) xl.207/13.6 
1.088/1.5) 

1.60 
6.9 
7.72 
10.02 
8.53 

165 
20 
,204 
563 

0.181 
2.382 

1 
2 
2 
2 

(.0896X.915x220) 
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DEBRE BERHAN 
WOOL FACTORY 

Style No. 

CARPET CONSTRUCTION SHEET 

4 mm. Pile. 

WEAVING : 

Weave 

Warp yarn - base 
- binder 
- pile 

Warp end/meter - base 
- binder 
- pile 

% Warp contraction - base 
- binder 
- pile 

Weft yarn 

Weft picks/meter 

% Weft contraction 

Warp Weight - base 
kg/m2  - binder 

- pile 

Weft weight - kg/m2 

Total weight - kg/m2 

WERNERTEX. 

Date : 

D a ta . 

Carpet 

Jute 2/3.62 Nm. 
Cotton 6/21 Ne. (6/36Nm 
Spun Blend 3/2.8 Nm. 

870 
500 
290 

3 
15 
2.20 

Jute 2/3.62 Nm. 

500 

4.2 

0.495 
0.115 
0.994 

0.288 

1.892 
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- Budgeted    administration  cost, 
- Budgeted   manufacturing cost, 

- Raw material cost,   average  of  the previous 

three  months. 

3)   Recommended Application of Standard Cost  System. 

The  following outline of  the  proposed Standard Cost 

System has been  drawn up and  presented     to Debre  Berhan Wool 

Factory and it  is   strongly recommended  that  it be put  into 

operation.     It  is   necessary that  modifications be made  to the 

system  to suit  circumstances as  they  arise.       The      period of 

installation will   be  a  long one.     Moreover,   there will  be ad- 

ditional  forms which will have to be designed to serve  the pur- 

pose of  compilation  and provide management with the data which 

is ultimately desired. 

IT MUST  BE  STRESSED,   THAT THE  SYSTEM  IS  NOT   DESIGNED TO  BE 

EXACT   IN ALL DETAIL.      SOME MINOR  ACCURACY  HAS  BEEN  SACRIFICED 

FOR THE   BENEFIT   OF  ACHIEVING A  RAPID  OVERVIEW AT   LOW CLERICAL 

COST.      THE  SYSTEM   IS  HOWEVER,   SUFFICIENTLY  ACCURATE  FOR  PROPER 

DECISION-MAKING  BY  MANAGEMENT. 

It must be  further stressed that  judgment must be ap- 

plied when determining the cost calculation.     For example  : 

to do a great amount of clerical work   to obtain an exact  figure 

where only one or  two cents are  involved  in  the end product cost 

is not worth the  effort.    When a  significant cost  factor is  un- 

der consideration,   such as  dyestiiffs here the application of 

costing should be  closely considered and be quite accurate. 
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a)  Coat Centres. 

In  the Debre Berhan Wool  Factory  it  is  recommended 
that only the   following cost centres  be established   : 

- Material Preparation Mill, 
- Spinning Mill, 
- Weaving Mill, 
- Finishing Plant, 
- Carpet Mill. 

i) Material  Preparation Mil. 

This  cost centre should embrace the receipt of  raw 
material  to  the transfer of material   to the blenders.     In- 
cluded in this mill as far as costing  is concerned would be 
the dyeing of  raw stock.     The actual   supervision of dyeing 
must come under the Finishing Plant  Supervisor but the cost 
elements are  applied to the Material  Preparation Mill.     This 
is important  since  the cost of  the blends   including dyeing 
must be determined.     The costing system should then show the 
raw material   input cost,   the conversion cost and  the output 
cost of  the material which will be used in blending. 

ii)  Spinning Mill. 

The Spinning Mill comprises  the costs from input to 
blending through to cop making. 

The  input cost of  raw material to blending is an extre- 
mely important item.    The blend  is comprised of both new raw 
material which has passed through the material preparation de- 
partment and  returned waste. 

The waste material should not be given any value. 
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Additional work is  involved  if values are  applied 
to the wastes  and it can be readily shown that there is 
no advantage whatsoever in  giving  the   returnable waste  any 
value. 

All of   the conversion costs  and all  of the  original 
raw material  costs  should be channeled  into  the yield.     In 
this manner all of the costs are   ultimately  applied to the 
end product.     A conversion cost   in spinning plus  the raw ma- 
terial  input cost will determine   the  yarn cost from the cops 
winding. 

iii)   Weaving Mill and Finishing Plant. 

The Weaving Mill and the  Finishing Plant  is separated 
as  far as control over cost centres are concernend.     Budgets 
for manufacturing expenses  should be  established  for each mill, 
and control    by management exerted over these areas  indepen- 
dently.     Each  cost  item can be  readily  identified  and conse- 
quently  the General Foreran      of each mill  should be   held  respon- 
sible for the costs   in his department.     These costs are  the 
conversion costs and of course   the percentage of waste which is 
made. 

The product cost however  should be calculated  for 
weaving through  finishing.     In  the Debré Berhan Wool Factory 
there is no advantage whatever  in determining the  costs of the 
woven fabric   inclusive of material and then  separately calcula- 
ting the cost  of finishing inclusive  of raw material. 

The detailed illustration of  the Product Cost of 
Blankets clearly shows the advantage of combining  the material 
costs in both  of these mills. 
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iv)   Carpet Mill. 

The conversion costa for carpet weaving and subsequent 
finishing  are clearly  defined on the payroll  and by  the distri- 
bution of  overhead costs. 

However,   the preparation of  the   yarns   for carpet wea- 
ving are made  in   the  cop winding section.     Therefore   this   sec- 
tion must  be studied  carefully to determine  the amount of   labour 
which is   involved in  this work and  this   labour  cost   should  then 
be  applied  to  the carpet weaving.     This   is a  perfect  example of 
how  the concept  of costing  should be applied.     The  labour   in the 
cop winding department  are required to  move  from one   job   to 
another as  the  work demands.    Consequently,   in order  to maintain 
an  accurate  record of   the amount of  labour time applied  to each 
process and report this independently on   the payroll  becomes an 
onerous and complicated job which  serves     very  little purpose. 
It  is much better to study the operation   for a short  period of 
time and determine the amount of work which is  necessary  to pro- 
duce one kilo of carpeting or one square  meter of carpeting. 
When this   figure  is established it  should simply be  applied as 
a standard conversion  cost  figure  in the  preparation of yarns 
for carpet weaving. 

When comparisons are made to the  actual cost  then  a 
calculated percentage of the cost of cop winding section would 
be applied to the carpet mill and deducted from the  spinning 
mill.     If no carpet production was made  during a period then the 
entire cost of  the cop winding section would be applicable to 
the  spinning mill. 
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b)   Primary Raw Material  Costing. 

The   raw material   in Debré Berhan Wool  Factory pre- 
sents   the most complex cost element  in the   operations.     There 
is  a wide variety of  raw  materials and the   value  of these mate- 
rials  not only varies between  one another  but also within  the 
same  type   from shipment   to  shipment.     Furthermore, when  a  ship- 
ment   is  received  it  is only after the goods  have  been  completely 
sorted  that   the usage of   the  raw material   can be  determined. 
Consequently,   it becomes   exceedingly difficult  to attempt  to 
accurately   identify  the   raw material  cost  of each individual 
lot  of  production which   is  put  through the   spinning.     Further- 
more  there   is very  little  advantage  in determining the  exact 
cost  of each  lot.     The  composition of each   lot   is presently 
recorded and  this  information   is supplied   to management. 
Consequently,   the control  over the blends  of each lot are made 
on a daily and weekly basis.     The calculation of  the cost of 
each   lot submitted on a   later date does not serve as a manage- 
ment  tool  to any great degree.     In the section on recommenda- 
tion,   this point is mentioned.    The percentage of waste should 
also be clearly identified. 

What  is important  to know is  the average cost per lot 
over a period of time.     The  fact that one   lot may cost  as much 
as  10 or 20 cents more per kilo than another lot does not mean 
that  there will be any change  in the end product price   for  that 
particular  lot.   If the  average lot cost  is   increasing  than mana- 
gement must know this  for the purpose of either purchasing   less 
costly  raw material or  increasing the price of  the finished  pro- 
duct  if possible. 

The  raw material   price should be determined on  the basis 
of the average purchase  price of the raw stock  received during 
the previous three months. 
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In addition,   the product costing has been so designed 
that the  raw material cost  is completely separated from the    - 
conversion cost.     This permits management  to  rapidly determine 
the  effect of any  increase  in raw material  costs on the cost of 
the end product.     Consequently»   it becomes  easy to determine 
if   a  revision  in  selling price  is warranted. 

It has  already been recommended that  a larger quantity 
of   raw stock be available  for management to   formulate their 
blends.     With a  larger volume of  raw stock   the blend will  not 
only be more consistent in quality it will  also be more  con- 
sistent  and uniform  in price. 
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e)  Standard Cost Calculation  per Quality. 

The  Spinning Mill has   in the past produced a   variety 
of qualities many of which were very similar from the   stand- 
point of the blends of  raw sotck.     In the  immediate   future 
there may only be  4 or 5 qualities which  are spun such as   : 

- 1800 group, 

- 1200 group, 

- Carpet yarn, 

- Handicraft yarn. 

It   is recommended that when complete cost calculations 
be made for each quality that  the assumption be made   that  the 
entire spinning mill is producing this one quality.     In  this man- 
ner an accurate standard cost   for each quality can be  determined. 
Attached is  a calculation form for spinning yarn cost. 
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DEBBE BERHAN 
ICOL FACTORY 

STANDARD YARN COOT SHEET. 

STYLE  : 

RAW MATERIAL COSTS 

New 

Re-workable 

Oil 

TOTAL 

Yarn Count : 

WERNER 

INTERNATIONAL 

Date 

CostAg. 

CONVERSION COSTS. 

LABOUR MPG. 0/H Other 

TOTAL COST/KG. 
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d)   Handicraft Yarn Cost. 

When calculating  the cost of handicraft yarn,   it must 
be  recognized  that by selling  yarn this yarn that the utilisation of 
equipment  is  placed out-of-balance.     Every kilogram of  yarn 
sold  is   a kilogram    less   that   is  not woven and  finished.     The 
machinery which is  idle as  a result of this  sale must be char- 
ged to  the yarn cost. 

Further,  the manufacturing overhead  in spinning  should 
theoretically be increased  since  there  is no processing  after 
spinning on which to apply  this  cost. 

In Debre Berhan the  situation  is further aggravated 
because   labour cannot readily be  reduced even when  there  is 
less work.    Consequently,   the   labour which  is not  utilised on 
blanket  making because of  the  lack of yarn produced  for handi- 
craft yarn must also be applied  to the cost of  the handicraft 
yarn. 

The most simple, cost calculation which is also reasona- 
bly accurate is to add the conversion cost per kilogram in wea- 
ving and  finishing of blankets  to the cost of the handicraft yarn. 

The true comparison of profit margin can then be deter- 
mined. 
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4) Illustration of Standard Cost Calculation. 

Following are a set of calculations which illustrate 

the manner in which the Standard Cost can be calculated for 

each mill and for each quality.  The figures used in the calcu- 

lation were based on : 

-  standard production 

the newly established standard production of 2846 kg per day 

through the carding. 

a) Standard production. 

Referring to  the manufacturing section of this  report 
it has been determined  that  the bottle-neck  point of the pro- 
duction   is the carding.     It has been determined that at some 
future  date the standard of  3162  kg per day can be established. 
The production  in August/September has been  calculated at appro- 
ximately  20% below this  target.     It has been agreed that a pro- 
duction of 2846 kg per day,   which  is 10% below the ultimate  tar* 
get,   should be established as standard. 

b) %  to blanket weaving. 

93% of the spinning production destined for blanket 
weaving of quality 1800. 

c) Standard Labour Cost. 

The standard labour cost per hour determined by using 
the actual production of August and the actual labour cost of 
August. 

• 
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In  future,   the standard labour costs will be determined 

from information received from the newly created Standards 

Department  in the manufacturing divislon.     These  figures which 

were used in  this  illustration were  purposely selected as being 

reasonably  representative of the actual  present  situation. 

d) Primary Raw Material. 

The  raw material   average price of   1,66 E.%. was deter- 

mined by calculating  the average price of  the raw material   recei- 

ved in  Debre  Berhan during the previous  three months.     It  must 

be noted  that the  higher  price material  which   is  used   for  the 

1200 range,   i.e.   the  khaki type of material,was  not  included  in 

this figure.     Only  the  type of material which goes into  the   1800 

range was  included. 

e) Allocation of Manufacturing Overhead Costs. 

The  allocation of manufacturing overhead was  not done 

on a calculated basis.     It was purely estimated  for the purpose 

of illustrating the procedure of calculating the product cost. 

In future,   all manufacturing budget   items  should be allocated on 

a pro-rata basis. 
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STANDARD COST SYSTEM 

Style - 1800 

Item 

Carding production at 71* efficiency 
(leas 101 production) 

Leas 20% recycled 

Net carding production 
(851 yield - sane as input less 15%) 

Input to Blending 

New raw material  72% 

Reworked waste   26.5% 

Oil 1.5% 

Total input 

Less 21.4% waste 

Cop Making Production 

Input less (21.4 + 8.6 + 1%) waste 31% 

Weave Mill Production 

Input less 41.4% waste 

Yield of weft yarn 

Number of Blankets 

(Weft WT/blanket 2.382) 

No. of kg of warp required 
(Warp WT/blanket 0.181) 

Total WT produced 

93% 

Pulling production 70% of new raw material 

Dyeing production 33.3% of new raw material 

125 days 

88.950 

17.790 

71.160 

60.379 

22.221 

1.259 

83.859 

17.946 

65.913 

25.996 

57.863 

33.908 

49.951 

20.970 

3.795 

53.746 

49.984 

42.265 

20.126 
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Style - 1800 

Material Preparation Mill Cost/Kg 

Raw Material Stores 

Standard production 25 days - 60.179 

Number of worker days/month - 108 

Labour cost/month (August 74) - 235 

Standard labour cost/kq - 0.0039 0.0039 

Sorting 

Assume all nev; raw material is sorted 

Number of worker days/month (Auqust 74) - 1183 

Labour cost/month (incl. premium etc.)(Aug. 74) - 2561 

Standard labour cost/kg (Aug. 74:ç|||j-) - 0.0453       0.0453 

Standard supervisor cost/month - 171 

Standard supervisor cost/kg (gjyyç) - 0.0028 0.0028 
0.0481 

Pulling 

Assume 70% of all new raw material is pulled 

Number of worker days/month (August 74) - 258 

Labour cost/month (incl. premium etc.)(Aug. 74) - 647 

Standard labour cost/kg jf^j " 0.0153 0.0153 

Standard supervisor cost/month - 163 

Standard supervisor cost/kg - 0.0039 0.0039 

0.0192 
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Style -  1800 

Dyeing and Drylno 

Assume  33.3% of all  sorted raw materials is  dyed. 

Number of worker days/month   (August 74)  -  14 3 
(50% of  raising) 
Labour  cost/ironth   (Aucrust 74)   -   403 

403 Standard  labour cost/kg   (-jgyjg)   "  0.0200 

Dyestuff   (Raw material) : 
Assume  12.000 dyestuff cost/month based on  2   dyeing 
cycles/day which is   1000 kgs/day 

Dyestuff cost/kg   <yf§j$)   - 0.4800 

Cost/Kg 

0.0200 

0.4800 

0.5000 

Allocation of Manufacturing Overhead for 

Material Preparation Mill 

Assume budget to be  the same as  the average  of the 
first  six months  1974. Total 

Standard cost per kg   (^flTTT*  ~   0,°317 

Summary for Material Preparation Mill 

Raw material stores 

Sorting 

Pullinq    7001 of  0.0192 

Dyeing and Drying     33.3% of 0.5000 

Allocation of manufacturing O/H 

Raw material 

TOTAL  COST/KG 

0.0317 

COI it/Kg 

0. 0039 

0. 0481 

0 0134 

0 .1666 

0 .0317 

0 .2637 

1 .6600 

1 .9237 
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Style -   1800 

8pirmln<j Mill Cost/Kg 

Number of worker days/month   (August 74)   -  296 2 

Labour cost/month   (August  74)   -  6757 

Standard  labour cost/kg -  0.1094 0.1094 

Standard supervisor  cost/month -   1329 

Standard  supervisor  cost/kg   (¿W'W  " °-0202 0.0202 

Allocation of Manufacturing O/H 

Assume budgets to be  the same as  the average of 
the  first six months   1974. 

A?A0,) 0.0942 

i 

Standard cost/kg   (gycfl"^ 

0.2238 

Raw Material 

New raw material    72% at 1.9237  - 1.3850 

Re-worked waste 26.5% 

Oil  1   1/2% at  1.39/litre - 0.0209 
1.4059 1.4059 

TOTAL COST/KG   (COPS) 1.6297 
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Style - 1800 

Waving Mill and Finishing Plant 

Weaving Mill Cost/Kg 

Assume 93% of cpinning production is allocated 
to weavlnq. 

Number of worker days/ironth (August 74) - 2377 

Labour cost/month (August 74) - 6473 

Standard labour cost/kg - 0.1194 0.1194 

Standard supervisor cost/month - 1329 

Standard supervisor cost/kg (fflU} " 0,°266       0.0266 

0.1460 

Finishing Plant 

Number of worker days/month (August 74) - 1489 

Nappage - 641 
Raising 501 - 143 
Last touch - 705 

Labour cost/month (August 74)  -        2947 

Nappage - 1195 
Raising 50% - 403  • 
Last touch - 1349 

Standard labour cost/kg ($$$)  -     0.0595     0.0595 

(Assume production weight for August 
was 49.500 kgs) 

Standard supervisor cost/month -       1409 

Raising - 639 
Nappage - 770 

Standard supervisor cost/kg (JçççJ)    - 0.0282     0.0282 
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Styl« - 1800 

Waving Mill  and Finishing Plant Cost/Kg 

Allocation of Manufacturing 0/H 

Assume budgets to be the  same as the average of 
the first  six months  1974. 

Weaving Mill 

Standard cost/kg  <$^> 0.1240 

Finishing Plant 

Standard cost/kg  (^-) °-1240 

0.2480 

Haw Materials Co«t/Kg 

Spun weft yarn/kg 1.6297 

t yield in weaving and finishing   77.51% 

Weft cost/kg 2.1894 

Warp/kg 6•50 

t yield - assume 95 95% 
Warp cost/kg 6.8420 

% weft 93% 

Weft cost/kg of cloth 2.0361 

% warp 7* 
Warp cost/kg of cloth 0.1533 

TOTAL COST/KG 2.1894 2.1894 
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Style - 1800 

Weaving and Finishing Plant 

Summary Cost/Kg 

Weaving Mill - labour and supervisor            0.1465 
- 0/H 0.1268 

Fin. Plant  - labour and supervisor            0.0B82 
- 0/H 0.1268 

Raw Material 2.1894 

TOTAL COST/KG 2.6777 

Is is recommended that when a product cost calculation 

for cloth is made, that the weaving and finishing be included 

on the same sheet. Attached is a calculation form for blankets. 
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DLliRE BERHAN 

WOOL^FTVÇTORY 

STYLE   : 

PRODUCI'  COST  SHEET 

Sizo 

RAW MATERIAL COSTS 

CONVERSION COST. 

Process 

Weaving 
Finishing 
Washing 

MAKING IT COSTS. 

Weft (from spinning) 
Yield 
Weft cost/kg 
Warp (from supplier) 
Yield 
Warp cost/kg 
% Weft 
% Warp 

Total  conversion  cost/kg 

No.   of kg/blanket 
Raw Material  +   conv.Costs/Blanket 

Added raw material coots 
sewing  thread 
ribbon 
labels 
packaging 
bagging 

Total Mfg cost/blanket 

ADDITIONAL   : 

Excise tax 
H.O.   Admin. 8% 
Selling costs     2.75% 

Total cost/blanket 

% margin 

Selling price I 
J 
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5# Notes on Costing  System. 

a) Sorting. 

The  labour cost per worker  is so low that  to make 
detailed cost  analysis of   the different raw  stock  varieties 
is  to no particular advantage. 

Average  figure of  productivity and cost per quantity 
should be accepted.   This,should be  used as  standard.    August 
1974   figures  are  adequate   for this  purpose.     After six months  - 
July to December  - have been recorded,  establish a new standard. 
Eventually,   the sorting process should be studied and more accu- 
rate production  and cost   figures can be determined. 

b) Pulling. 

The present labour will be  used if the standard produc- 
tion  is put through the machine,therefore use   labour cost of 
August  1974 with calculated standard production to determine 
standard labour cost. 

c)       Dyeing and Drying. 

The present labour will be  used if   the standard produc- 
tion Is put through the machine,   therefore,   use labour cost of 
August  1974 with calculated standard production to determine 
standard labour cost. 

N.B.   The full capacity of  this equipment can be achieved at the 
same labour cost.    At some future date this will occur and 
a new labour standard must be established.     Full capacity 
is 6000 kg/wk.,   lOOO kg./day 
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These operations should be segregated on the 

payroll.  If only labour were involved this proposed segre- 

gation would be unimportant.  However, the dyestuff costs 

are very high and these must be placed at the proper point 

in the cost system. 

The supervision of the processes remains the same 

but it is not necessary to split the supervision cost between 

these processes and the other finihsing processes. The end 

cost result is the same and the breakdown between the proces- 

ses is not significant. 

d)  Raw Material. 

New Raw Material. 

The cost of this item should be averaged every month 

over a period of three months purchases. 

The standard cost on the costing sheets need not be 

revised each time there is a fluctuation (refer to the concept 

of costing). This vital information must be given to the 

General Manager so that the determination in the selling price 

can be made accurately and on time. 

The present standard of E.0.1.66 per kg., is based on 

the average of the first six months of 1974. 

e) Spinning Mill - Labour Cost. 

- The labour cost of the entire spinning mill can be 

grouped together. 
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Spinning mill -   Supervision Cost. 

-  is based on  the standard production   . 

-  Returned waste  to blend. 

- This  is  given no value.   All the value of  the blend 

is alloted to the new raw material only.     This method eliminates 

considerable detailed calculations.     There  are  no basic errors 

in  this method  since  all  cost of  raw materials   is based on  yield. 

f'      Weaving mill. 

- It is  necessary to establish the standard cost both 

in kilograms and  in picks.    The   production   in picks will never 

be  100% accurate because of the variation   in the varns and 

picks/cm.,  but  it is  the most  fair and simplest manner in 

which to pay labour and calculate production. 

- The standard cost which is based on weight  is essen- 

tial   for the final blanket cost calculation. 

- For the purpose ot control it is unnecessary to in- 

clude the raw material cost in weaving. This cost factor can 

be added in at   finishing. 

g) Finishing Plant. 

- Labour cost of dyeing is presently included .    These 

labour costs should be separated in raising  (see Dyeing and 

Drying). 

- Combine all labour, nappage, through to Last Touch, 

since all production must flow through these processes. 
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h)  Washer and St*nter Drying. 

- This cost item in theory should be identified sepa- 

rately. However include this cost with other finishing since 

the volume and thus the cost is not significant. 

- It is important, however, to estimate this cost per 

blanket since this cost must be added to the product costing 

of family blankets.  Since there is a low volume of family 

blankets, this cost becomes significant. 
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6) Recommended changes In Cost Distribution Reports. 

When the standard cost system goes into effect, the 

following changes to the Cost Distribution Reports are recom- 

mended : 

a) - The actual cost distribution which is made monthly 

should contain only the five cost centres. 

b) - The labour cost of the workshop, electrical shop and 

the consumer stores can all be combined into one labour cost 

item which can be distributed among the cost centres directly. 

c) - The labour cost of medical and administration ser- 

vices can be combined and the labour cost distributed among 

the cost centres directly. 

d) - The yarn store labour cost should be applied to the 

weaving. 

e) - The finished good store should be applied to the 

finishing. 

- The idle facilities costs should be included in the 

administration cost. 

g) - The supply costs must be broken down into the major 

elements of dyestuffs, chemicals, purchased yarn and ribbon, 

and packaging material :- Hessian cloth and plastic bags. 

n' - The head office costs are presently split between 

selling expenses and G and A expenses. Some of these can be 

combined to save clerical labour as follows : stationary and 

supplies should be applied only to G and A.  There is no par- 

ticular advantage in separating the supplies for selling. 
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ij)- Rent and Utilities. 

These should all be applied to G and A. 

k) - Telephone & Telegraph. 

These should all be placed under G & A.  It is easy 

to identify where the costs are beinq applied when management 

examine the telephone invoices. 

lm) -  Legal and Auditing Charges should be combined under 

Professional Services. 

n) - Advertising and Sales Promotion accounts should be 

put together. 
op) - Some of the manufacturing overhead costs can be 

itemised but only the total is distributed on a pro-rata 

basis.  For example : 

- vehicle  insurance, 
- transportation expense, 
- telephone and telegraph, 
- property tax, 
- miscellaneous. 

q) - Salaries. The salaries of the Assistant Factory 

Manager, Chief of Stores and Administration Group can all be 

combined into one figure and distributed among the five cost 

centres. 

r) - Factory  Manager.  It is recommended that this be 

included in the head office administration. 

• ) - Premium Overtime and Leave Pav. These should not 

be distributed independently. They should all be combined 

with the total labour pay. Management control over the over- 

time pay should be done semi-monthly directly from the pay- 

roll sheets not monthly from the cost distribution sheets. 
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t)   - Electrical and Workshop Costa.     A record of where 
each of  these people work  and at what  time should be maintained 
The costs of  these  departments   should  then be attributed  to 
the  individual   cost  centres  according  to  the   time which has 
been spent in each one. 

v)   - Other costs,  such as vehicle  insurance,  medical  costs, 
transportation expenses,   tel.   &  tel.,  property tax,  miscella- 
neous,   should  all  be attributed on  a pro-rata basis. 

7.    - Other  recommended changes., 

a) Cost of  blend calculations. 

It is  recommended that  the present system of calcula- 
ting the cost of each blend be eliminated.    The determination 
of  the new raw material  input cost  should be done by taking 
the average of  the cost of raw material  received during the 
past three months.     It is recommended that the determination 
of  the percentage of waste input be calculated on each blend 
and summarized at  the end of each month. 

P) Application of cost of consumable stores. 

It is  recommended that the cost of supplies   (consumable 
• tores)   should be applied to the cost centres when  received.     The 
present system is  to charge the  individual cost centres as sup- 
plies are consumed.     Adequate management control can be achieved 

from the proposed  method.     Since all  purchasing is approved by 
both the Technical Manager and the General Manager,   the elimini- 
tion of the consumption cost calculation will save clerical 
labour. 
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8. Work Programme. 

It is  now possible to design  and to put  into opera- 

tion  a Standard Cost  System.     The  concept    and   format of a  Stan- 

dard Cost  System has been provided.     The   initial  work has  been 

completed and it  is only necessary   for  the Accounting Department 

to follow  the guidelines which have been   laid  down  for a  costing 

system to be fully installed. 

Following  is  a work programme that will assist  in the 

implementation of  the     Standard Cost System. 

i. Recalculate   standard production  figures on   the 

Net Carding Production/Day -    3.162  less  10 %     =2.846 kgs. 

Ü, Recalculate   standard costs throughout each mill  using 

the labour costs per kilogram based on August production and wages, 

iii. Obtain  from  the  "Standards Department"  of the Manufac- 

turing Division the "Labour Complemenfand "Standard Labour Cost 

per Kg."    When this data is  available,   recalculate the entire 

"Standard Cost"   for each mill and  the  "Product Costs"  - Nov.'74. 

iv, when new waste standards are established the  "Standard 

Costs" and  "Product Costs"  must be re-calculated - Jan.'75 

v. Raw Material Valve per product line to be established 

on the basis of  raw material received during the  last three months 

At present, only two main product  lines are planned for manufac- 

ture  in blankets,  and   two in carpets. 
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Type. Composition. 

1200 60% Khaki waste 

40% fine sliver 
weft 

100%   fine  sliver warp 

1800 All  other   foreign purchased waste. 

Carpets  6 mm. 

4 mm. 

Apply the calculation of  the total  average price  to 

determine the unit raw material price - Nov.   '74. 

vi. When the new method of raw material value   commences, 

eliminate the calculation of  raw material  cost per blend lot. 

Nov.'74. 

vii. Implement the  raw material "Inventory and Price Graphs 

by product  line.   - Nov.'74. 

vili. Monthly manufacturing cost report to be produced to 

new recommended form as  soon as Standard Cost  System is installed. 

ix. Review  all  cost  items with the General  Manaqer  and 

the Factory Manager and establish standard budget  figures. 

x. Obtain construction data on style  1200 and set-up the 

construction sheet  in conjunction with the Standards Department. 

xi. Set-up cost  system on style  1200 and carpets and 

style 500. 

VÍÍiRNER it niMMnoNAi. 



281. 

xìi.      In December - enquire about the Production Recon- 

ciliation Report. 

xiii.     Have Standards Department check carpet construction 

again on both 4 mm. and 6 mm. - Nov. '74. 

xiv.      Have Standards Department check percentage waste on 

the 6 nun. cut pile carpet when new production begins. 

xv.      Obtain from Ato Fanuel forecast of percentage of 

spinning production to carpets and to blankets. 

VÍtUNfR IFHTtRNATIONAL 
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VIII.        SUMMARY OF  RECOMMENDED CAPITAL  INVESTMENT. 
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Primary Raw Material, 

282. 

5 months minimum in stock. 

5  x 65.000 kg   at E.$.   1,66 

4  months minimum  in  transit 

4  x 65.000 kg   at  E.$.   1,00 

E.?.   540,000.- 

E.$.   260,000.- 

E.$.   800,000.- 

Estimated capital   in raw material 

at present   : 

end of August   in transit 

in stock,   200,000  kg 

E.$.   250,000.- 

E.$.   330,000.- 

E.$.   580,000.- 

New working capital  required   :   E.g.   220,000.- 

Dyestuffs  and Chemicals 

See III,  8,   b.i) 

Required in  storage 

Estimated in  storage 

At present   : 

E.$.101,150.- 

E.$.   16,000.- 

E.0.85,000.- 

8 pa re-Parts, 

See III,  6 Carding estimated 

See III,   14  e)   Spinning estimated 

Remainder of mill   (looms spare-parts 

are already ordered and not included) 

E.0.100,000. 

E.0.   35,000. 

est.   E.0.    15,000. 
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Supplie», 

Counters. 

Recorders. 

See  III,   6    Shuttles 

See   III,   6     Bobbins 

Spools 

See   III,   6     Looms 

See   III,   6    Cards 

Eat. E.0.2,4OO.- 

Est. E.0.8,OOO.- 

Est.   E. 0.1,OOO.-     E. 0.11,400. 

Est. 

Est. 

Bins. 
See  III,   12 b)   1 Blending Est. 

Trucks,    Tables,  etc... Est. 

Sewing machine. 

See  III,   2)  b.  Making-up    Est. 

Work-shop. 

See  III,   24 Lathe t 

Milling Machine    Est. 

Marketing Sales Department. 

Start-up costs. 
See V 9  a,   vi.Addis-Ababa E.0.23,000. 

See V 9 b,   v.  Asmara E.0.21,000. 

See V 8 b,   v.  Retail  Shop E.0.11,000. 

Estimated total  t 

E.0.   4,000.- 

E.0.   1,000.- 

E.0.   2,000.- 

E.0.   4,000.- 

E.0.12,000.- 

E.0.85,000.- 

E.0.55,000. - 

E.0629,400.- 

Use:E.0630,000.- 
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IX. SUMMARY  OF MAJOR CONDISERATIONS. 

!•• Alm of Corporate Analysis. 

The aim of the corporate analysis was  to provide 

the Debre Berhan Wool  Factory with  assistance which would 

improve the  efficiency of its operations   in each of  the  three 

major divisions,   manufacturing,  marketing  and  administration/ 
financial. 

2. Conclusion - Can be Moderately Profitable. 

The company has been greatly improved via new mana- 
gement during the past eighteen months, to the point where it 
is breaking-even or marginally profitable. From our analysis 
we have concluded that the company can be moderately profita- 
ble and certainly worth the investment of additional capital. 

3. Working Capital Required. 

An  input of approximately E.$.   630,000.- additional wor- 
king capital   is  required. 

The company management are unable to utilise their  full capacity 
resources without additional working capital.    This  is  required 
principally  to purchase raw material  and machinery supplies.    The 
result will be a more efficient smooth-running plant. 

*• Installation of a Standards Department. 

The result will be improved management control over manu- 
facturing operations and establishment of  the basis  for standard 
costing.    We guided the initial  installation work during our stay 
in Debre Berhan Wool Factory. 
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5. Sell  own Blankets. 

Organise and install a company marketing division to 
sell their own blankets to the market.     At present  the sales 
are handled by a  distribution company. 

6. Installation of a  Standard Cost System. 

The  initial outline was  set  forth during our stay in 

Ethiopia. 

7. Short  Range Plan -  18 months. 

Concentrate on blanket production  and secondarily 
on carpets.    Do  not  invest  in any new production equipment or 
new products.     Work  toward the goal of achieving a  solid and 
continuous profit  for a period of  time before making new basic 

changes. 

8. Export». 

We do  not  recommend any  investment  be made during the 
next 18 months  to develop exports.     If  requests are  received at 
profitable price,   they should be  considered,   but never to exceed 
3% of productive capacity to one client and over 5%  to exports 
without having your own export marketing organisation. 

9. New Processing Machinery. 

Do not  invest in new processing machinery in the im- 
mediate future.     The present equipment  is satisfactorily for the 
production of yarns,   blankets and carpeting provided it is impro- 
ved with necessary spare-parts and properly maintenanced. 
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10. Idle Machinery. 

Do not expend time,  energy or money  for 18 months 
in an effort to utilise  the  idle machinery,   and only try to 
utilise  this equipment  after thoroughly evaluating the  feasibility 
of the entry of a new product  line. 

11« Supervisory Training. 

Investment   in work  study  training  abroad  for the Assistan 
Factory Manager is  strongly recommended.     A supervisory training 
programme should be developed. 

12. Carpet Manufacturing. 

Manufacture carpeting mainly against orders.    Do not 
manufacture on total  speculation. 

13. Retail and Sales Shop. 

Expand the merchandise to include all household 
articles.     Become a speciality shop in this  line.     Import a 
variety of products. 

14. Inventory - Carpeting. 

Reduce the current high inventory by selling at re- 
duced prices where necessary.    The balance sheet year ending 
June  '75 will be adversely affected but much needed working 
capital will be acquired. 
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15•       Marketing Strategy ; Blankets. 

The blanket market is strong and there are 

good indications that it will continue to grow.  The 

marketing policy should be to capture as much of this 

market as possible when a good profit can be made. Car- 

peting and handicraft yarn should be produced only if 

the capacity required of the cards can give an equal or 

greater profit than the blankets. 

The carpet market and the handicraft market 

will «till be available to Debre Berhan Wool Factory in 

18 months. 

Profits should be maximised during the next 

18 months. 

It is important to capture as much of the 

blanket market as possible. 
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APPENDIX "A" 

BREAK-EVEN • PROFIT 

POTENTIAL CALCULATIONS 

PRODUCTION    -    BASIS FOR CALCULATIONS 

No. of blanket! in July 20,692 

Sq. K. Carpets 1,732 

Expected blankets per month 22,221 

ASSUM that if only blankets had been made in July 

that 22,000 would have been nade. 

COST OF M.F.G. PER ANNUM- 

LABOUR - Bated on July 74 wages-medical 26,432/MDS    317,184 

SALARIES -  14,196 /MDS 

PROD.  SUPPLIES 

MAINT • SUPPLIES 

UTILITIES 

STATIONARY 

OUTSIDE MAINT • REPAIR 

TRANSPORT 

TEL *TEL 

UTILITIES 

TAXES 

INSUR -BUILD •MACH 

EMP.  LIAB 

VEHICLE 

MISC 

SUB TOTAL 

170,352 

59,076 

80,476 

97,164 

6,044 

200 

2,344 

1,864 

97,164 

4,000 

7,716 

2,024 

806 

1.058 

847,472 
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PER ANNUM 

SALES MANAGER 

SECRETARY 

TRUCK DRIVER 

ASSISTANT TRUCK DRIVER 

STORE KEEPER-SALESMAN 

TOTAL INCLUDING SOCIAL COSTS 1293 15,304 

TRANSPORT 

TEL • TEL 

INSUR.   EXP. VEHICLES 

RENT • UTILITIES 

HANDLING CHARGES, EDISCO 

SALES PRO« • ADVERT 

DEP • TRUCKS 

SUPPLIES 

NISC 

18 ,302 

2 ,918 

2 ,142 

IS ,478 

1 ,646 

1 ,232 

2 ,748 

562 

834 

vftRNER It'ìERHfflCtUU. 
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GENERAL ADMINISTRATION EXPENSES 

PER ANNUM 

GENERAL MANAGER 

TECHNICAL MANAGER 

FINANCIAL MANAGER " 

ADMINISTRATIVE ASSISTANT 

ASSISTANT ACCOUNT ( Trial Bal-Fosting to 

Geni. Ledger ) 

SECTY-GM 

CLERK ( Ediico • otheri ) 

CASHIER 

PURCHASER - Foreign 

PURCHASER- Local 

DRIVER - DeIvy Van 

GUARD - HD • Store 

GUARD - HO • Store 

GUARD - HO • Store 

CLEANER 

TOTAL INCLUDING SOCIAL COST 132,744 

TRAVEL + TRANSPORT 

INSURANCE VEHICLES 

T • T • POSTAL 

STATIONARY ETC 

PROFESSIONAL SERVICE 

RENT • UTILITIES 

MISC 

DEPM.  VEHICLES 

6,912 

800 

6,200 

2,362 

11,402 

10,726 

3,308 

3,308 

177,762 

VftRNER ItNTBRHAYIOMAI, 
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EXCISE TAX .       0.SO/KG PRODUCED 

AVERAGE HT / BLANKET 2.56 KG 

TAX/BLANKET 1.28 

• 3% ON WASTE 1.32 

TAXES COST 29,040 / MONTH 

TRANSACTION TAX 

NET SALES 4,220,964 

LESS EXCISE 348.480 

3,872,484 

LESS IMPORT 

DUTY      0.20 KG 158,400 

792,000 KG 

LESS TRANSACTION TAX 

1.40 x 792,000    16Z 177,401 

3,536,676 

•álPJ« 
CURRENTLY 0.01  X 

IADK CHARGES 

1,000,000   9] % 

REVENUE STAMPS 

ASSUME 

PER ANNUM 

348.480 

TOTAL ANNUM 

176.834 

4.221 

95.000 

5.000 

«?»,S35 

vftRNER INTERNATIONA!. 
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RAW MATERIAM COSTS- 

PRODUCTION - 22,000 BLANKETS 

YIELD IS        82.7 % - 2,563-0,085 • 2.478 

INPUT WT • 3.00 

AVERAGE COST OF RAW MATERIAL    -   1.66 KG 

AVERAGE PER BLANKET • 4.98 

BLEND COST -109,560 / MONTH 

PER ANNUM 

1,314,720 

PURCHASE YARN 

COST/KG 6.50 

YARN PER BLANKET 

TOTAL WT PER MONTH 

YARN COST 

085 

1870 KG 

12,155/ MONTH 145.860 

RIBRON 

C08T/N   - 0.13 

METERS/BLANKET 

COST BLANKET 

RIERON COST 

1.60 x 2    - 3.20 

0.48 

10,560 / MONTH 126.720 

DYESTUFFS • CHEMICALS 

ESTIMATED AT 12,000/ MONTH 144.000 

JUTE BAGGING 

INCLUDED IN SUPPLIES TOTAL/ANNUM    1.731.300 

vftRNER IMTtttUEnONAI. 
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PER ANNUM 

CONSIGNMENT PRIVE/BLANKET        -  17.00 

LE8S SX   NET SELL.  PRICE -  16.15 

SALES / MONTH - 355,300 - 4,263,600 

LESS  IX ALLOW • RETURN • SECONDS - 42,636 - 4,220,964 

NET SALES 

DEPRECIATION PER ANNUM 

BUILDINGS 63,522 

ELEC.   INSTALL 24,364 

FURN + EQUIP 3,124 

VEHICLES - D.B. 4,122 

PIRE EXITING 822 

TOOLS 630 

MACHINERY 267,343 

UNUTILIZED MACH. 52.350 

436,277 436.277 

RECONCILIATION - SUMMARY 

MET SALES 

RAN MATERIAL COSTS 

COST OF MANUFACTURING 

SELLING EXPENSES 

G • A EXPENSES 

FINANCIAL BURDENS * TAXES 

SUB TOTAL 

E8T.  CASH FLOW 

DEPRECIATION 

EST.  PROFIT BEFORE TAXES 

1,731,300 

•47,472 

61,366 

177,762 

629.535 

3,447,435 

PER ANNUM 

4,220,964 

3.447.435 

773,529 

436.277 

337,252 

MARNER IMTIRMWIOWAI 
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BREAK-EVEN POINT ESTIMATE 

ASSUME VOLUME OF 20 X LESS 

22,000 LESS 20 X -  17,600 

COST OF M.F.G. 

LABOUR REDUCED BY  101- 31,718 

COST ANNUM 

SELL.  EXP. 

ONLY REDUCTION IN TRANSPORT COST 

BY 20 X -  1,830 

COST PER ANNUM 

G.A.  EXPENSES 

VIRTUALLY SAME 

EXCISE TAX 

LESS 20 X    69,500 

TRANSACTION TAX 

LESS 20 X    35,000 

BAD DEBTS 

BANK CHARGES - NO CHANCE 

REVENUE STAMPS - NO CHANGE 

RAW MATERIAL COSTS 

LESS 20 X 346,000 

DEPRECIATION 

NET SALES 

PER ANNUM 

815,754 

59,536 

177,762 

279,000 

142,000 

3,377 

95,000 

5,000 

1,465,000 

436.277 

3,498,706   3,498,706 

LESS 20 X 844,193 

EST L08S 

3,376,771 

121,935 

>lifcltNER imiRNAYIONAJ. 
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APPENDIX   "B" 

SUMMARY  OF  RECOMMENDATIONS. 

It is  important  to note   that  the  recommendations are no 

reflection  upon  the  present management.     The  present management 

has  initiative and have made many   improvements.     It  has  only been 

the  limitation of  time,   manpower  and in  some   instances experience 

that has  prevented  them  from achieving even  better  results. 

SUBJECT. CHAPTER. 

Carding Ill 1. c. 

Preventive 
Maintenance 2. e. 

Idle Machinery 3. 

Balance of 4. 
Production 

Spare-Parts 6. 

Production Programme       7., 

Raw material 8. 

Raw Material Store 9.  b. 

Pulling 10.  c. 

Blending 12.b. 

Carding 13.  c. 

RECOMMENDATIONS. 

- Reconditioning  and overhaul. 
- Begin Preventive Maintenance 

Programme. 

- Ignore the Problem for the 
immediate future. 

- Purchase one sewing machine. 

Shuttles, 
Spinning Bobbins, 
Condenser Bobbins, 
Recorders-Cards, 
Counters-looms, 
Card clothing & other parts. 

Train Assistant Factory Manager, 

Increase inventory of primary 
raw material, dyestuffs and 

chemicals. 

Move spare-parts store to 
new location. 

Preventive Maintenance every 
two months. 

Additional bins behind cards, 
Install hopper feeder, 
Improve ducts. 

Re-conditioning (see III, I.e. 
above. 

V^RNER , IHTMHAYIOWAI 
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Spinning III 14. c, 

d 

Cops winding 15. c 

Twisting 16. d 

Warping t Blankets 

Weaving i Blankets 

Carpet-making 

Work-shop 

Supervisory 
training 

17. a. 

18. d. 

Nappage (inspection)   19. b. 

Making-up : Blankets  21. b. 

22. f. 

24. a. 

b. 

25. b. 

Manufacturing 
organisation       26. b. 

Standards Dept.   IV. 4. 

- New bobbins, 
- Condenser bobbins, 
- Replacement parts, 
- Truck for full bobbins, 
- Alter v/ork method in doffing 

- Lower speed for poor lots. 

- Place operators on incentives, 
- Repair idle sptndles, 
- Make doffing trolley, 
- Train operators, 
- Ring oiling. 

- Creel adjustments : discs, pegs, 
pegs, stop-motions, 

- Install start-up button, 
- Full cones only 
- Incentive to eliminate run-out 

ends. 

- Purchase additional shuttles, 
- Make one man responsible over 
weft supply to be put on incen- 
tive. 

- New work method. 

- Additional sewing machine, 
- Planned Process Flow. 

- Purchase top quality cotton yarn 
- Use two shuttles. 

- Purchase new lathe, 
- Purchase new milling machine. 

- Hire two well qualified mechanics 

- Establish levels of authority, 
- Write job descriptions. 

- Proposed new organisation. 

- Establishment of standards dept. 
- Assistant Factory Manager take 
work study course, 

- Standards department to carry 
out the programme as outlined 
in the Chapter IV. 

VORHER imYRMtflOHA! 
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Marketing 
organisation 

V. 2. b. 

Blankets 3. b. ii 

iv 

V 

Carpeta 4. c. i 

ii 

iii 

iv 

v 

Handicraft Yarn 5. a. 

Other fabrics 6. b. i 

iii 

iv 

Head Office Sales 
Department 

7. b. 

Retail and Sales 
Shop 

8. b. i 

b. ii 

b. iii 

Product Development 10 

Exports 11 

Timetable for action 12 

Administration    VI. 1. c. 
organisation 

Management reports    3. b. 

c. 

Frequency of reports  4. b. i 
and payroll 

Proposed marketing organisation. 
Market own blankets. 

New designs semi-annually. 

Institute continuous market 
reporting and controls. 

Improve presentation. 

Change pol icy of speculation 
to 50% firm orders before 
manufacturing. 

3 m. standard width to replace 4 i 

Clear stocks at reduced prices. 

Pricing policy changes. 

Positive direct selling policy. 

Price to cover other costs. 

Acrylic fabrics from purchased 
yarns. 

Specialised personnel. 

Dress & Drapery fabrics. 

Details of start-up activity. 

Complete range of household 
textiles, 

Reporting directly to General 
Manager. 

Staffing. 

New designs and finishes. 
Do not develop for two years. 
Institute. 
Raw materials  stores. 

Changes. 
New reports. 
Two week periods. 

vftRNER imi£«MATK)HAI. 
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Supply Records    VI, 

Personnel Hiring 

Working capital 

Inventory finished 
goods. 

Inventory Primary 
Raw Material 

Inventory Dyestuffs 

Inventory Replacement 
Parts and Supplies 

Primary Raw Material 
Inventory 

Ribbon 

Purchasing 

Standard Cost System 

Standard Product 
Costing 

Premium Payment 
System 9. a. 

Construction Sheets VII 2.d. 

Standard Cost 
System 

Standard Cost Calcu- 

lation per quality 

Cost Distribution 
Reports 

Co«t of Blend Calcu- 
lations 

b. ii - Incert minimum quantities. 

b. iii- Eye and dexterity tests, 

a.   - Increase. 

c. i. - Reduce carpets. 

c. ii - Increase. 

c. iii- Increase. 

c. iv - Increase. 

6. b. i - Institute Graphs. 

6. b. iv - Experiment with slit wa 
fabric. 

6. b. vi - Reduction of one clerk. 

7. - Install. 

8. Install. 

3, 

3. c. 

6. 

Application of Cost 
of Consumer Stores 

7. a. 

7. b. 

- 65% base. 

- Complete every style. 

- Method of application. 

- Should be made. 

- Channel. 

- Eliminate. 

- Apply when purchased goods 
received. 

vftRNER IHT'IftNAYIOHA?. 
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APPENDIX   "C". 

CONSULTANTS'TIME  SPENT  IN   ETHIOPIA.- 

According to contract,   the contractor's personnel 

were  to spend the following length  of time in  the project 

area 

Name. ~     Field of Activity. Duration of  time in 
the Project Area   (weeks 

J.   Hearns Management/Cost 

(Team leader) Accounting 3 

K.   Stuart-Smith Marketing 3 

A.   Ryynanen Manufacturing 3 

Total   :     9 

After a preliminary review of  the project on  the 

scene  in Addis-Ababa,   the team leader realised that the  time 

alloted to marketing was more  than   necessary and that  Debra 

Berhan Wool  Factory would benefit more by  additional  attention 

to  the Manufacturing Division.     By  agreement with the management 

of Debre Berhan Wool Factory and the UNDP  resident  representative, 

Dr.   A.   Zichy,   the time  applied  to marketing was shortened and 

the  time applied to manufacturing was lengthened. 

The time applied in manufacturing was more  than the 

time  reduced  in marketing.    This additional time applied was in 

the best interest of Debre Berhan Wool Factory.    The outline of 

the  Standards Department was drawn  up and  implementation of the 

department was begun.     This work was  in addition to the terms of 

reference in  the contract. 

»ífeRNER IWnHMATIONAL 
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In the Administration/Coat Accounting field,   the team 
leader stayed one additional week over  contract in order to 
begin the implementation of  the recommended Standard Cost System, 
this implementation work being in addition to the  terms of 
reference of the  contract. 

Following is a table showing  the  length of time each 
consultant spent  in Ethiopia   : 

Name. Area of Arrival in  Left Duration of time 

Specialisation Addis-Ababa Addis-  in the project area 

Ababa.   (weeks). 

J.   Hearns      Administration/ Sept.   8 
Cost Accounting 

A.   Ryynanen Manufacturing      Sept.   7 

K.   Stuart-    Marketing Sept.24 
Smith 

Oct.     5 

Oct.   12 

Oct.     4 

5 

1-3/5 

Total   :       10-3/5 

A total of 23 man days were  spent  in Debre Berhan Wool 
Factory,   the remainder in.Addis-Ababa. 
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