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Explanatory notes 

The monetary unit in Ethiopia is the birr (B) • During the per~ od co·.rered 

in the report, the value of the birr in relation to the United States dollar 

was SUS 1 :: B 2.07. 

NLSC refers to the National Leather and Shoe Corporation. 

1 ft 2 :: 0.093 m2 

The annexes have not been formally edited. 

The designations employed and the pr~sentation of the material in this 

pub~ication do not imply the expression of a:n.y opinion whatsoever on the part 

of ~he Secretariat of the United Nations concerning the legal status of any 

country, territory, city or area or of its authorities, er concerning the de­

limitation of its frontiers or boundaries. 

Mention of firm nair.es and commercial products does not imply the endorse­

ment of the United Nations Indust~ia.l Development Organization (UNIDO) 
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ABSTRACT 

Assistance was requested by the Gove:rmnent of Ethiopia for the preparation 

of a projec~ suitable for investment, guided by previous studies carried out 

on the establishment of an integrated leather goods and garment factory in 

Ethiopia, for both export and domestic markets. The project "Leather Gannent 

Ma.nu.fa.cturing" was carried out by an expert from the United Nations Industrial 

Development Organization (UNIDO) from 2 September to.22 September 1979, in 

close co-operation with the National Leather and Shoe Corporation (NLSC). 

The major objective of the project was to prepare a. deiailed feasibility 

study for a factory to manufacture leather garments, products and sports goods 

(annex 1-.0) • 

The survey of material a.vailabili ty shows that both Ethiopian raw skins 

and the existing leather processing ca.pa.city are promising for -:he development 

of leather gament and goods manufacturing. The demand fer genuine leather 

products creates favourable economic cond.i tions in the local and the inter­

national markets and at the same time, local requireU1ents exc~ed thE supply. 

A leather products industry (with the exception of a producing shoes subsector) 

is practically non-existent in the country and through the material resources, 

the availability of labour and relative simplicity of these manufacturing pro­

cesses, favourable conditions exist for industrialization. 

Taking into consideration all factors affecting new establishments in 

Ethiopia the optimum annual output of the factory was determined as 345,000 
pieces, including leather garments, different leather goods, gloves and indus­

trial production. This unit will provide employment opportunities for 400 

workers. It will start with one :·bift and should achieve the tota.l ca.pa.c:.i ty 

in the fourth year of operation. The second shift should be introduced five 

years after implementation. The total a.mmal output will be 26 million 'birr, 

with a 30 per cent expert rate, and 750 employees • 

According to the feasibility study the payback period will be six and 

a half j·ears, the annual net profit will be 5 million birrs, whi·..:h is 18. 9 

per cent of sales. The investment is supposed to be covered by long-term (seven 

years) loan. 

Recommendations ~re ma.de on investment preparation, training and further 

UNIDO activities. 





-5-

CONTDlTS 

Cha.pt er ~ 

I. 

II. 

1. 

2. 

IN''l'RODJCTION. • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • . • • • • • • • • • • • • • 6 

FINDINGS ..•••••••••••••.••.•••••..••••••...•••••..••••••••••. 7 
Availability of ma.teria.l •••••••••.••••••••••••••••••••••••• • 7 

Demand for leather products................................ 8 

The existing leather product industry...................... 9 

Production programme for the new factory................... 9 

The feasibility st11dy •••••••••• •.••••••••••••••••••••••••••• 

Al tema.ti ves ........•• .••.....••......•........ • 'It ••••••••• 

CONCLUSIONS AND R!X!OMMENDA.TIONS •••••••••••••••••••••••••••••• 

11 

14 

17 

Annexes ••••••••••••••••••••••••••••••••••••••••• ~····•••••••• 21 

P 1-an:t layout ••••••••••••••••••••••••••••••• • • • • • • ., • • • • • • • • • • 75 

Factory area•••••••••••••••••••••••••••••••••••••••••••••••• 77 

3.. Al t.ernati ve plant -layout ••••••••••••••••••••• • • • • • • • • • • ·-· • • ·- - 79 

4. Organizational chart•••••••••••••••••••••••••••••••••••••••• 81 

-, -



INTRO:OOCTION 

Assistance was requested by the Government of Ethiopia. for the preparation 

of a project suitable for investment, gui.ded by preVious studies ca.rried out 

on the establishment of an integrated leather goods and garment factory in 

Ethiopia., for both export and domestic markets. The project "Leather Garment 

Manufacturing'' was carried out by an expert from the United. Nations Industrial 

Developnent Or.gani.zation (UNilX>) from 2 September to 22 September 1979, in clcse 

co-operation with the Na.tion..U. Leather and Shoe Corporation (:NLSC). 

The major objective of the project was to prepare a detailed feasibility 

study for a factory to manufacture leather garments, products and sports goods 

(annex 1.0) • 

According to the la.test statistics, the leathers produc1 ion of the eight 

tanneries controlled by th~ NLSC is 236,000 hides and 3,100,000 skins; in 

other words, the local industry processe~ only 28 per cent of the effective 

supply. OD the other hand, the amm.al ca.pa.city of ·.he existing tanneries is 

605,000 finished hides and B, 700,000 semi-finished skins (pickled, wet-blue, 
---crust) inciuo.ing- :. ~-000,oo0-pie~es -caPa.city- :fo;-:riiii~hedsitin;- c;h~-~p-and go~tY ~--

Th~ two-shift capa.ci ty of the Ethiopian shoe factories is a.bout 10 ,000 pairs 

per day of leather shoes (that is, 2,800,r)(X) pairs per year) which m~ans 

6, 160,000 ±t2 or""246,000 pieces of upper and -iim:":'~ leather.-- However~ the 

ca.pa.cities in the shoe factories a.re only utilized a.bout 50 per cent._ 

The finished leather is used by the shoe factories and a small quantity 

is sold directly for customers. Leathers a.nd garment ~ocds indv~tries a.re 

pr<:t.ctica.lly _non-existent .in Ethiopia though material resources, availability 

of labour and significant unemploymen~ att11r_ opportw:Uties !or -the manufacture 

of leather garment and. goods. ~Y finishing semi-finished ldather and using 

it for marketable products greater benefit co1·l.d be achieved through adde·< 

value. ~e demand for genuine leather articles such as garments, handbags, 

flat goods and gloves, is i~crea.sing in the developed countries. The prices 

of these goods are high 'but the market is competitive. 

Since hidea-aDcl akilis a.re one of the main lo'J&l resources; the 

Government of Ethiopia is attempting to expand the leather product manufacturing 

sector. Ai a. pa.rt of this activity, a U:NIDO technical adviser spent three 

we~ks in March a:ld April 1979 at the "Il,SC to investigate t~e possibilities of 

expleii ting the coi.ntry• a potential in the field and to recommend a proliuction 

programme. 

I 
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I. FINDINGS 

Ava.ila.bilj ~y of material 

The qua.l.ity of the corrected grain leathers and especially of the 

finished sheep and goat skins is not bad.. The raw skins and leather processing 

equi:ixnent promise leather of good quality, but the tanneries la.ck technical 

management • 

The expert visited two leather factories and studied their products. 

Corrected gra.in_leather, leather for garment and gloves and goat skins (termed 

"Mocassin leather'') ca.n be used for lea-:her product mami.fa.cturing. In parti­

cular the sheep skins ga.ve a favourable impression. It s&ems that the Ethiopian 

T< .nery is able to produce leather for garments and high qua.li ty goods but the 

finishing needs improvement. Ethiopian sheep skins have a relatively small 

' surface (the average is 5 f't ), therefore their most effective utilization is 

for flat goods and glove manufacturing or sport jackets assembled from small 

pieces and combining this with the manufacture of s ... 11 :!.'3a.ther goods with the 

aim of utilizing wastes. The leather factories have never produced special 

leathers such as are used for balls. 

A reasonable quantity of splits has accumulated in the tanneries. Some 

of these are being sold anc. the remainder used fo'!" j.ndustrial article:; such as 

aprons for workers and gloves. 

The prices for the highest grade (A) fir.ished leather a.re: 

B/ft2 

Garment 3.75 
Lining: pigmented 1 .19 

natural 1.10 

Smooth 2.20 

»nbossed 1.54 

Goa.t/ $neep 2.50 

Bunting 2 .13 
' 

These prices do not include 40 per cent excise ta.x which mu.at be pa.id 

to the Government if the leather is sold locally. The price of the fif'th 

grade (E) is usually abo·..it half that o~ the top grade. According to Ethiopian 

standard&, grade 11 A" skins or hides have 95 per cent of usa.\1le surface ( w1 th out 

an1~~~ ~s-Law-~ J)eTcent'-anOWiis-~ ,e:r-~ent·uaable 

surface. It should be emphasized that grading practice differs :!'rom European 

standards; the lots of leathers studied were overgraded by »iropee.n standards. 

I 



Demand for leather products 

Research of the domestic market was carried out by RLSC and determined 

the trend C'f sales for genuine leather goods. They showed slightly increasing 

consumption until 1977, then "the figures fell in 1978 (probably as a consequence .. : 

of supply d.ifficul ties) • According to the data the following sa.les volumes 

are expected in 1979: 

Handbags 

Flat goods 

Belts 

Industrial gloves 

Piec~s 

8,000 

25,000 

200,000 

20,000 

It is worth mentioning that imports of a.11 kinds of handbags amounted to 

780,000 in 1977. 

By increasing living sta.nda.rds, which is the major aim of the Govern­

ment of Ethiopia, demand ~ll increase too. This is proved by the sales of the 

newly opened leathe.r goods shop on the· main street in Addis Ababa., where they 

a.re selling different kind:: of bags, suitcases a.nd industrial articles. 

According to the sales .figures, the following quantities have been sold in the 

first five months of operations: 

Number of models Number of 12ieces Aver!E,e unit 

Lady handbags 40 500 60 

Ilriefca.ses 9 600 10 

Wallets 6 500 15 

Small articles 15 2,000 ,, 

Belts 11 1,500 13 

Industrial gloves 5 7,900 17 

Aprons 2 14,000 1 

Aprons for workers 1 130 . 45 

~,.:i.ce 

The shop manager stated that they do not have any difficulties selling 

even with such high prices. The total turnover of the shop, which is controlled 

by NLSC, was B ~17,700. 2 
The other shop owned by NLSC sold 123,324 ft of leather for garment in 

i978/79 at an average price of B 2.79 per ft
2

, which corresponds to sufficient 

material for 3,300 leather jackets. (This quantity wa.s produced ma.inly in the 

Ethiopian ~a.nnery.) The average price of a leather jacket made by·a private 

ta.ilo'."' is B 350. 



The Sports Commission of Ethiopia. declared the following a.mmaJ. require­

ment for balls: 

Footballs 

Volleyballs 

Handballs 

Hea.vy ( tra.inin&} balls 

41,000 

37,500 
27 ,000 

200 

The Government officially invited NI.SC to prepare to meet this demand. 

As far as exports are concemed, it is d.ifficul t to determine the demand 

for Ethiopian made leather products. On the base of loca.l leather prices and 

the relatively low wages,a good export potential seems to exist, but the la.ck 

in manual skills, design and ma.mifa.cturing experience are hand.ica.ps. 

The existing leather product industry 

Leather garments a.re supplied by private tailors with very long delivery 

time. Genuine leather goods a.re ma.inly imported or produced by private manu­

facturers. Just one year a.go, a leather goods wo~kshop was established in the 

Awa.sh tannery in order to utilize the splits and low quality finished lea.ther. 

The workshop belongs to the tannery management and· :irs controlled by a supervisor, 

who is also tile designer. It now employs 25 workers producing lad.ies•~'tiagS-=--­

from embossed hides a.nd belts, suitca.ses and industrial gloves from crust and 

split. The working standa.rds and quality performance is very low {e.g. three 

operators work in one team making 5-7 handbags in eight hours). The supervisor 

designer tries to follow the fashion (he copies patterns shown in an Ita.lian 

magazine) , ·out Ethiopian fashion is behind European by 2-4 yea.rs. 

The workshop is equipped with some old ma.chines {e.g. Singer sewing 

machines on transmission drive), but they have six new sewing machines (in­

cluding two Singer 331 K 116, one Adler 1680-3635, and one Singer 20V). 

NLSC sees the problems concerned with the technical management of this 

workshop, therefore their intention is to move it fro~ the tannery and use the 

workers a.nd the_machinery as a starting point for a new leather goods factory. 

Production programme for the new factor3• 

The ·a.etermina.tion of the production--prolram:za; f - ~ely the -p~duct-mi.x 

and quantities to be manufactured, ha.s been made on the following basis: 
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(a.) 'l.10 increase the added va.lue on products for which ba.sic ma.teria.ls 
a.re ava.ila.ble locally; 

(b) To cover domestic ~emand for leather products by local manufacture 
in order to decrease imports; · 

(c) To introduce new working opportunitie~ for the unemployed; 

(d) Local materials, especially sheep and goat skins and the existing 
leather processing and finishing capacities a.re su.i table to produce ma.inly 
leather garments, fancy leather goods and gloves; 

(e) It is important to produce goods for export to ea.rn convertible 
currency: 

(f) The new factory ID11st be organized on the appropriate level, which 
means that the. production lines have to be established according to economically 

. . .. (g) . Workers for a new factory ca.n be trained onl1 to a certain level 
(that is, to perform.only a few operations on one machine), therefore, produc­
tion process must be broken into general operations and quick changes in th~ 
production programme cannot be allowed; 

(h) Establishing procedure is ID11ch simpler for one factory than for 
several ·smaller, bu.t specialized ones; 

(i) NLSC needs an opportunity to break into the market of developed 
countries, which involves pilot trials with different products. 

-- ~---- ---- - - ------- - - - ---

Taking into consideration all the above factors, the factory saze was 

chosen intending to cover 40-80 per cent of k:nvwn domestic demand for leather 

ga?'lllents, goods, _gloves, industrial articles and.sports goods. _The targeted 

export rate is 25-30 per cent in value terms. Since leather product manufac­

turing does not need a.ny special type of bu.ilding or utility fa.cili ties a.nd 

most of t:t:.a ma.chines ca.n be used for different kinds_. of. articles t the ca.pa.city 

will be very flexible. 

The production programme covers the whole range of leather products (ex­

cluding shoes). The targeted output of 100 per cent ca.pa.city utilization in 

one shi~t is as follows: 

Pieces 

Lea. ther ga.rment s 15, 000 

Gloves 10,000 

Leather goods 

Ladies• handbags 40,000 

Travelling a.nd sports cases 10 ,000 

Briefcases 20,000 

Wallets 25 ,000 

Sma.il a.rticles 30,000 

1 

I 



Belts 

Ba.lls 

Industrial articles 
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100,000 

40,000 

55.000 

345,000 

The total annual cn:rtpllt will be 345,000 pieces to start with, or in 

value terms B 13,649,000 ,these figures will be doubled when the second shift 

is started and total capacity achieved). It is planned to .achieve 21 per cent 

exports in quantity or 23 per cent in value in the fourth year of operation. 

If the conditions conoe~ng market demand, manpower, material supply, climate 

etc. are suitable to es~ablish a second shift, it can be introduced in the 

. fif'th year of the proj~ct. Of the total production ca.pa.city, 26 per cent 

(or 30 per cent of the produced value) should be exported and 40 per cent of 

locally marketed production will be sold in the NLSC shop. The rest will be 

sold through local wholesalers. The estimated sales revenues and the produc­

tion programme for each year and each product are shown in annex 3.4; annexes 

3.1, 3.2 and 3.3 give data of the materials to be used in the production, annex 

3.5 presents the sales a.nd distribution costs • 

. 
The feasibility study 

Market resea.r~b and product preparation (including the range-building, 

establishing conta~ts, preparing pro forma. offers etc.) a.re extremely impor­

tant. .A.'l?lex 2.0 gives an idea of the costs of pre-investment studies and 

preparatory investigation. 

The bas1~ materials for the suggested production programme a.re available 

. locd.lly with the exception.of _textile linings and leather fibre- or paperboard. 

Fittings and auxiliary materials will have to be imported. From the annexes 

4-4.8 it can be seen that only 28.6 per cent of materials and inputs are from 

abroa.d. Comparing the estimated sales revenues and the total material inputs 

it can be seen that the latter share is 49 per cent which is very promising. 

The manufacturing process is supposed to be organized in such a way 

that each product is produced on specialized lines (tracks). This allows 

machines and equipment to be used effectively with a high degree of utiliza­

tion. F'urthennore, the labour force can be trained more quickly to the pro­

duction. Annex 5.1 contains a list of proposed machines, auxiliary servicing, 

-orri.c-eequi~e~~ and -thi" pr1mar~' stock- of spare parts a.nd toois required, 

with detail~d information on their wefght,-pcwer a.n.d compressed ~ir consumption, 
\ 

I 
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origin and price. A-s +.h~ necessary ma.chines cannot be obtained from 3. single 

supplier (no company having S11ch wide range of equipmetit) they are chcsen from 

the most economic sources, ta.king ~"'Ellia.bility and ma.intellarlce into con~~deration. 

It is recommended that tb.e sewing ma.chines be purchased from Adler, because 

the lllla.in products are leather goods and· these machin&s provide the best tech­

nological parameters for the necessary kind of manufacturing processes. The 

machine park is very nerible with the exception of glove S6wing and leather 

· ga.rmet.1.t -pre~ine; 'machines- (l;.bei;r 'Vlalue less than~10 per cent of a.11 ma.chines• 

costs), m>&t of the m.a.c.ninery can be used for any kind of leather goods manu­

facturing. In o~er to help in the decision mak.i.ng the a.nnex 5.2 gives a list 

of altena.tive equipment. For almost ea.ch production machine one can fi:ad 

alternative types of different origin. The total cost of equipment is blrr 

1,560,000 and 2=-.4 per cent of \this equipment can be obtained in Ethiopia 

(annex 5.0). 

NLSC does not have a. location planned, so it was not possible to select out 

the best location. Since the land in Ethicpia can be obtained f-ree of charge 

and a.ppropria.te_pieces of g~"OU.nd. a.re a.va.il~ble throughout Ethiopia a.nd. a.round 

Add.is Abatia the expen and the NLSC management a.greed in preparing the project 
. 2 

doeumentation for a. nominal land value. For production purposes 2·, 100 m 

'b!U.lding is needed which with servicing and litana.ging facilities will be 
2 3,780 m • The proposed layout is shown in figu.re 1: fashion goods (e.~. 

gloves, leather garments and leather goods) manufacturing is separated from 

that of standard ar~icles (e.g. indlll!~rial and balls) production. The cutting 

and preparation a.re centralized in both departments. There is a training 

section to carry out initial training and retraining. The stores are projec­

ted a.pproxima.tely twice the amount nedded for no:nna.l operations. 

The social facilities and the offices were calculated according to Enro­

pean standards and the cloakrooms are designed for two shifts wo:r-king. The 

total investment need for all civil works is birr 5,200,000 (annex 5.3 and 

figure 2). 

The wages (annex 7 .3) were planned on the ba.Ed s of avera.ge work for the 

p1•oduct (annex 7 .2) to be ma.nufa.ctured; &a.la.ries \annex 7 .3) were determined 

according to loca.l norms taking into account the surcharges (a.r !ex 7. 1) • The 

varia.blie cost of manpower is 630,000"'b1rr/year, i.e. 1.48 birr/hour. A proposed· 

ma.na.gement organization is shown in figur~ 3 and the estimated overhead cClSte. . 

a.re detailed by annex 6.0. 
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After the decision has been made to implement the projects, two more 

years are nei:1ded to 'bllild up the factGry. This period has to be used for the 

training of management and labour. Project implementation costs are estimated 

as birr 340,000 (annex 8.0) and detailed financing analysis has been carried 

outt. The initial fixed investment costs (annex 9.1) and the pre-production 

capital ex~~ditures (annex 9.2) are b.irr 5,256,000. The annual production 

costs ar~ shown in annex 9.3. The working capital has been calculated using 

the following data: 

·Account receivable 

Local ma.terial 

Imported mat~~ial 

Fittings and auxiliaries 

Work in progress 

Finished products 

Cash in hand 

Account pa.yable 

30 days at production costs minus 
depreciation and interest 

20 days 

120 days 

270 days 

8 days at factory cost 

30 days at factory cost plus administra­
tive overheads I 

30 days of wages and salaries + 25 l)er 
c.mt 

15 days for raw materials and utilities 

The ~orlcjn~ capital- ~~~birr 3, 151,000 for one shift and birr 5,s3;,ooo· for -
two s:ufts (lUl::lex 9.4)·~ According to the calculations for l.nvestment costs 

(annexes 9.5, ~.6, 9.7 and 9.8) the start-up.of the factory will need birr 

12,000,000 and the introduction of. the second shift birr t2,000,000. NLSC 

do not have their own capital for the investments; however, the local banks 

are ready finance feasible projects, so the money must be borrowe'B..· Ta.king 

into account 10 per cent interest in the case of long-term loans '8lld 9.5 per 

cent interest for loans from the local commercial bank the financial plan is 

as follows (annex ?.9): 

J_a) __ For_ t!ie.'start-up period the factory h&s to borrow birr 12 ,000,000 
in three consecutive yea.rs starting from the investment; 

(b) The factory will start t~ produce goods in the second half of the 
second year and achieve total capaci~y in the fifth year; in the fourth 
year it wil.'r"start to repay the borrowed capital; 

1 (c) !i'rom the sixth year, the factory will increase its working 
-ca.pftal; to- cover this l.t will.need birr 2 ,000,000 on a. short-term loa.n; 

(d) By the te~th year, the factory wi~l have repa.yed all borrowed 
c~pi ta.l, 
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According to the net_ inco~~ statement (~ex. 9. 10) the break-even point 

comes in the middle of the seventh year. The rela.tivel·y high gross profit'-is 

decreased by the tazes calcul~ted on the basis of th: followipg data: 

Turnover tax 

Excise 

Transaction tax 

General reserve fund 

.Annual capital charge 

2 per cent or B&lAs 

40 per cent on leather sold on the 
local market 

7 per cent of sales on 40 per cent of 
the loca1 sales (in the shop of own) 

10 per cent of surplus until the deter­
mined amount has been achieved 

5 per cent-of cumulated general reserve 
fund (only from "the fourth year operation) 

I 

The total amount of taxes during the first 10 yea.rs of operation will 

be birr 26,000,000. From the eleventh year, the anm1al net profit will be 

birr 4,922,000, which will be 18.9 per cent of sales. 

Alternatives 

Alternatively, the production programme can be reduced as noted below. 

Leather garment and leather goods manufacturing 

The leather garment manufacturing line in figure 1 represents the mini­

mum economic size, but the leather goods product-mix can be reduced by not 

specializing or leaving out certain articles. However, an economic balance 

must be kept between the larger (handbags, sports goods and suitcases) goods 

and the flat goods (wallets, small articles) in order to utilize wastes. Belt 

manufacturing should be treated as a specialized line, .which has the minimum 

industrial. economic size of 50,000 pieces per year with one sh.ift working. 

An economic product mix is proposed as follows: 

Leather garments 

Larger leather goods 

Flat goods 

Belts 

Pieces/year 

15,000 • 

40,000 
40,000 

50,000 

Thousands of birr 

. 4,800 
2,600 

440 

650 

Total output would be 145,000 pieces/yea.I p~_B,49Q,OOO birr/year with one shift 

working. 

; 
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The investment ca.lculc..tions are derived· (annex 5. 1 a.nd figures·~ a.nd 2) 
- --

by not taking into calculation the tra.cks •for suitcases or the workshop for balls 

a.nd reducing the ;nachines for belt and flat goods manu.facturing, as well as the 

costs for administration. Taking into account all the necessary changes, the 

fixed capital contents require the following items (annex 10.1) 

Equipment 

Building (2,520 m2) (figure 3) 

Site preparation and setting 

Pre-production expenditures 

Total 

900,000 

1,000,000 

450,000 
300.000 

2,1)50,000 

The direct manpower requirement is 140 workers and 35 staff. The total 

material cost is birr 4,385,000, so the anm1al production costs will be birr 

6,300,000 (annex 10.2) and the working capital birr 2,200,000(anriex 10.3). The 

gross or taxable profit will be: 

Sales 

Production costs 

fil!!: 
8,490,000 

- 6, 300·;000 

2,190,000 (25.6 per cent) 

Taking into account 25 per cent exports, the total ta.x will come to 

iirr 1,470,000. Summing up, the net profit will bi: birr 720,000 or 6-.5 per 

cent of sales revenues, which is acceptable compared with the profitability of 

existing NLSC controlled enterprises. 

Separation of two production facilities 

The two main manufacturing proce~ses are separated in the building 

suggested originally (figure1)' because the industrial articles and ball 

production need a quite different managerial approach and use different materia~s 

compared with the fashion-o-iented leather garments and leather goods manu­

facturing. An alternative would be to separate the two workshops under inde­

pendent ~i.nagements. This solution needs more fixed capital and more managerial 

work during the implementation period, but afterwards the factories would be 

easier to manage. 
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H.!9:uced production programme 

A reductio!!. of the production progi-a.mm~ for lea.ther garment ma.nufa.c. tu­

ring would inev~ tably result in a loss of efficiency (i.e. worse utilizatio:D 

of ma.chines and equipment). On the other hand the quantity of leather goods 

to be produced may be decreased, but in this case it is necessary either to 

limit the production to one or two kinds of goods (leaving uncatered for cer­

tain components of the do:nestic demand and not using wastes from leather 

garment cutting) or to octain highly skilled labour for the production line 

{which is impossible in the near future). Nev .... rtheless the following product.­

mix might be considered: 

Leather garments 

Leather goods (with the proportion of 
small~ end large-size articles at 
lea.st· i:' 1) 

Industrial articles 

Balls 

Pieces/year 

12,000 

60,000 

20,000 

7,000 

These manufacturing processes can be placed in the ·bigger worksho'D. 
(figure 1) with the stores so the building requirement would ·oe a.;ound- 1-,600 m

2 

including social and managerial facilities. The total number of workers and 

staff would be approximately 130 and the total fixed investment nearly b~rr 

1,600,000. 

Leather goods manufacturing only 

One more variant is to be taken in account, that is leather goods produc­

tion. The minimum economic size would be 80,000 pieces/ye~r, but the most 

effective would be the leather goods manufacturing programme detailed under the 

heading Production Programme for the New Factory. ~he economical evaluation 

has to be based on data used in annexes 2.0-9.10 and figure 1. 
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II. CONCLUSIONS ARD RPX:OJIJIDDATIONS 

Investment decisiollEi a.z.d preparations 

Well prepared market research is necessary prior to the investment de­

cision, which will aim first of all at studying the export possibilities and 

condition~, paying special attention to the prices, competitive situation and 

required quality standards. The importance of the sample preparation and 

building to be offered mu.st be emphasized. As suggested ay the previous expert, 

a third stage of this project seems to be needed, and the product sample pre­

paration :ieeds more time and expertise. 

Since local market demand is quite high and probably increasing, the 

realization of the suggested leather garments, leather goods and glove pro­

duction programme does not mean a big risk. For ball ma.rmfacturing account 

ha.s to be ta.ken of the lack of experience both in the leather and assembling 

processes. Industrial articles do not need much direct labour and utilize the 

waste material di::-ectly from the leather manufacturing process, so it is worth­

while to analyse the possibility of keeping the process at the tannery. 

For leather garments, the f:inishing quality has to be improved in order 

to avoid s:potsand unevenness of colour on the surface. Due to the sma.ll sizes 

(surfaces) of sk:.i.ns and the quality required for export, it is recoID!llendeci 

that skins be selected mere carefully after liming·in we~ blue and in cro.st. 

It is also recommended thct processing aimed at producing higher quality leather 

for leather goods be impDOved. It would be advisable to introduce special 

colours ana printed gr-~ins on garment leathers (both skins and hides) in order 

to give a s-pecial character to the "model families" to be designed. 

One of the most significant tasks in the pre-investment and pre-im?lemen­

ta: ion period is the range building and desi~. To start with, the leather 

garment models should be jackets assembled from smaller components without 

com."Jlicated decoration. The leather goods models sho·1ld be designed on the 

basis of certain material types. Special metallic fittings ba.ve to be chosen, 

or designed, for decoration. .. 
The proposed manufacturing processes can be placed in any kind of buildings 

having as a minimum 4 m inner height. If such a. type of building is available 

the investment costs can be significantly.reduced. The location should be 

chosen to minimize the transportation costs. 

• I 
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The sta1"ting-up process of the leather_ ;iroduct manufacturing factory 

with the su.ggested product-mix involves many problems of design, technical 

supervision, qua.li ty performa.rtce and selling on the international ma.rket. In 

order to solve these difficulties cutside co-operat=.on may be considered in 

the fonn of joint venture or technical know-how contracts. 

Training 

The pre-implementation period involves the ·tra.jning of technical manage­

ment and labour. (Experience gained in Ethiopian factories and at NI.SC indi­

cates that skilled staff can be recruited locally for general, a.dninistra.tive 

and economic ma.nagcment .) Special attention shoul~ be pa.id to tht: training 

of designers, supervisors and opera.tors. 

Designed training 

The proposed leather product factory employs three designers and pattern 

cutters (figure 4). The chief deals with the range build::.ng and he (or she) 

need5 the highest skills. It is recommended that young people with a.rt istic 

talent and foreign (possibly Ital~an) language knowledge should be selected 

and sent for training in design to Italy (or ~C?e) J~j_}:.6_m()nt~, and then that 

person will be expected to train the other designers. ~eside this fellowship 

an Italian or French designer should be employed for 1-2 months per year in 

order to refresh the design attitude and advise on up-to-da.te fashion trends. 

(Su.bscription to fashion magazines and Saillples bought in developed countries 

should help in the designers• retr~ining.) 

Su.pervi sory training 

Productivity a.nd quality ma.inly depend on supervision, therefore, at 

lea.st three supervisors (for leather garments, leather goods _alid-_b&h manUiact\iring 

processes) should be given an opportunity to visit appropriate fa>.ctories in 

lillrope (e.g. in France, Italy, ·the German Democratic Republic or the United 

Kingdom of Great ~ri·.;ain and Northern Ireland) for 3-4 weeks each. The 

candidates should be selected from those who complete the instnictors• course. 

Opera.tor training 

The tra.iniLg of the opera.tors (especially sewing ma.chinists) is usually 

organized in two stages. In the first stage, the instl"LlCtors must be trained 

either a.broad or locally. In the second stage, two foreign experts will be 

needed for 6-1.2 wee!:&, they will be a.ble to tn.in 12-15 instructors by the 

skill analysis method. Later on,these instructors, under the supervision 

·, 

l 

I 
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of a foreign expert, will tra.iu the workers. Generally one instru.ci;or ca.n 

hand.le si:x trainees and the cour&es lastB-14 weeks inclu'.iing stamina building. 

The training of labour for similar operations takes 1-3 weeks. 

Retraining 

Since the initial training covers only a part of operations and is con­

cerned only with standard operations regular retraining is essential. For 

this reason the factory has an indepe~ent instructor, under the technical 

- ~!°~B __ cont~~-'-~Who deals with retnuni.DJ, wi._!~ th~introd~-;l:__o~ o_f effectiVt: 
new working methods and with improving workers• performance. 

Management training • 
Technical control of the factory operation, namely _production, techno­

logical and technical developnent, also needs educated staff. Application 

to ma.chine Sl'..ppliers for free material and scholarships is advised. 

Follow-up 

In September 1979 a ~arge-scale UNIDO project has started, title 

Lea.ther and Lea.ther Products Development~(JJJ'/~7~/00)/A) to be carried _out 

by an international team of experts, to deal, among other areas, with marketing. 

It is recommended that the marketing experts• task be ertended to cover some 

ma.r.~et research and to establish contacts for the leather products factory. 

The implementation of the leather products factory can be successful 

only if international experts a.re involved. NLSC' and the Government of Ethio-. . -
pia. should apply for international aid for the f.')llowing jobs: ' 

i 
(a) Organization of ma.chine implementation and negotiating with the -

suppliers - one leather garment leather" gooCis-techriologist, three times for 
four weeks with travel in Europe; 

(b) Training of instructors· and supervisors a.swell as the follow-up 
of opera.tor training - a training expert in the leather garment goods and tech-
nvlogy fo:o six months; ---- --- · -- - -·-

(c) Training of opera.tors for ball manufacturing - one .expert in de­
sign of leather garments and goods twice for four weeks. 
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Figure 1. Plant la:; 

0D8D~DBD0D0D8DBD8DGD~ 
;,,6 t · ,.- .. .__ r. ,p.c ""·~..._-, ,.... ,..~ ·:,.. .. · . 

CJD <J8 <JG] aB CJD aO a[] aB aB CJ-==-G--=-cit 

B' ~DBDE!DBD~DG~D D p [µ 
(rl.O"fl MPINoJ~~\,_',A.1,,:..r.., 

oDoD[JD~D Em' ~m' fl r-J ri­
[]~ E[][]' EITJ' EITJ' ED t;j ~---

·~·-- i~C1 A ... : .- ~· • ff\11_ c. ~-

[], f[B, f[], @, f[j, fB, ~) f [}-T{J 

Qj~g ~ \ lB7U I I 

I(?> /I - -- --- ----- -
\11& -'. 

: ~l/l~; 
L_ - - -- J - --

1 

;:~ l- . u 

L_ - _1_· - -- - - - - -

r-6 :;­
- ~_;_ 

- _J l_ __ 

' ,­
' 

- J L. - ---

I l 

W10A:::.w • o=a - - -.cc=--~...--..-



75 -

Plant layout 

] <:Q aG <JG} clJ 

: J C8 <lGj<JB <Jc.I 

(€] <1EJ <JE! <JE] aG 
~111:,..;.1~ ]l_1'f'\t_t~t....:.1 

•
1
<JR aEJ <JO <ff] D / 

I I I I 6 I 
~ ~ 

f--r--;--t- ~- '. -f- -: -t--:1 
/15' 

---~----'~ ~QQ 
• c • . ,. 

I 5' 

--0-

l 1 

81,ooo 

I 

--- ---- --- -- -- -- -- - ---- ___ J 

-- --- - --- - - -, 
--- _J 

--- -- - 1 

I 
I 
I 

- --- - __j 

---·------ -~ 

- .. 

0 g ... 
~ ' 

. I 

! i 

Bl 

<'. 
.,_. ....... ~.A ______ _ 

~J}e 
CJ53 

SECTION 2 D ,,.:_JI 





-- - --·------- -- - . -------------·----- -

- 77 -

Figure 2. Factory area 
i . I 

I 1 __ _..-

~ 

\ 
I 

I 

~,~---------a;;io;;---------~f L, 

r-------------------- , 

l 

l 
eJ 

I 
/~, 

I \ 
I I 
\ I 

' I ... _~ 





52 

r, I I I I I I I 
FINIS~EO PRODUCT STORE 

52 I" I I I I I I I 

--"' r-- '------

' - _ ,__......, :-....-: --r--1 • ---r-1 --,.--I ......----,II. I ~ 

f52 52 52 

BASIC ANCJ AJ<ILIARY MATERIALS STOR::C 

·----~------···----·-- - -

SECTION 1 

I 
I 
I 
I 
I 

' ~ ..... ,--·-­
.<I 

;;;;; a i 

'JO 1~EJ EJ :r:J 
(d~ d~J '~EJ 2 El 'El 

EJoEJcEk~ ~:'B= Et E: 



- 19 -

Figure 3. AlternaiiYe plant layout 
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