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US § - United States Dollars
Tsh - Tanzarian Shillings
S § = 9,80 Tsh /November, 1982/
. 1Tsh = US§ 0,102

2o Hjesmmt units

2° - square meters / 1 o2

2

= 100 dm“ ~ decimeters/

sq.ft - square foot

1 sq.ft = 0.0929 m®

1 m? - 10.76 sq.ft
kg = kilogrsmn

i1b = pound
1 1b = 0.4536 kg
1 kg = 202059 lb

to - metric ton /1 to = 1,000 kg/

3. Special abberviations and sizns
4 full stop separates decimal fractions from whole
rts

/o/ comma separsates thousands

2000 = thousand /ofeees/
| million /ofeeeo/
ese =~ from~to /till/
me - machine

sp special
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Suggested product range for the MST with sanmples
cf footwear, detailed costing 2ad production
plaaning for short-, merdiun~ ani long-tern
pasis., The footweor renge has to be based on
mainly 2

components and raw materials, which are allcowed

ocally uvailatcle materials and only

Lo be imperted wnder the present ragulations and
Tinzrcial condiiicns, should be indluled,

Arrancam=nts

In erder Lo zeot toe UNIDO’s rejulresent and utilice

[

experiences zained In running 2 shoe factory of similar
size a ftearm of experts wes creaves, wnich had the follow-

ing featuras:

ecial tasks were assigned o each ceanrmenper,
nanely

-

. marketing and ecuncmic aspects,

. rap-e building and technical preparation
of the production,

. Dreduction and gquality control,

» labour and management training,

« equipment maintenancr;

-~ two experts were called in frum the DUNA shoe
factory, who had over 2o years experiences in
marketing, economic and technical control of
large manufacturing units and who are today in
key positions in tnis factory;
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- the team coordinator nad wide experiences
in application of advanczed training methods
used in the footwear indusiry of industrialised
countries as well as in investment preparation
and execution with special references to deve-
iopinz countries;

- arn expert in foreign trade participated also in
the Zield work in ordser to advise on commercial

c
and contractual aspects of recommendations to

-

e wordLed out,

The subcortract called for 3.2 man~-months field
wory pluz 2.2 man-montes additionel services, which
was o be renderad in the hone country. The five
evperts departed from Hungary on 41st Hovember 1932;

o R N A R < iRt AN

one 2L tne ‘tear nepbers retuarned on 13th Noveuber 1532,

i while the cther Inur errived 1 Budszest on 2ird No-
; K 3 (SR Lo ~ epmq o~ T
Ve L5537 /i.e. the actual service rrovided was 3.7

man-nontns incliluling travel ana 3.15 man-meoatis
excludin: *travel/. The representetiive of TNTERAG sta-
tioning in Iwr-es-Lalaam and assisted the team in

R

administrative and organilsaticnal activitie,

After naving discussed the osbjectives and the
work~plan with the CTA of the progect and with the
ITL of the project DP/URT/73/CL0O/, also takinz into
consideration the background information and guidelinss
received by the team coordinator during his oriefing
in Vienna /27th October 19332/ it was decided, that the
team had to move to lMorogoro on 5th November and
return to Dar-es-Salaam on 16th November 1942. It was
agreed upon with the CTA that the team should concent-
rate on techno-economic aspects of the project, while
the CIA would deal mainly with managerial questlions and
higher level industrial policy problems involved,
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Services rendered

The team of experts discussed the main problems
and difficulties of the local shoe sector with the
mambers of the UNIDO team serving urder the project
DP/URT/78/010, then made a short survey in the
Tanzania Shoe Company and its retail outlets in
Dar-es~Salaam, A detailed sudy concerned with the
investment, sterting up, recent production training
of personnel, merketing and management of the Morogoro
Shoe Conpany was carried out on site. Several official
and informal meetings were arranged with local autho-
rities, the UNDF, UNIDO and VB representatives, as well
as with diplomatic and commercial missions of diffe-
ren%t ccuntries delegated to Tanzaniz. /The detailed and
complete programme carried out, 1s attached as Annex 1;
the list of imporiant persons met in Tanzania is found
in Annex 2/. .
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and living caad;ﬁm in Morogoro.




The footwear consumption in the industrislized
comtries is in the region of 4.0,.,5.5. pairs per
capits, in the centrally planned economy coumtries
that is 3.0...4.5 peirs per capita. Taking into
consideration the climatic conditions and traditions
of developing ¢ untries the minimm required con~
sumption should be around 1.0 pair per capita.
Computations based on the most recent production
statistics and estimation of retail data show, that
the actual sonsumption in Tanzania is about O.3 pairs
per capita. This is considered to be a very low
consumption figure even under present conditions.
Marketing studies made by local factories and
institutions, as well as the opinion of the UNIDO
team of project DP/URT/78/01C - mainly based on
researches completed by the marketing expert -~ indi-
cate a real possibility of selling 5 million pairs
of leather shoes in Tanzania without any difficulties
and probably without any influences on the local
retail and, consequently, on ex=factory prices.
/Considering further canvas and rubber/plastic foot-
wear trading the overall consumption even in this
case would not achieve 0,5 pair per capita,/
The BORA’s output is nearly 1.0 million peirs annually,
the privat sector and the shoe menufacturing units
controlled by SIDO add some 2.0 million pairs yearly,
80 there is enough room for expanded supply of leather
footwear to the local market.




~ Having paid visits to BOBA shoe shops: in Darwes-
Salsam the tesm of experts has to confirm those zafe:b-
mations concerned with the extremelly high retail
Prices found in Tanzania. The following data are
to prove this statement:

Selling price
_ Tsh/pair
Jogging shocs 350. ..500
Clogs 400, ..600
Canvas shoes 180.,.360
Moccasins 450..,700
Ladies shoes on PUR soles 380...480

Owing to the sortage of supply the footwear
actually is distributed in Tanzania, rather than
marketed.

The quality of the locally available footwear
is rather poor, the styles are out of fashion, the
materials used are of low grades. The main reasons
for this situation are of the monopoly of BOPA in
selling shoes, the unsufficient supply of fashion
information and lack of foreign exchange required to
introduce new lasts and injection moulds., In spite
of the quality problems and the low living standard
of the local population the domestic market seems to
be fairly big, which stress the necessity to increase
the Tanzanian shoe industry’s output.

The import in to the indusirialized countries
has increased significantly during the past two
decads -~ due to the high local costs /mainly because
of the high wages/ and the cheaper supply offered by
a number of developing contries. When considering
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5 Lo debriled study was owda in 977 by international
ecxpevhe for the W5, which daclared the feasibility of
Z creaving and industrial estave comprising a tarcery, a
cani., nill, 2 leatherboard nplant, a footwear facteory
and 2 lecther soods plant, The Morogoro Tannery was
estabplished .~ing ul-arian experiics /in fact still
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oprerational by 1420. Ls the uex’ stage of the project
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iii/

iv/

-~ the raw and auxiliary materials supply was
not possible in that quantities as required
without significant actions directed toward
to indrease the reliability of the deliveries
from the tanneries near to their installed
capacities; especiaily securing funils for
imported materials and improved hide and skin
collections;

the targeted export ration /€5 % of production/
was far too optinistic for such a country and :
brand new factory, which had no traditions in
shoenaking /therefcre was wnknown to the world
imarket/ and where the raw hides and skins were
of lower quality graces;

the WB study considered tho OECD and scme Near-
-Zast Asian countries as pessitle markeis for
foortwear manufactured in lMorccoro at US @ 9.10/pair
average price /at 1977 price level/:

~ this price was not acheivcble even for thoce
European cowntries /e.g. Portugal, Greece,
Yugoslavia, Hungary etc./ which where estab-
lished exporters and had long experieces in
this sector,

- the 20 & the total production meant minimum
1.08 million pairs of canvas shoes to be
exported, which was more than optimistic plan
having the heavy competition from Far-East
and the competitive prices on the world market;




v/ the location seemed to be justified by the complex

idea /having the leather and canvas supply from
the neighbouring factories/, but one should con-
sider the differences in costs of transporting

raw materials and snccs - since the later is

less econonic¢ and needs nmore care -, when the export
shipments may be delivered only from Dar-es-Salaam
or Kilimanjaro, where suitable facilities are
available only in Tanzania;

vi/ the production costs and the local shoe prices
were vell underestimated /e.g. leather shoes?

price was Tsh 62.25/pair, while a pair of such
footwear is sold ex factory for Tsh Z00...400

teday in Tanzania/;

vii/ the average imported material consuaption was
estimated for 1682 as U3 £ 1.6CG/pair, which
might be close to the tedays reality - but

only for moccasins made of gozt upper and
leather soles at a reasonably good quality leved,

while e.g. cavas shoes consist of US £ 2.27 jogging
shoes U3 ¢ 3.36, sandels U3 ¥ 2.60 value of impor-
ted materials /see also table 1/

2.5, The plant realisation

The MSC plant was installed in 1980 and was to
start up immediatly.

The 3ite preparation and arrangement have no majos
weak points, but the building construction selected
does not £i+t to the local conditions. The tannery and
the canvas mill were built by using a pillar construc-
tions with walls of brick, the two story shoe factory
has steel pillars and alauminium walls. The building has
no ventillation system, no solvent exhousting netwcrk,




the distribution system of compressed air and i
electric power are also weak, The workshops are .
very hot during the daytime, and although being only W
in 5th year age the walls show significant signs of
cerrosion, the roof leaks whern raining.

The equipment delivered bty CIEM, a consorcium
formed by ITALMACCHIIIE especially for this prcject,
had a total value of US ¢ 7.5 million. In general
the production machines are of gcod quality and
high productivity, mainly bought from ‘i;arioﬁs Italian
shoe machinery manufacturers, howerer some equipment
come from Opain and FRG /there are 131 different
machine types from 25 different menufactwers/. The

governing ideaz for collecting the supplied machinery
probably was to egquipe the INS5C for a wide variety of
vroducts and tc provide all necessary means for a very
flexible manufacturing programze, which would be near
to the range exported by Italy tc other industriazlized

countries /not by one specialised expcort but a complete
sector of a country/.
A thorough survey of 2quipment carried out by

our team led +o the following conclusions:

i/ the plant is well overequipped in general,
since almost all the manufacturing lines were
considered to be able to produce a variety
tvpes of shoes using different technologies
/stitch~down, stuck-on, McKay-sewing etc./;

ii/ the machine types selected and delivered in
certain cases do not fit to the local coadi=-
tions /e.g. BIMA integrated workplaces for
reinforcing operations, SAGITTA PC 15 R hign
frequency moulding machine, FERRARI two colour




direct injection moulding machines etc./ or
the respective operaticns could be performed
without them /lining trimming, some finishing
operations, adhesive apply =tc./;

iii/ the machine park is unbalanced: some eguipment
are not sufficient /e.g. there are only 5 pulling
over and lasting machines, £ sole laying presses,
no counter conditioning zand very old construction
cf toepart conditioning equipment etc./ or missing
cemplet by /e.g. 13zt manufacturing and mainternance
machines/, at the same time others are too much

/e.5. neel nailing, heel-sea
i

ding, reinforcing etc. mach nes/ or net needed at

all /e.g. 2 photoelectren

maninus/;

iv/ the selection of machine typas seems, Lise Lt w23
made on ad-hos basis, since ejulpwent were asvailaule
from other Italian iers of the same or even
better qua’ity for the same oo sonetimes caeaper
prices /e.g. ATOM clicking machines, COMILZ edge

Ve e

folding machinres, CAMNJOGA 3p1litting maciines, CERTH

Fy

lasting equipment etc./;

v/ most of the sophisticated macnines were bought
at not low but still reasonaole prices, while small
equipment were supplied in unjustified big quantities
/e.z. finishing equipment, buffing machines/ and/or
for comparatively high prices;




vi/ the price may be ouly one of the factors taken
into consideration when selecting machines for a
new shoe factory; among the others are the services
provided by the manufacturers, the auxiliary material
requirement, the working reliability, the supply of
spare-parts, the physical duration, the skill-level
required for rumming, function/costs ratio: if all
these had bees studied carefully it would not have
led necessarily to such a high share of Italian
machines;

vii/ it is remarkable as well, that nc special machines
were delivered for the canvas shoe manufacturing
/e.z. string sewing, insole stitching machines/
and for maintenance,
The total value of spare-parts delivered by CIZM
was onlv © % of equipment, which is usually sug ested
to be around 10% for a new plant. /The cos+ of equipnent
consisted of 6.99 % for erecticn and 7.14 % freight charges
added to the FOB pricesz./
The infrastructure of the MSC is acceptablie: the plant

&

is lacated 4 km away from Morogero having abouy 45,000
population, there is a sufficient water- and electric
power suppiy /the still missing two transformers needed
for the full capacity operation are being bought/, the road
to Dar~es-Jalaan is in good conditions, telesnone lines
are installed. What missing is a telexline /they are using
the telex connected to the Morogocro Tannery/.

The factory does not have a firm or even 2 provisional
production programme. Although the respective respcnsibile
managers of MSC and TSC have had an official meeting and

pe

gl
AR
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agreed upon a slight specialization of the two manu-
facturing units, the former’s technical staff was not
able to elaborate a suitable product range. After nearly
three years o7 unsuccessful operation it is still
emphasized, that the MSC should produce shoes for '
export anc the BORA for the local market - and that

is hoped, tnat this plan can be realised.

Maost of tne difficulties, wnich used to turn up
during the starting up period were supposed to ovarcome
by subcontraciing ITALMACCHINE for assistance in mana-
genent and marketing. According to the management agree-

ment the contractor provided a general manager, a pro=
dguction manager and two managers for production supervi-
sion for 2 period of 3 years: they nad to run the factory
and train the iocal managerial staff, The ITALMACCHINZ
took the resronsibility of selling 27 o of the actual
producticn in export market - which has never been done.
Tne planned rumeneration consisted =f lumpsun

US & 330,0C0.~ plus 2.5 % os FO3 selliny prlice of expor-
ted shoes »lus 3.0 % of the gross profit /before taxes/.
The contract has expired without expecrting any shoes

and without having built up any marketing organization and
channsls.

Training completed

As a part of the engineering agreement signed by
NDC and ITALMACCHINE a training programme was envisaged.
According this 24 Tanzanian personnel were to be trained
in Italy for 6 months each and 10U non Tanzanian expatriate
personnel for 2 months each also in Italy. The training
fee was a fixed sum of US § 300,000.~- plus the trainees’
expences concerned with travelling to and staying in Italy.

Ll L | I I m el n L L A "




The training record kept very neatly in the MSC
shows, that 24 stulents were trained in 1978 in Italy
for a period ¢f 9 months /3 months language + 6 months
professional/. Interviews made with a number of parti-
cipants of this training programme strengten the opinion
vhat the Zrainees learned not too much in Italy - partly
becouse of the comauniceation problem, and partly due
to the rather shert time available. Most of these fellows
hac¢ no pervious experiences in shoe manufacturing, but
aZter their return to Tanzania they were expected to
train the lccal labour. There 1s nothing surprising in
the degressive result of such 2 training - it simple

cOIlL not work.

The M3C pakes remarkabie efiorts to train the local
staff and recrute highly educated personnel /e.g. they
had 2o students an various diploma courses and colleges
in 1332/, but that will help only at a general middle-
-managenent level. Very little professional xnow-how
concerned with design, pattern making, technology, produc-
tion control, quality control and marketing of footwear
has been accumulated until now in Moerogoro. Furthermore
there are no informatieon sources /journals, technical
pveriodicals, books, brochoures etc./ are available in
the factory, which would serve as abasis for selfstudying.

Manazzement structure

The nunber of employees of the company was 635
in Wovember 1982 /the planned total number of workers
required for the full capacity operation is 1760/, out
of which 429 were engeged directly in the production.




The staff structure was as foliows:

Number of Share

staff [%/

Gen.manager’s office 4 1.5
Administration 91 44,2
Firnance 18 €.7
Supply 27 13.1
Marketing 20 S.7
Production 10 4.9
Engineering 36 17.5
Total stair 206 100.0

A new orgenisetion flow cnart was proposed recently,
which attempted tc contribute to a better cooperation
within the factory. Though the financial and administrative
managenent seemed more or less well arranged, the technicel

part was a bit neglegted /maybe becouse of the unsufficient
quantity of trained personnel avalible for these activities/.
The main problem areas the followings:

i/ there is no organization and/or personnel dealing
with the technical preparation ¢f the production;

ii/ the design and patter making departmen*t works almost
witnhout control and has no information for range
building;

iii/ the merketing department is expected to handle
the whole business concerned with exports - withous
siutable communicational and organizational conditions
and authority;




iv/ the maintenance and the tool making /cutting

die manufacturing etc./ are not receiving enough
attention.

2.9. Production statistics

The production figures verify the points made

and oritic

1380
1931

13532
/unt

ized above:

Actgal Planned
proauction output
/wB siudy/
/pairs/ /%/
26,CC0 1,208,000 1.6
574362 < 4400,000 2.4
il sept./ 132,591 3,220,000 SeE
The quality of shoes produced so far is very pcor

/there are some 10,000 pairs on the stock, which are

rejects/. The main products are jogging shoes, tra

shoes, clo

23 and safar. boois

and a few moccasins.

ining

According to the top managemenet of Morogoro 3hoe

Company among the main reasons for this low production

are the shortage of foreign exchanges for imported

materials and in-sufficient supply of leather from the tanne-

ries. This, however, is obviously only part of the

problenms.




2.10. The working pattern

A special attention was paid to the actual working
netheds used at varions levels oI the company management
and some interesting aspects were identified.

The marketing is zlmost equivalent today with selling
the shoes. What is interesting, that is the factory used
to produce a few hundreds or thousands pairs on tis own

and than tries to sell them. During the two previous
years the BORA scid mosi of the footwear from Morogero,
but that agreement was terminated mid 1922, Cne of the
;. marketing officers has reiurned recently from 2 trip, on
1 which he managed to sell 12,215 pairs of shces fer
Tsh 3,32<,%75. for various retailers and whole salers
/e.c. men safari boots size *3-44 for Tsh 327.~ /opair,
clogs size 33=-42 for Tsh 42C.- /pair/.

o Ty e SN
»ort footwear tco Furundi.

D

The offer for a peir of mern snoes made of correcited grain
leather ancd PUR sole US J Z£.6¢ - the btuyer’s counterofier
US 7 11.47 minus 1€ s duty and froight - which was accepted
by the MSC. The same figwres icr a pair cf safari boots
US & 18.57 and US § 7.42 respectively. This shows how un-
realistic the Tanzanian prices are and the lack of market
information at each level.

There is no planned range-building in the company.
The chief designer /one of those, who were trained in

Italy/ creates new models without any fashion informa-
tion, data on prices and capacites.

Costing 1is made for each style manufactured. Tie
material requirements are determined close to the inter-
national standards, but the overhead ccmponents are
extremelly unproportional: e.g. several costing sheets
indicate Tsh 40.50/pair administrative overheads/excluding
financial costs/ and Tsh 60.40 /pair depreciation. The ex-
-factory prices are usually set by guessing rather than
based on market researches.

e sy e




The supply of materials depends on import licences,
the productions in the local tanneries and requisitions
given by the production department. Supply officers lack
informations regarding the local possibilities %o obtain
auxiliary materials and also not informed about the
international prices. It happens freyuently, that the
production department requires a new supply of finished
leather to bebrought within such a short time, which is
impossible to perform by the tanneries.
/The typical dilivery time offered by local +tanneries
is one months./

The production contrcl systen is sieak, the production
planning involvs too much administration. There is not an

elaborated organization flow-chart for these activities
and there is no sound ideas concerning the planning of
design, vattern making and technical preparation of the
aroduction,

Urgent steps should be tazken in order to strengten
the maintenance and diemaking in the ¥SC. Scme 31 mechines

are lack of menuals /many others have ons, but written in
Italian only/. Most of the productiocn machines have never
been used, covered by dust, the firsti signs of corrosions
hias appeared, in a large number of machires the adhesives
dried in. About 5% of the equipment are broken and hardly
could be repaired. From many machines siall components
/e.z. switches, indicator lamps, timers/ were taken away.
Equipment stored in the ready goods stock are in especiaily
bad conditions.




3. RECOMMENDATIONS

The MSC has been established, large ancunt of
funds have been invested for the infrastructure and
initial training of sta?f and workers. The working
capital of the company has been exhausted without
reaching more then about 5% cf the originally projected
production capacity and no real wey has been made in
export sales. The findings in the previous chapters has
analysed some of the mistakes made and the weakness of
tiz2 compzny structure.

The ovietive of the further woerlk and <he recommen-
dations made 2nd presented in this chapter ha vebe=n
to try to find 2 feasible solution to correct these
orudlemns. The rehabilitation programme presented has
t2en based on 35 realistic assumotions as posible and

the product raaze nas been I2sisned in “aking considera-
tions to the 1acal acononic counsiraints and zaterial
a

availability, as well as realistic iraining orogramne for
the s3taff and workers. These recommendations intend to
indizate and initiate asiions oriented toward the
earliest possitle improvement ¢l the difficulties the
¥3C and the Government are facing to today.

The volunmz of our fimling has no direc? relations
with the time and efforts used for the analysis. On the

o

contrery: the activity of the expert team was concentratad
on elaborating elternatives of a feasible solution and
suggesting a plan of actions, which would lead to
utilization of the installed capacity - provided the
conditions required /and also indicated on the following

The following recommendations and conditions linked
to them focus chiefly on the technical and economical
aspects of the probvlem-package; more general and higher
level recommendatiions are elaborated by the CTA and set
out in his report,
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The most urgent actios to be taken is the conservation
of the installed and stored equipment - disregarding
waether they will be moved or kept for the gradual
increase of the production. All of the production
rachines need cleaning. greasing, liubricating /some

of them even require disassembling to performe these
operaticrns/ and protection against rust ard dust.
Without such a maintenance procedure the ejuipment
should not be switched on, in other case brakages

will occour. Most probzble noa of the machines could

pe sold for toher local manufacturers and the mejority
of the machine would get ruined within oner or two

years stavinz in the same conditions they are. I% is,
therefore, strongly recommended that a special tazk team

-

be created from tne best rechanics and electronics avai-

.

lable under the leadershnip of an experienced meintenence

2ngineer; this team has to be provided with &ll tne rniecessary

materials and requested =o conservate each machiue within
the shcrteast possidble pzriod oF time /they should be re-
leased frouz their present jobs and angaged full +time with
this task/. As options may be considered to employ either
a local company dealing with machine maintenance or a
foreign firm having experiences in shoe machinery
manufacturing and installation.

/3uch companies are e.g. USH in UX; ADLER, SCHON, 3ANDT,
ALBEKO in FRG; SIDZCO in Italy, ANVER in France; SVIT-
~INVESTA in Czechoslovakiea; KAEV=-INTERAG in Hungary;
SKCMAB in Austria./

There are large quantities of footwear sizes from

43 througn 45 laying on the stock of the MSC, becouse
the produced size range was not compatible with the
actual demand. This shows that neither the shoe industry,
not the *rading organizaticns or agents have information

)
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about the foot sizes and widths of the local population.
It is recommended to carry out a foot measurement
regramme in order to obtain objective antropomeiric
data, establish size systems and ranges for differen*
age, ethnic and geographic groups of the local popu-
lation and prepare lasts which would fit better.

Such a survey provides the whole shoe trade with in-
formation abcut the most marketable ranges, on the
other hand creates much better wearing conditions for
young people /especially children/ and it prevents de-
velopment of footdeceases caused by unsuitable, non-
fitting, inproperly designed footwear.

The ollowing institutions have wide experiences
in foot-measurement: CTC in Fraace, SATRA in UK, TIC
in the Neatherslands, PFI in FRG and BI%I in Hungary
~ one of them is suggested to conzract for wunder
varing such a programne,

5ince the shoe factory in Morogorc ha: teen installed
having the given machine park, as the forst option
such a product-pix and its implenentation scheduls
vas elaborated, which provide a profitable opera<%ion,
witenn the ¢riteria of feasibility is the dositive
foreimn _exchange balance.




3.3.1. When selecting the suitable product mix for the

following constraints have to be taken into
account:

i/ the quality and the quantity of the
locally available finished leather;

i1/ the capacity of each technological sub-
processes computed at the acheivable level
ot utilization in Tanzaniaj;

iii/ the developable skills of local labour
having no tradifions in shoemaking;

iv/ the local and international demand for
different types of footwear;

v/ the local costi components /leather prices,
duty on imported materials etc/;

vi/ the product range and quantities supplied
by BORA 2t its full possible capaciiy.

As a result of optimizing the product mix the
following production programme is suggested for
M3C /see also iAnnex 5/:

o
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*000 pairs/year %

canvas shoes 950 25.4
Jogging shoes 220 0.1
clogs on wocden sole 200 5.6
safari boots 450 12.6
men and children sandals Loo il.1
moccasins 550 15.3
ladies fashion sandals 330 3.2
conventional shoes 506 13.8

TOTAL 3,500 100.0

This product-mix feztures the follnwings:

- it fully utilises the direct injection
moulding capacities in three shifts,

- it utiliees the last turning machines’
capacity for wooden soles manufacturing,

- it provides the maximum possible cheap
canvas shoes for the local population,

- the remaining assembling /lesting, maxing
and finishing/ capacities are used for
moccasinsg, fashion sandals and shoes with
mainly leather soles, which are oriented for
export and provide the maximum added value,

the programme fits to the achievable outputs
of each production line of the factory.

/Further justification of the recommended range
will be set out on the follcwing pages./
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3.5.2+ The added value in terms cof foreign exchange

was studied for the suggested product mix, as

well as for each shoe type separetly. First

thorough computation of ex-factory prices of

such footwear was carried out un the base of
production cost components used in industriali-

zed /particularly in Buropean/ countries, The

Annex 4 shows the costing sheeis elabeorated this way
for a number of styles recommended; the ex-factory
prices /indudind freight and profits/ would be:

U3 3 / pair

safari »oots 13,24
moccasins PRIpRSYs
conventional shoes 15.65

Estimating the CIF prices in a simllar nmanner

R

for all types indicated abvove, tnen deducting thne

impors duties and freignt cozts, as well as 13 0

disdount for shoes intented to be marieted in
industrialized countries /owing to th= lack of reputatiosn,
traditions and well established brand name of Tanzanian
footwear in those markets/ the achievable FOB prices

were calculated, On the base of differences between

these prices and the cosis of imported materials requ-
ired /taken from Annex ©/, taking alsc into considera-
tion of the requirement of different zarke ts the shoe
types were ranked and a probable share in the total
export was given to each one/all these data are displayed

by Table 1/.
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Thus about 20 % of the toial export may be
oriented to industrialized couniry, while the
remaining RO % should be scld in other African
and Asian ccuntries. The mes” beneficial types
are the followings:

Imported £dded value
material in foreign
censurntion exchange
s/ /US g / pair/
for Eurone for Africa
and Asia
IMocecasins 15.2 5.97 ST
Leather shroce:
with leather B s
scles 19.6 SNS G2 :
3alfari Hoo0ts 25,4 5,5 5031
Lazdies faghion
sandals 31.6 - L, 0%

The average FUB export price for shees would
? be US ¢ 7.65 / pair /if the calculated ratios may
‘ be realised/; the averagc import material consuption
would be US £ 2,11 / vair,

%.3,7, Tho quantity of footwear to be exported was deter-
nined on the base of a break-evea analysi

E - the total amount of foreign

; exchange required for manu-

facturing of 3.6 million pairs

shoes yearly us g 7,596,000
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In order to earn somz surplus forsign exchanges
on shoe manufacturing in Horogoro /which might be
used for repeyuent of the IDA credit for instance/
1,200,00C pairs/year /33 % of the planned total out-
put/ is recommendes to expor* according to tne

distribution shown ebove.

For further conputatioas costing sheets were completed

for each tvre of footwear, Representative styles were
selected partly freo those shoes beinz manufachured
in Morogorn, and partly from the range having bveen
produced in DA, The orices on materials are

either valid local quoiztions or calculated at ths
world market level and increazed by 70 3% duty. The
labour compoaents were determinated at double direct
time consumption in order to cover the lower produce
tivity and wage-taxes, which mignt be imposed. Thesc
costing sheets along with drawings displaving the
representing styles and indicating their possible
variationc are attached in Annex 6.

It is strongly recommended to implement this
production and export programme gradually, as shown
«n Table 2. The suggected implementatinn schedule has
five phases - each of them recommended to be planned
as one year /a quicker tempo would need much more
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international assistance in training and starting
up/. The main features of this schedule are:

i/ the targeted total ou%put is 30 % c¢f the

e
Fe
~

iv/

installed capacity, which gives »com for
changes in product mix if the market so
requires;

only one or two new tyoes are introduced

in each phase -~ easing the training and

stamina build-up preocesses /the only exempition
i3 the first phase, bHut these trnes are alreads

being manufactured todar in Morcgor:s/;

the Increases of guantities Irom one phase

nroduction lines;

there is no export c¢nvisaged for the firsz
and second phases, however the marketing
activity should begin at this stage.

The econonic analysis of the recommended product

mix, marketing strategy and implermentation schedule

oo

[

nhe

-

70

5 attached in Annex 7, The total production costs-
n the fifth phase are Tsh 428,500,00C.~ having

1lowing components /annex 6,1/:
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- fact cost 3.2 %
faciory costs 3,2 ¢

- operating costs 94.8 i3

-~ properitional rosts .t %o
- direct meterials 7h,4 5
- dirsct labour 3.5 5

“orring capital required is Tsh 144,300,000, -
/JAnnex 6.2/, out of which Tsh 4,600,C00.~ cssh in

nand /Annex 6.3.7 at the targetel output.

The Anrex 7 zunows the revenues received from local
and exoort sales, the amcunt of fereign exchanges
reguired for imrorted materials and the subsidy in
cies to bhe given to the Morcgoro Shoe
Company in ordet to promote 1ts export activity for
eacn phesc of implsmentation. The latest figures

were conputed anplying the folilowing logics:

i/ owing to the existing conditions on the
Tanzarnian market the most profitable factory

strategzy would be to produce shoes cnly for

+he local population;

ii/ the manufacturers of footwear for export have
+0 be motivated to take the trouble concerned
with the higher quaiity and delivery requirements;




iti/ therefore first the possible revenues vere
computed for the types and quantities to be
exported /multiplying the export quantities
by the respective ex-factory prices valid for
the local supply/;

iv/ the revenues received from the export of
respective footwear were deducted from the
suppo sed local sale amowmis ~ the totgal

AR G SO A 13 B o

difference is the the loss of the {factory

Z

on experts;

§ v/ the Government subsdy rejuired was determined

i by adding 20 ,; incentives to the lcsses,

*

i B - I

£ Tne profit to »e realised by the 18C was computed
¥

s ' ~ s . - .

H for each shase of implenmentation in the upper part of

£
]
:
§
£
H
£
£
;
i
E
§

e 3 [orovided the price level and the taxaiion

1
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system will be similar to the existing ones;. The
a 0
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i
lized and more advanced econony cowntries/ sross profit

~

rising up to 20.% » of cash inflow 1s resuited ©

Yy the very

hich loecal seiling prices.

o s

3.3, Tne Government level profitability is indicated by

the lower part of the Tatle 5. In Tsh terms inae
Government has an inflow composed from tax paid

by the Company after the realised gross profit and
has an outflow paid as subsidies on export. “he
balance is positive in the fifth phase that is IMIsh
143,.9 yearly.
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As far as the foreign exchange balance is concerned B
the Governmenet has an inflow from export sales,

shile the outflow is due to import of materials,

tools and spare-parts requered for the pianned

prodvuction prosramme., By the fifth phzse of imp-

lementation the MSC would earn Jor the Government

M US F 1.46 over the expenditures by exporting

-

L.2 million pairs of footwear.

2.3.3, when d2ciding on the acceptance of this alterna-

P

tive programme for the feasible utilizaticn of

Aialal

the 1I5C, the following /main)y sccial and volitical/

Py

actors have o be considered too -~ along with the eco-

neoric and financial aspects discussed above:

i/ the recommended produciion prosramme provides

4 millior pairs footwear vearly for the the
loecal population so, *thzt the import material
reguirement for these shoss compesated eonti-

rely Ly the exsori envisased;

ii/ amons the footwear to be marketed in Tanzania
there are cheap canvas shoes and sandals,
which are well needed by <he local porpulation
/especially those having rather limited funds
to the local climatic
not represented suffi-

1S J)
[
rl-

for wearing goods/,

¢}

[¢A]

conditions anc wnich &r
cientli in the range being offered by shops
today;
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iii/ if the MSC did not produce shoes, and
shoes would have to be imported than the
Government expenditures for the 2.4
million pairs would be about S § 17 rmillien
compared with the expeanditure of US § 7.6
miiiion needed for imported materials of
the shoes would bhe preduced in MEC;

iv/ tne MSC would provide about 1700 labour
and staff with wourking opportunities and
wases/salaries well needed by their families;

v/ running the faciory would also contribute
to tne develosment of people and the local
industrial potential, as well as to *the
establishing of a more favourathle image and

position of Tanzanie con the world market;

vi/ the export of focuwzar would influsnce positi-
vely the ranges offered for the local mrkot,
narrowing by this the gap in fashion between
the locally sold shoes and those are used
in developed countries, furthermore it would
assist in obtaininz more up-to-date technical,
narkel and fashion information for the local
staff.,

5¢%.10, The canacity allocation of the MSC according to the
recommmended product mix is reprecented by Annex
g.1 and Fig. 8.2., the technical conditions of the
production /average runs, last and mould requirements/
are attached as Annex 3.3.




3.3.11. Apart from the footwear manufacturing there
are surplus capacities for lace/thread, heel,
toppieces and unit sole nroduction. Running
these aquipment in three shifts /since they
. are the most expensive ones/ the following items
: and quantities may be produced annually for the
local market /e.g. for BORA, SIDO factories/:

- lasts 30,000 pairs
. - heels 350,C0C pairs
. - topnieces 300, CO0 pairs
; - unit soles /PUR/ 600, CUC pairs
b - laces 1,2C0,300 pairs
; The total value of these items is approxi-

matelly Tsh 3¢ million, the imported material
requirement is about US ¥ £00,000,

3.4, As arn other alternative mirh*t be considered to produce

shoe uppers for suitable co-cperatin: partners Ifrcao
industrialized ccuntries, Here again the main objective
must be to use local leather as much as possible. The
Annex 9 shows costing sheets for moccassin and millitary

shoe uppers featuring the following data:

R N AR e S AN o B R B e

Productior. costs Possible price
Tsh us g
moccasin upper 134,10 6.80
military boots upper 104,30 4,2¢

The imported material requiremenets are US § 0.61 /9.9 %/
and 9.52 /13,2 %/ respectively.
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Since the 1770 wns overenuinned, » rumher of rj};}cb‘j?“f—":

ie ~vailari= to transfer to other shoe manufact 5nq
units in Tenzanias, Toking into considerztion the re
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Canvas cutting

Hee{ injection moulding

CLOSING

r B ] Cn00nairs/angt High fashion lady sandcls
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§ (—ZL0para/anf Convertional shoes———-]
? . . —Corventional shoes
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5 o T U —
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Sole
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moulding injection moulc
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Direct injection
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injection moulding
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Upper leather /goat/ ' sq.ft
Lining = } 5q.ft
fuxiliary materials total

total

Materials subtotzl

Labour - 43 ? L,o00/hour
veheads
Nenreciation

Treizt etc.

Total production costs

Possible price /CIF Europe/

+ Imported material ¢onsumption: Tsh lo.l /9.9 %
equivelent Us § o0.61 / incl. 7o f: duty /




- :;/1“5?‘51§54905trcagpénents/

Style:ﬁilitarfféifefr‘bbot upper fone pair/

Qty

Upper leather /embasseé/‘ 3.7  sq.f%
Juxilisry materials , tbtal’

total

Meterials subtotal

1.ahour , bo n 4,00/ hour
Cverheads
Depreciztion

“reignt

Total production costs

roasivle price /CIF Furope/

+ Imported materisl consumption: Tsh 9.80 /13,2 %/
equivelent to Us ¢ 0,59 /incl, 7o % duty/




Production department:

Cutting of lesther snd textile
30ttomk¢uttiﬁg éﬁd prefebrication
Clcsiﬁg | ‘i |

Lasting; makﬁng, finishing

sole anﬁjheei injection noulding
Last/wooden sole manufacturing
Lace/thread menufacturing
Taintenance/tooléaking

ttores

Gerzres

"hift coeffiecfent: 1,23




Amnex 11,1,

chine

o

onal

Mogeasing ]
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Q
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‘N1 - Stitch merking
. C4 Skiving
_El12,El Flat/single sewing
-~ E3: Post sewing

Q4 Bdge folding
~Q5,06,

Q21 - Byeletting
Xk lacing
34&2“‘Edge trimming
‘EIO.EBB‘ancy seam gewing

2
6
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/Continued/

i

HMachine

Moecasin
sandals

Pashion

=3
- A

Conventional

750 H.qec,w.aas"m.caw H»NOO%HVmao HumNﬂa _

L : _ - , e m—
Zigaag - 2 o - & - - 7
Hmmnﬁwwua taning . , L = 2
7 Bar punching N . ‘ o2 Lo =6
. E7  Binding _ - 22
3 MNnemwo zaonwmwz.wa:wzw : ; o - - 30
BEl4 Bartacker
E13  Twin sewini/spec/
E30: - Interlining press
D25 Toe-puff attaching
E15 Repaire sewins

. TOTAL




Annex 1l.1. /continued/
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LG, SHOE ROGH Juithout canvas and direct snling/

T v T Y 5 | n T

m

31,

Stitchdo
/safari/

Hachine:

sandals

iéékiién
Cohven-
tional

;Q$pacit§; pairsf}h

H2,H26 Insole attaching
H22  Backpart moulding

H2& - Backpart
' mowiding/sp/

Rl Conditioning

R3 Moccasin forming
J1

R1 Toe-puff activating
H9 Pulling over/lasting-

HY = Pulling over/las-
ting /sp/

Moeccasin lasting

5 ¢

Side lasting
Contour pounding
Running stapling

“Upper trimming
Sole stitching
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Machine

«sandals

i

locecas
' Fashion
' Reserve

)

1,500 1,000 1,200 1,800 8,950

Sale/neel frimming , - R L e 4
Heelwseat lasting ‘ ‘ ‘ R
Side stapcling
Heat setting
- Pounding
" Heel-seat forming
Strap mailing
Roughing
Adhesive anplying
Sheck activator
Sole laying
Lining trimming
Last pull
Channel opening
McKay stitching
Channel closing
Sole pblishing

44
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FUNENO SO

Sole edpe ironing
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Machine
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4,
)
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pairsfe 75 1,50 2,000 1,200 1,800

s

Heel polishing
Heel serewing
Heel nailing

- Sock lining
Quarter ironing
Hot air blower
Finishing
Exhauster
Boxmaking

Box marking
liwming scouring

Carton stranping
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'P%?forhiihgmmaghihé'

Hidraulie frmlley press
Mllltinlp perforatin: mrmhi ne
Leathmr upper splitting machine
arooving and chonneling machine
‘Heavy~duty“skiving machine
Lesther sole skiving machine
Cementing machine
Hig—tagvs&wiﬁg machine

Arm sewing machine

‘Flat bed twin needle sewing machine

Coloum post bed,sewinﬁ machine

yalake 9ew*ng mwchxna

‘Repairing sewinp marhinp

Edge setting mavhine
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Mamufactuer Ousntity Bnit

neEs price

S us @

it

| 5 - aue

aAllevi NPO 180vho 6 6090

| | 2 2903

3 493},

Franco Tortd 3 m‘2652

Ellepd 2 1188

Rllepi QL L2 F 2 1188

Sagitta RP 66 lo 850

Rernins 5 1072

Adler 69 - 77 E 15 1800

Adler 167=c 15 2880
SNH 1/2.5 |

Adler 68=2025/2.5 2o 2701

Falsn 59 2 eeas

Singer
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Annex 12.1
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.SUPERVISOR

SUPER ‘
INTENDANT  MANAGER

Preventive
maintenance

Investment
control

Energetics

S arts
P todk

Carpentry works

Building works

Plant

Electrical works

Mechanics

L_n:uintenance

Garages

Electriconeumatic

Cutting and
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Sewing
machines

e
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Lasting/making
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Mechanical
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Electric
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