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PREFACE 

This is to thank all, who by their help and cooperation made it 

pos~ible to complete this comprehensive survey as scheduled. 

We especially want to thank : 

Mr. B. MRAMBA, Minister of Industry. for his frank briefing on 

the project. He encouraged us not to hide our opinio~ behind 

politeness and diplomacy. We followed his advice. 

Mr. S. HENEIN. Unido. for intruducing us to Tanzania, its political 

and Gconomic position and for solving our transport problems. 

Mr. B. SVENSSON, and his associates, Mr. P.B. BUIT and Mr. R. CHAMBERS, 

Unido, for introducing us to many important persons whose opinions 

were of great importance for our findings and who helped us in 

personal matters. 

Dr. F. MALATA. Unido. for his e~planations on technical matters. 

Mr. TRUNG TIN. World Bank, for hi~ contribution to the contents 

of the survey. 

Mr. S. MWILIMA. Admini3tration Manager.MSC. for his excellent 

cooperation. 

Mr. R.N. MAZOEA, Welfare Officer. MSC, and Miss Rose NAMBAYA, 

secretary, for their neverending care and affection who made us 

feel at home in Tanzania. 
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E x p L A N A T 0 R y N 0 T E s 

1. Monetary Units. 

USZ - United Sta~es Dollar 

Tsh - Tanzanian Shilling 

1USZ 9.80 Tsh 

1Tsh 0.102 USZ 

2. Measurement Units. 

M2 - Sqcare meter 

sq.ft. - Square foot 

sq.ft - o.0929 M2 

1M2 - 10.76 sq.ft. 

kg. - kilogra1Y111e 

1lb. - 0.4536 kg. 

1kg. - 2.2059 lb. 

to-metric ton - (1000 kg.) 

3. Special Abbreviations and Signs. 

FRG - Federal Republic of Germany 

November 1982 

USSR - Union of Soviet Socialistic Republics 

UK - United ~ingdom 

USA - United Statgs of America 

URT - United Republic of Tanzania 

BM~I - Research Institute of Leather. Artificial Leather and 

Footwear Industries (Hung~ry) 
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BO~A - Trade Mark used by Tanzania Shoe Company Ltd and also used 

to indicate the company 

CIEM - Conserzio Italiano per la Erezione del Calzaturi~ico di 

Morogoro 

OUNA - Ouna Shoe Comp3ny (Hungary) 

FAO - United Nations Food and Agricultural Organizatio, 

!BRO - International Bank for ?~~ional Development 

ITAL~ACCHINE - Italmacchine Plant S.p.a. Italy 

NOC - National Development Corporation Tanzania 

SIOO - Small Industrie~ OeveJopment Organization Tanzania 

TLAI - Tanz3nia Leather Associated Industries 

MSC - Morogoro Shoe Company Ltd. 

UNCP - United Nations Oev&lopment Programne 

UNIOO - United Nations Industrial Development Organization 

WB - World Bank 

CTA - Chief Technical Advisor 

ITL - International Team Leader 

CIF - Cost Insurance Freight 

FOB - Free on Board 

IDA - Industrial Oe11~l·."''."'ment Assistance 

PUR - Poli~rethan 

PVC - Poli-vinyl-chlorid 

TR - Thermoplastic Rubber 
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A B S T R A C T • 

Tanzania, the second largest producer of hides and skins in 

Africa has under the co'ltrol of the Tanzanian Leather Associated 

llldustries Corpor·ation CTLAIJ a parastatal organisation, two 

major shoe factories : 

Tarzania Shoe Compa~y Ltd. (Bora) Oar-es-Salaam and Morogoro 

Shoe Comp&ny Ltd, Morogoro, both facing severe prob:ems. 

There is not enough qual1 fied mandgeme:it, ski:i.led 1o10rkero; are 

missing, equipment of Bora is old and partly broken down, 

Morogoro is completely new, but designed ln a way that it :s 

highly depending on irrl)orts of material and foreign experts 

for which the necessary foreign c~rrEncy is only partly available. 

~orogoro Shoe Company, built to export 85% of its p~oduction, 

has no ex~ort chances today, because of b~d quality and high 

prices of its production and ~ill have cnly li~itGd changas 

(25-35%) in the fut~re. The survey comes to the conclusion to 

close down 011e of the two factories and concentrate all regources 

and efforts on the remaining one. A ne~ organizational structure 

is also reconmande~. 

l 
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I. I N T R 0 0 U CT I 0 N • 

The Tanzanian Leather Associated Industries Corporation CTLAI) 

is the parastatal organisation for the leather. shoe and leath€r 

goods i.ndustry in Tanzania. It controls twc major shoe factories 

Tanzania Shoe Cofll>any Ltd. CBoral. Oar-es-Salaam and Morogoro Shoe 

Cofll>any Ltd. • Morogoro. 

Both factories are facing very serioL•s prob:.ems. The operating 

results up to the presgnt time have been far from satisfactory. 

The quality o{ the products has in most instances been very 

disappoin~ing with sometimes severe setbacks at thg marketing ends. 

The underlyin~ causes to these problems are manifold. but the 

most important are the lack of appropriate kr.~w··how. operational 

training and experience, which is appere;1•..:. in the execution of 

almost all types of work. It is not only evident in production. 

maintenance and marketing. l:>•Jt also in other area~. as well as 

at the l~Jels from management down to the manual workers level. 

Both companies are operated with expatriate management or 

consultancy contracts for whict1 the countrv has to pay in foreign 

~xchange. 

Little emphasis is given by such management in training the local 

manpower needed for the future d9velopment of the sectors as a 

whole. This project aims at assisting the industry to remedy 

this situation as quickly and thoroughly as possible. 
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The projecc wns requested by telex M 1004 fror UNOP Oar-es-Salaam. 

dated 1.1.82 and misc 1162 o~ 16.4.82 and approved by the Unido 

Project Review Conrnittee at its 31st meeting held on 6 July 1982. 

The goverllfTlent counterpart agency was Tanzanian Leat~er Associated 

Industries (TLAI). Unido contribution was USS 51.000 of which 

USZ 29.0UO were subcontracted to BMKI through INTERAG. 

The project became operational on 15 October 1962 when the chief 

technical adviser arrived in Oar-es-Salaam and lasted until 13 

December 19r2. 

Main objectives were : 

1. to assess the p~Gsent and past performance of the management 

of the Morogoro Shoe Company against the existing management 

contract. 

2. to assess the present and past performance of the team of 

consultants engaged in the Tdnzanian Shoe Ca~pany Ltd (BORA) 

against the terms of reference of the existing consultancy 

agreement. 

3. to prepare a proposal for the reorganisation of the technical 

management in the Morogoro and Bora St.oe companies. 

4. to prepare a proposal for the reorganisation of the marketing 

network for footwear in the domestic market. as well as for 

the es~ablishment of an export marketing organisation. 

Subcontracted to BMKI were the following objectives : 

5. Survey report on the technical capabilities of the Morogoro 

shoe factory to produce acceptable quality and quantity of 

footwear f,;r export markets. taking in conside1ation the 
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productior. capabilities of the Bora shoe for the local market. 

6. Plan of action. specifying the training needs and programnes 

for the upgradin6 snd training of skilled workers. supervisors 

and management to provide the Mo~ogoro shoe factory with the 

necess~ry work force. 

7. Sutgested prorjuct ra,ge for the Morogoro shoe factory with 

samples of footwear. detailed costings oroduction planning 

for short. medium and long term basis. l.1e footwear range has 

to be based c111 mainly locally available materials and only 

components and raw materials which are allowed to be imported 

under the present regulations and financial conditions. should 

be included. 

8. Suggested ~~rketing strategy for export and identification of 

possible export markets. 

-1 
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II. F I N 0 I N G S • 

Leather shoe production is one link in the chain of operations 

which are necessary to make use o~ animal hides and skins. Before 

it comes to shoe making hides and skins have to be collected and 

tanned. The effectiver.ess of both operations is essenticl for 

leather shoe making. 

1. Hide aPd skin collectio~. 

Tanzania is the second largest producer of hides and skins in 

Africa, but from the available 1.3 - 1.4 million hides only 30% 

a;e used in Tanzanian tanneries. 70% are either exported in r~w 

or semi finished or otherwise ~rought out of the country. Of the 

available skins of goat and sheep (estimated 2,5 million pieces) 

only 15% reach the tanneries. Hides and skins are under the 

Ministry of Livestock and there might be different opinions how 

to make best use of hides and skins. 

2. Tanneries. 

The tanneries finishinb capacities do not cover the tanning 

capacities and only 50% of the hidos reaching the tanneries can 

be finished. 

The tanneries work only 40% of their capacity due to lack of spare 

parts. chemicals and poorly functioning raw material collection. 

Therefore leather to produce shoes is scarce and just enough to 

produce 3 million pairs per ye3r. 
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3. Oepe!ldence. 

The idea to process the available hides and skins into leather 

and finally- into shoes and other leather goods is certairly right. 

Value is added to the raw materi3ls and exporting finished goods 

brings much more income in foreign currencies than exporting raw 

materials. However this has to r.e done in a way appropriate to 

the overall. economic and social situation of a country. 

It has to be done in accordance with the financial and human 

resources available and so. that the dependence on foreign inputs 

in terms of expertise. material and spare parts does not consume 

most or all or even more than has been gained. 

•The problem of the import-dependence of our industries has never 

been given sufficient weight in our decisions about starting a new 

project. When a project is submitted to Governmen~ by a Parastatal 

Corporatio~ or a Ministry. it is urged that it will save (or earn) 

a particular amount of foreign exchange annually. It is rarely 

pointed out - and Government has not t~e ha~it of asking - what 

will be the annual Foreign Exchan~e demand of that project.• 

(President Julius Nyerere. October 1962) 

4. Interdependence. 

Shoe production is not only interdepending with hides and skins 

collection and leather production. The problems of a shoe factory 

in Tanzania cannot be solved in the company itself. Solutions c&n 

only be found by looking at the sector as a whole. It is therefor 

that this survey is structured in groups of problems rather than 

in different shoe companies. However a brief des~ription of Morogoro 

Shoo Comoany and Tanzania Shoe Company Ltd (Bor~J is necessary. 
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5. Morogoro Shoe Company Ltd. 

The company was founded as a part of the Morogoro Industrial 

Complex in 1977. after a feasibility study had been made by a 

consultancy flnn from Pakistan and an appraisal by the World Bank. 

(World Bank Report NO. 1213-TA 

Tanzania : appraisal of the horogoro Industrial Complex. March 1977, 

Industrial Project Department). 

The project CUSS 17 Million) was financed by a World Bank loan. 

The appraisal came co the conclusion. thet MSC would be a highly 

profitable project for serving to its best the welfare of the 

Tanzanian pgople. The report is a masterpiece of an economic study. 

The only disadvantage is that it is completely wrong. 

No one knowing a little bit about shoe production would ever base 

the report on those assumptions the appraisal was based on. 

(e.g. 80% export. competitive quality and prices etc.) 

Computations were made on false world market prices and led 

therefor to results which are wrong. 

No one knowing Tanzania and its specific economic policies and 

conditions would have proposed such a huge factory which is even 

in industrialized countries difficult to manage properly and 

profitably. MSC has a capacity to produce 2 Million pairs of 

leather shoes and 2 Million paics of canvas shoes based on 300 

working days per year. 

The factory site 1.s 35000 M2 of which 22700 M2 are covered by 

buildings. More than 1700 machines are ir1stalled. 



----

1 
It is planned to employ nearly 2000 workers and staff. Today 439 

workers and 196 staff are employed. producing less than one pair 

of shoes per capita in one shift. (Nonnal productivity is 10 to 15 

pairs) More details are given in annex V.2. 

The company is highly depending on foreign currency for technical 

expertise. management. materials and spare parts. Ho\'1ever for 1982 

MSC received only Tsh 2 Million in foreign cJrrency instead of 

Tsh 36 ~illion the company applied for. 

While everyone who wants to produce goods in an economic way. tries 

to reach his target with a minimum i~put of capital. the project 

engineers for MSC seem to have had different objectives. namely to 

spend as much as possible. 

The machinery layout is such. that each conveyer could produce 

any kind of shoe in ar.y kind of technology one can dream of. 

The factory is absolutely universal and even then there is a 

surplus of 250 machines. With conveyers specializing on certain 

shoe types and using a reasonable number of different technologies 

et least 40% of tr.e machinery would be unnecessary. Despite of 

the fact that MSC is heavily overinvisted the outfit is unbalanced 

and nearly 1 Million USZ has to be spent on missing equipment. 

The subcontractor estimates that in total USS 4.8 Million have 

to be invested for the realization of his 5-phase prograrmie. 

(see annex V.2) 

6. Tanzania Shoe Company Ltd. (Bora) 

Bora was nationalized in 1967. Up to then the company produced 
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Gnly a small numb:r of military boots and was mainly u3ed as a 

warehouse and distribution centre for produc~ion coming from 

Kenia CBata). 

In the process of building up a large shoe production Bora 

entered 1973 into an agreement with •services Industries Ltd.· 

(SIL) of Pakistan. who sent·a managemP.nt team. including a 

General Manager. to run the =ompany. Later the agreement was 

changed. now providing only for a production manager. a designer 

and a chemist. The agr~ement expires in spring 1983. and is not 

expected to bR renewed. The expectations in the before mentivned 

agreement have been met partially. 

Especially in production management improvements were rea~hed. 

while the training of the Tanzanian counterparts for instance in 

design have been neglected. The willingness to create new ideas 

or even to accept new ideas from others is underdeveloµed. 

Experiences of the Pakistan advisers seem to stem from a half 

mechanized, half manual kind of product!on. which did not meet 

the needs of Tanzania Shoe Company Ltd. completely. 

However one has to take into account that management and 

consultants fight with many problems. The buildings are old. 

supply lines for electricity. compressed air etc. scarce and rotten. 

Most of the machinery is old Cup to 15 years). badly maintenanced 

or broken down. 

The company employs 2000 workers (3 shifts) and 500 staff and is 

hG~elesslY, overstaffed and has little possibilities to get ~id of 

its personnel. Lack of spare parts and material are further 

difficulties. 
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Only a part of the middle managers can be considered experienced 

enough for th3ir job. The technical preparation of the production 

and production planning is insufficient. the quality of production 

poor. 

There is r.o proper workshop for repair and maintenance of the 

machines. The c~any has abcut 100 to 150 skilled worke1s who 

could produce good sho~s under better conditions. 

Production is deteriorating drasticiy and the company faces a loss 

of Tsh 10 Million for the first 7 months of 1982. 

Bora also produces bicycle tubes and tires as well as rubber sheets 

and soles. The company has a wholesale operation and 70 retail shops 

where 800 people are employed bringing total employment to 3.300 

persons. 

There are no difficulties to sell the footwear produced even at 

horrifying retail prices : Tsh 180-360 for canvas shoes. 

Tsh 450-700 for moccasins. 

The minimum wages is 600 Tsh per month, but reople queue up wher 

shoes are available in the shops to buy this expensive footwe 

Bora has a perfect seller's market. The range is not market 

orientated. 

Tsh 20 Million have been allQted for a rehabilitation progranwne 
• 

to the company. 
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TANZANIAN SHOE COMPANY LTD. (BORA) 

Production Report 1979-1982, 

Unit : 1000 pairs. 

e~Qr!~! _______________ l~z~ ________________ lseo ________________ j9aj ________________ j~~~-!Z_~9D!~§J __ _ 

PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL PLAN ACTUAL 

CANVAS SHOES 1500 1400 1547 1256 1375 1199 753 293 

LEATHER SHOES 1330 1150 1516 1117 1255 1018 713 344 .... 
w 
I 

SAf,'OALS 
PLASTIC SHllES 102 86 - 6 - 40 

HAWAI SLIPPERS 2975 2452 3000 1762 315 137 - 9 

-----------------------------------------------------------------------------------
TOTAL 5907 5090 6fJ65 4141 2945 2394 1466 646 

-- --------------------------------------------------------------------------------

_J 
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7. Problems. 

7.1. Structural problems. 

A shoe industry should produce shoes. The production of tires 

and tubes does not belong iota a shoe company. 

Whole sale and retail activities req~ire special skills and are 

not usually be included in the activities of a shoe factory. 

The productio, of lasts and shoe laces are better taken care of 

by small scale c~onent indL~try. 

Transportation. guarding. cooking and other activities not rela~ed 

to shoe making should be subcontracted to firms specialized in 

these fields. 

•one really interesting fact which can be derived f~om statistics 

is that in TanzJnia the productivity per worker was higher i11 small 

industries than in the medium and large sc~le industrial units~! 

(President Julius Nyerere. October 1982) 

TLAI does not seem to have possibilities to control. coordinate 

or help the subsidiary companies. 

A central purchasing office concentrating the demands of the 

production companies would !ncrease the buying power. 

Supply surveys abroad would lead to better import conditions. 

Supply surveys in local market would reduce imports. 

A central export department both for leather and shoes would 

reduce export costs and would lead to a better use ~f rare 

exports skills and knowledge. 
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A central workshop for repair and maintenance of tanning and shce 

production machines is in planning. 

A clearing office dealing with all burocratic matters toget i111Port 

and export licences. letters of credit and other permits and 

clearances is missing. The manage~s in charge are losing much 

time going to Dar-es-Salaam -foe- these matters. 

Central technical advise should be available. 

7.2. Mar.agement problems. 

The most severe bottlg neck in the shoe industry of Tanzania is 

ths lack of qualified management. The term •management• as it 

is used t.ere means all people. who plan. organize. direct. 

supervise and/or control the work of others. Even the foreman 

is a part of management and should feel like a manager 

•responsible to get thin~s done!" 

Good managers ar~ rare especially on the lower and middle 

management level. 

This is tru~ also in Tanzania where industry has no long tradition. 

In order to ease the situation TLAI has engaged expatriate management 

in Bora and MSC. The role of Pakistan consultants has been mentioned 

already under section 6 of this chapter. 

For MSC. a management agreement was signed with Italmacchine Plants 

from Italy on 25 June 1979. The agreement has expired in September 

1982. 

-1 
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According to ~his agreement the management agent had to supply 

a) General Manager 

bl Pruduction Manag~r 

c) Leather Snoe Section Mana~er 

d) Planning and Finance Manager 

The niain respo:i3ibili ties of the management ager.t under t:he 

agreement were : 

e) to run and conduct the factory end the business to the best 

of its ability and ir. the best interest of the company. 

fl to trair Tanzanian personnel 

gl to maKe a long range plan covering financial. technical. 

marketing and management objectives and showing profitabili~y 

projections for the manufacturing and marketing operations 

h) to prepa1·e an annual plan accordingly including also a 

financial budget 

il to put up report and control systems 

kl to develop a general maintenance programme 

ll to act as the company's agent in the purch3se of plant 

equipment and other materials including raw material provided 

that it will pay to the company any commission earned thereby 

ml to undertake. on behalf of the company to sell all products 

of the company outside Tanzania. Cat least 65% of the production} 

---1 
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To al The management agent sent a general manager. however he 

was not qualified and dismissed in January 1982. 

The management replaced the dismissed general manager by the 

production man~ger who by no means is a good general mctnager. 

He e~pressed •the project is wrong and canr.ot be run profitably•. 

He ceclared himself an engineer but not a general maneger and 

steted that he does not like his job. 

To h) The newly apµointed production rnana~er was alreacy gene 

leaving the pocition vacattt. 

To cl The leather shoe section manager was gone too. 

To d} The planning and finance m~nap,e~ proved not to be a planning 

dnd finance manager at all and was dismissed. 

The position was vacant. 

To el The people involved worked certainly tc the best of their 

abilities. But with a wrong technical concept. other difficulties 

and without help from their home base they could not do much. 

(And there was not much acilityl 

To fl An impressivP. traini~g programne was run. Those who have 

been trained in Italy reported that the time of training was too 

short for people knowir.g nothing about shoe making and that they 

faced some difficulties because of the language problems. 

The majority was trained locally by those who had been trained in 

Italy. which was not sufficient. 

To gl Plans wera far too optimistic and targets were never rea~hed. 

To hl Plans were n~ver reached : of foreign currency asked for 

in the budget only a fraction was available. 
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To i) There is no formal reporting and control system. 

To k) There is no general maintenance progranme executed. 

To 1) This has been done without getting the Tanzar.ian supply 

Manager involved, who consequently does not know what, where 

to buy and at what price. He also complained about problems 

with the stock inventory because he does not get hold of all 

documents. A special task team stated goods USZ 733.000 worth 

missing. 

To ml 4.000 pairs of shoe~ have been shipped to Italy but ~ere 

not paid yet. Reason : unsalable. 

In both companies are small numbers of intelligent, hard working 

managers devoted to their task and able to do a good job with 

growing experience. They can be found in middle and higher 

management levels. But there are not enough to run two shoe 

factories. 

Others are happy to have got a manage~ent position and being in 

doubt of their capabilities hesitate to take decisions, to tackle 

problems or even to execute decisions taken by top management. 

They feel safe only when nothing changes. More training, more 

education and 1nore experience will better the situation. 
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7.3. Financial problems. 

Next to management problems the probl£m of getting enough foreign 

currency is essential. 

The shoe production as in existance now needs a constant imput 

of spare parts. materials and expertise which has tv be imported. 

Howevec the situation could be eased by using more local materials 

for shoes to be sold in the local mar~et. (e.g. sandals with sisal 

or wooden soles instead of PVC or PURl 

Small tools and simple machines could Pe produced locally. 

The purchasing departments do not have enough information what 

could be bought at home nor do they encourage other industries to 

start to produce it. (e.g. cotton yarn to ~rocuce laces is only 

available in white colour. Black and brown laces are imported. 

Is there real~y nobody to dye the yarn?) 

Of course these are rather small amounts that can be saved shortly. 

There is no denying the fact that Tsh 150 Million per year in 

foreign currency are necessary to get the industry going 1t full 

capacity. 

7.4. Cost prob!!!!!· 

One pair of safari boots, which can be bought in Europe for USZ 7.­

has an ex-factory price in Morogor~ of USZ 21.-

There are many reasons for this extraordinary fact. Some are 

-1 
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- Leather prices from local tanneries are twice as high as on 

\ .... · 1o10rld market. 

- Low labour productivity. 

- High deprecia!ion (Tsh 60.- per pair). 

- High administration costs (Tsh 40.- per pair). 

- Import duty Crangir.g from 25% to 160%). 

- Transportation costs. etc. 

7.5. Organizational problems. 

The scope of a shoe factory especially in Morogoro asks for well 

built organisation with a sophisticated Management Information 

System. nonnally run by computers. 

ThP. low level of experience in shoe production needs a short 

span of control with one foreman for 10 workers maximum on 

Production level and maximum 1 supervisor for 4 employees on 

aepartment level. Team work on an interdepartmental basis is 

efsential. Day to day information and many feed backs are 

necessa1·y to keep tl"'ings going smoothly. An example is given 

in form of a flow chart attached how e.g. Range Building should 

be handled (see page 21a). 

Organizational problems would be less if production could be 

broken down into smaller units working independent. For a 

concrete proposal s&e "Recommendations". 
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RANGE BUILDING FLOWCHART. 

RESPONSIBLE TASK 

Marketing Department C:Jllect Market information. ideas. 

pi1otos. sketches. surveys. contact 

retailers. fairs. and produce range 

outline. 

Production Department 

Supply Depart~ent 

Accounting Department 

Marketing Department 

General Manager 

Retail Conrnittee 

(Customers) 

General Manager 

Supply Department 

Production Department 

Marketing Department 

Sample making 

Pattern making 

Technical specifications 

Material requirements 

Material availibility 

Costing 

Pricing 

1. PRE-RANGE REVIEW 

Ouentity Estimates/Planned Salesmix 

2. PRE-RANGE REVIEW 

Quantity Estimates/Wanted Sales Mix 

Final Range Review 

Final Quantities. Final Sales Mix 

Supplies what necessary 

Production 

Quality control 

Shipping 
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7.6. Personnel problems. 

A severe problem is the surplus of manpo~r in Bora as well as 

in MSC. Bora could handle its oresent production under the given 

circumstance wit1 7 50 in production and 250 in staff. 

MSC has 439 employed in production and nearly 200 in staf~ 

functions. As production is low and interrupted frequently 

because of bad planning and missing materials workers are bored. 

Having no work they are undisciplined, stay around talking, 

sleeping, are late. go too early and have a high rate of 

absenteeism. There was no statistic available but 15% being 

absent is certainly close to reality. Some managers give ~ bad 

example as well and office staff seems to he not well motivated. 

This situation demotivates the personnel ana it might be hard to 

get them used to normal work later on. 

III 0 P T I 0 N S • 

For various reasons as pointed out before and facing the problems 

which have to be taken care of, it seems unrealistic that the 

Tanzanian shoe industry can run Bora and MSC presently at the 

same time at full capacity. The lack of management material. 

expertise, quality and sxport markets is too obvious. 

The need for foreign currency is too large. 
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3 alternatives have to be take, into consideration. 

al To reduce the capacity of MSC and increase the capacity of 

Bora shoe by moving machin~'ry to Dar-es-Salacwn. 

bl To close down MSC for the time being. moving surplus equipment 

(annex V.2. subcontractorsreport) to Bora and preserve the 

machines in MSC for a later start-up. 

cl To close down the leather shoe production in Bora. moving the 

few machines in good state, about 100 skilled workers and a number 

of qualified managers to MSC. 

Each option has its pro's and con's which are listed down on the 

following pages and convnented on in order to give a base for 

decision. 

To al. 

Positive Aspects. 

Ther~ is no need to buy any machinery or equipment for the 

reh3bilitation progranrne of Bora. 

ha·Jing two production places COar-es-Salaam and Morogoro J fire 

hazard is lower. 

MSC gets smalls• .~nd is therefor easier to manage. 

Lower manpow1ff requirements in MSC. 

L~wer energy demand in MSC. 

Negative Aspe.£1!. 

Does not solve. the management problem in both factories. 

It is more management needed than in option II + III. 

Does not solve problem of surplus work force in Bora. 

More foreign experts needed. 



Old buildirgs in Bora have to be repaired while new building in 

MSC is not used. 

More spare parts in stock i~P.eded. 

More materiai in stock i~ needed. 

Coordination problems between Bora and MSC stay in existence. 

Less buying power unless purchasing can be centralized. 

Problem of disassembling of complicated machines. 

Risk of breakage on transport. 

High administration costs. 

To b). 

Positive Aspects. 

Less foreign currenc1 needed because of reduced production. 

Better productivity by better machines. 

Eases management problems. 

Negative A~pects. 

Old buildings have to be renewed. 

Fire hazard. 

Position in the capital of the country. On long term basis 

Oar-es-Salaam has to offer enough job opportunities which are 

more attractive than working in a shoe factory. 

Bora's rehabilitation progralTITle has to be -Financed. 

Reduces capacity too drastic. 

Makes no use of t;ie new machinery in MSC. 

Causes high preservation costs in MSC. 
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To cl. 

Positive Aspects. 

Makes full use of new machines, equipment and buildings. 

Eases training needs. 

Fills management gaps and eases management problems. 

Better location, industrial decentralization. 

Less foreign experts needed. 

Solves manpower surplus in Bora. 

Can run two shifts and produce 6 million pairs. 

Negative Aspects. 

Creates housing problems. 

Fire hazard. 

Nee~s reorganisation (for details see recommendations). 
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IV. R E C 0 M M E N 0 A T I 0 N S • 

1. It is recomnended to the Ministry of Industry. 

al To take a decision which of the options pointed out under III. 

should be taken. 

bl To secure the necessary imput of foreign currency for the 

implementation of this option. 

cl To have TLAI better equipped to control. audit. supervise. 

coordinate. assist. advise and otherwise help the subsidiary 

COfllPanies. 

d) To encourage small scale shoe i~dustry - now producing 

approximately 2 million pairs of shoes annually - by getting 

them better supplies of material and spare parts in order to 

create compet:!.tion between them and TLAI shoe production. 

e) To cooperate with the Ministry of Livestock in U1e 

improvement of hides and skins collection and quality and to 

~revent export of hides and skins needed to supply the tanneries 

in Moshi. Morogoro and Mwanza. 

2. To TLAI. 

al To rehabilitate Wet-operation and to enlarge finishing 

capacity up to tarning capacity. 

bl To install machinery in Morogoro to produce woven leather 

from goat and sheep skin. The surface of the skins is often 

defect. Woven leather hides these faults, and makes skin" .nore 

valuable. There is a potential market for woven leather ;hoes 

in summer season. 
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Machines are available from Cadix. Belgium. 

cl To start foot measurement survey for local market. 

Shoes are produced from European lasts which do not seem to 

fit the feet in Tanzania. For details ask Mr. J. Berg. Unido. 

d) Not to prolonge management contract with Italmacchine Plant. 

They do not have the necessary experience in running big scale 

shoe production. The company has only some 30 employees. 

Management & Staff is hired ad hoc on the market. and is not 

backed by the company. What is needed is a management team 

working together in a big shoe factory since years. 

These teams are hard to get and their experience is expensive. 

The following companies may be able to supply a team : 

- Clarks Lta. Street. Sonmerset. U.K. 

att. Mr. Anthony Clothier. 

- Salamander A.G. Kornwestheim. Federal Republic of Germany. 

att. Or. Oazzert. 

- Freudenberg & Co. 6941 Weinheim. Federal Republic cf Germany. 

att. Mr. Hermann Freudenberg. 

- SVIT. Gottwaldo. Czechoslovakia. 

- Borovo. YU-56223 Borovo. Yugoslavia. 

- Sabaria. Szontlathely. Hungary. 

- Duna Shoe, Budapest, Hungary. 

iisza Shoe. Martfu, Hungary • 

. Genesco, Nashville, Thennessy, USA. 

Marbot & Comp. SA, F.24190 Neuvic-sur-l'Isle. Dordogne. France. 
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el If expatriate management is hired err-~loy ·oeputy System• 

which means : The manage~ should be Tanzanian. the deputy 

expatriate. The deputy is running the day to day's business. 

while the Tanzanian handles affairs with local personnel and 

inst~tutions involved. The deputy by discussing with and 

reporting to the manager.teaches the Tanzanian manager until 

the manager can operate independent. 

This system prevents the Tanzanian manager just being a spectator 

and gets him involved. It prevents him losing face by making 

mistakes and there is no gap when the expatriate leaves. 

f) To exclude retail and whole sale operations from the shoe 

factories and organize them in a separate company or companies. 

gl To separate production of rubber sheets. tubes and tires. 

lasts~ laces. heels and unit soles from the shoe factories 

and make them independent to sell also to other shcemakers and 

to the market. 

h) To start to supply marketing survey in local markets to 

find out which matP.rials are available to substitute imported 
' 

materials. 

i) To give supply managers the possibility to learn more about 

availability and prices of goods which have to be imported. 

k) To concentrate buying power by buying centralized for whole 

TLAI. Therefor an import-export department should be installed 

in TLAI handling at the same time clearing matters described 

under item 7.1. of this report. 

1) To continue and expand with the centralized. well organized. 

long term management development prograrnne started under Project 

OP/URT/78/010 for the sector. T~e success of all activities is 
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depending of it. 

m) To change planning procedures. 

The planning ~ystem CS years forecast) does not give realistic 

results. Even the one year plan is everoptimistic and seldom 

met. Reasons for the failure of the planning system are : 

- a 5 years planning period is too long for the shoe industry. 

3 year planning will do. 

- The planning people have not enough infonnation on which 

assumptions their planning should be based. 

- Plans are not action orientated, which means there is no 

list of actions to be taken in order to reach targets of 

the plan. 

- The actual performance should be checked regularly against 

the plan and action should be taken if the plan is not reached. 

e.g. revision of the plan. 

decision on new efforts to be made. 

replacing of managers who f~iled, 

correcting other bottle necks 

3.To Morogoro Shoe Company. 

a) Implement recorrmendations of ·~he subcontractors r3port 

(annex V.2). 

bl Stop hiring workers and staff. Send as many workers and staff 

as possible on unpaid vacation. Have all others fully employed. 

Take care of constant flow of material. reinforce on the job 

training and try to reach a production of 8 pairs per capita 

and shift. 
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cj Intensify quality control. 

d) Have lace-plant operate in 3 shifts and sell laces in local 

and export markets. 

el While working on reduced scale improve discipline and have 

factory cleaned inside ar.d outside the buildings. 

fl Install proper management information system e.g. daily. 

weekly and monthiy production report 

weekly and mothly sales report 

quarterly trial balance sheet & profit and loss account 

install monthly reports of raw material and readv made shoes 

stock. 

g) For export use ·ouality by Selection• system. which means : 

select only shoes of good quality to fulfil orders for export. 

Sell 2. grade on local market. Missing pairs in the assortment 

have to be produced egain. Apply this system until a degree of 

quality is reached sufficient for export markets. 

h) Plan production 3 months ahead to avoid lack of materials 

as much dS ~ossible. 

il Change your range as much as possible in order to minimize 

imput of imported mat~rials. 

kl Make better use of leather waste. Don't throw it away but 

sell it to the private sector or give it to schools for handicraft 

training. 
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ll The functional organisation scheme which the subcontractors 

proposed in Annex V.2. is a solution necessary for the time 

until enough oroduction management is available. 

Finelly production should be split up in 6 to 10 independent 

shoe production units specialized in one t1pe of shoe each. 

e.g. cemented. stitch down. mocassin. injection moulded etc. 

Each production unit should produce a complete shoe from the 

pattern making to the pacAing. including technical production 

preparation and production planning. 
,,,,, 

They receive orders from marketing and deJ.iver their production 

to marketing. 

Production of lasts, laces. heels. unit soles and uther shoe 

part should be organized in independent pronuction units. who 

also sell to other shoe factories and the market. 

Only marketing. manpower development and administration. supply. 

maintenance. financing. accountin~ and similar services should 

stay centralized. 

If room is needed to implement this splitting in specialized 

production units. closing operations should be transferred to 

towns and villages up ·to 100 Km. around Moro~nro. 

These closing units should employ 50 tc 100 workers. preferably 

women and should be run by one superintendent and 3 to 6 foremen. 

Delivery of cuttings and collaction of uppers should occur every 

second day. 
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The following targets must be reached-among others- to be 

competitive on international markets : 

Sales per person 81TJ,lloyed 

(excluding retail) per year Tsh. 200 .ODO. -

Sales per person working 

in production Tsh. 250.000. -

Sales per working hour 

and person working in production Tsh. 160.-

Produced number of pairs 

per person employed per year Pairs 2000 

(excluding retail) 

Numbers of workers I 

i 

per ono staff member 1. 5 

Number of days missed 

through sickness per worker and year Days 12 

4. To Tanzania Shoe Company (Bora). 

Most of the recorrrnendations given in this report are also 

applicable in Bora. 

Some deal with the specific situation in Morogoro and are 

not applicable in Bora. 

Bora has some very capable young managers who could be promoted 

to production manager, chief enginee~ and even General Manager. 



Oct. 1982 

15. 

16. 

17. 

18. 

19. 
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ANNEX V .1. 

P R 0 G R A M M E 0 I A R Y 

Arrival in Oar-es-Salaam. meeting Mr. B. Svensson 

ITL. l.FT/78/010/a/01/37. 

Uiscussion with Mr. J.H.T. Kisonda. Director of 

Finance a~d acting General Manager. TLAI. 

Visit to Bora to meet Mr. Y.J. Mwailolo. General 

Manager of Tanzania Shoe Company Ltd. for general 

discussion. 

Meeting with Dr. F. Malata Unido expert and 

discussion about aspects of the technical status 

of Bora. 

Studying of W.B. document. minutes of MSC board 

meetings and other relevant reports. 

Visit to UNDP. Mr. P. Reynolds. Acting Resident 

Representative and Mr. S. Henein. Senior Industrial 

Development Field Adviser. 

Visit to Mr. J.V. Iwabuti. Chairman of the board of 

TLAI. Briefing by the Minister of Industry Mr. B. Mramba 

in presence ~f his Deputy Mr. E.G. Mwanansao and 

Mr. Mworia. who was nominated 3S contact within the 

ministry. 

IJisit to l"lorogoro to meet the General Manager 

Mr. F. Parri. Italmacchine Plants. who was absent. 

-1 
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General discussion with Mr. S.H. Mwilina. 

manpower development and administration 

manager and tour of the factory accompanied 

_by Mr. Kibona. acting production manager. 

20. Visit to Bora. 

21.-24. Studying documents. discussions with Mr. P.B. 

Buit. Unido expert. about the situation of 

the Tanzanian tanning industry and with Mr. 

R. Chant>ers. Unido expert about export of shoes 

to neighbouring countries. 

25. Visit to Bora to assess the performance of a 

team of consultants from Pakistan. 

26. Visit to Mr. Mworia. Ministry of Industry. to 

discuss actions taken by the management agent 

of MSC. 

27. Visit from Mr. J.V. Iwabuti. Chairman of TLAI 

about the above concern. 

28. Discussion with Mr. Leffler. Cotton Mill. 

Morogoro. about problems in Morogoro. 

29. -31. Elaboration of a working plan for Hungarian 

subcontractor. 

Nov. 1962 

1. Sick. 

2. Arrival of five Hungarian experts, briefing, 

discussion of work plan. 

3. Introduction of subcontractor to Bora. 



, I 

4. 

5. 

6. 

7. 

8. 

9. 

10. 

11. 

12. 
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Introduction of subcontractor to UNDP. 

meeting with Mr. Buit and Mr. ChanbPrs to 

inform subcontractor about tanning industry 

and shoe export. 

Travel to Morogoro. arrange accomodations. 

Tour of MSC (plants. workshops. and stores). 

Discussion on further orocedures with the 

subcontractor. 

Interviews with managers of manpower development 

and administration. marketing and supply. 

Meeting with members of Party_and Trade Union 

to axplain the reasor. of our stay in Mo~ogoro. 

Interview with production manager. and training 

officer. Visit to the samples room and selection 

of samples for local market and export for the 

product-mix to be reco1m1ended and elaboration of 

costing sheets. 

Interviews with chief enginaer, chief accountant 

and 5 trainees. 

Meeting with Mr. F. Parri. General Manager. about 

main problems in MSC. 

Informal meeting with Mr. Kisinini, about special 

difficulties in stock inventory and supply matters. 

Visit to Morogoro Tannery. 

Report ~rit!ng. 

Meeting with Mr. Trung Tin, W.B. about problems in 

Tanzanian shoe industry and targets of the survey. 



13. 

15. 

16. 

17. 

16. 

19. 

20. 

22. 

23. 

24. 

25. 

26/11-6/12 

7/12. 

6/12. 

13/12 

14/12-15/12. 
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2. meeting with chairman and secretary of party 

and trade union. 

Report writing. 

Return to Oar-es-Salaam. 

Meeting with Mr. Tin W.8. and Mr. Berg. Unido. 

to aiscuss main point of ~he su1vey. 

Participation in tripartite meeting of Unid~ 

Project OP/LiRT/78/010. 

Collecting further infonnation from Mr. Kijuga 

and Or. Malata in Bora. 

Discussion of subcontractor's report. 

Visit to UNDP. Bora. 

T~avel to Morogoro accompanied by Mr. Beeby. 

Unido expert. looking for accomodation. 

shopping etc. for Mr. Beeby. 

Introducing Mr. Beeby to Mr. Parri, training 

officer and production manager. 

Studying subcontractor's report. 

Collectin~ further information, report writing 

and copying. 

Final discussions in O&r-es-~alaam with TLAI 

and UNOP. 

meeting with Mr. B. Mramba, Minister of Industry. 

Mr. E.C. Mwar.ansao. Deputy Minister end Mr.T.Mworia, 

Secretary in the Ministry to discuss the report. 

Return to Vienna. 

Oebriefin~ in Unido, Vienna. 
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ANNEX V.2. 

Persons contacted in Tanzania. 

The following list consists of tl1e most important persons met 

in Tanzania. 

From the Ministry of Industry. 

B. MRAMBA, Minister 

E.C. MWANANSAO, Deputy Minister 

T. MWORIA, Secretary 

From TLAI. 

J.v. IWABUTI , Chairman 

A. NG'AMILLIO, General Manager 

H.T. KISONOA, Chief Accountant 

From Tanzania Shoe Company Ltd. (Baral. 

M.J. MWAILOLO, General Manager 

KIUGA, Chief Accountant 

From Morogoro Shoe Company Ltd. 

F. PARRI. General Manager 

s. MWILIMA, Manpower development and Administration Manager 

E. KISININI, Supply Manager 

F. RATAIHWA, Marketing Engineer 

A. NG'INGO, Chief Engineer 

BANKA, Chief' Accountant 

KIBONA, Acting Production Manager 

S.M. OROTHA, Training Officer 

MAZOEA. Welfare Officer 
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From JNDP. 

P. REYNOLDS. Acting Resident Representative 

S. HENEIN. Senior Industrial Development Field Adviser 

From World Bank. 

NGUYEN TRU~JG TIN • Development Officer 

From UNIOO. 

J. BERG. Senior Industrial Development Officer 

B. SVENSSON. ITL-DF/URT/78/010 

P.B. BUIT. Leather Industry Expert 

R. CHAMBERS, Marketing Expert 

F. MALATA. Shoe Machinery Expert 

R. BEEBY. Training Expert 

O. RUSSEL. Design Expert 

From BMKI. DUNA Shoe Factory and INTERAG. 

F. SCHMEL. Team coordinator footwear engineering expert 

G. BDRI. Economist, Marketing expert 

J. CSONKA. Mechanical Engineer foreign trade mark expert 

s. CSONGEI. Footwear technologist range building expert 

I. SOPONYAI, Footwear technologist production control expert 
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ANNEX V. 3'. 

R E F E R E N C E S • 

1. Tanzania: Appraisal of the Morogoro Industrial Co"lJlex. 

World Bank study ~~ 1213-TA (1977) 

2. Survey of the existing Operational Tanneries Connected to TLAI. 

Study made by the Unido team i~ 1980. 

3. Agreement between NOC and ITALMACCHINE for the project 

engineering and training ~oncerned with the establistvnent of 

the Moro~oro Shoe Company (1977). 

4. Agreement between Morogoro Shoe Company and ITALMACCHINE 

for Management and Marketing services to be rendered to the 

Morogoro Shoe Company (1979). 

5. Report of the special Task Team of the Special C0111T1ittee 

of the TLAI Board of Directors (1982). 

6. Comnissioning report made by Dr. F. MALATA, UNIOO expert (1982). 

7. Man~al for the preparation of industrial fe~sibility studies, 

Un publication No I0/206 (1978). 

8. Invoices of supplies made by CIEM (1978-1980). 

9. !.nfonnation sources on leather products industries. 

Un publication No ID/226 (1979). 
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P A R T II 

Based on the work of Ferenc Schmill, team co-ordinator and 
footwear engineering expert; G4za Bori, econOllist, marketing expert; 

J6zaef Csonka, mechanical engineer, foreign trade expert; 
S8ndor Csongei, footwear cechnologisc 1 range building experc; 

and Istvfn Soponyai, fooc-.rear cechnologisc, production control expert 

Explanatory Notes 

Reference to dollars ($) are to United States dollars. 

The monetary unit in the United Republic of Tanzania i~ the Tanzani&n 
shilling (TSh). During the period covered by this report, the value of the 
Tanzanian shilling in relation to the United State~ dollars was $US l = TSh 
9.80. 

References to tons are to metric tons. 

A full stop (.) is used to indicate decimals. 

A comma (,) is used to distinguish thousands and millions. 

The following forms have been used in tables: 

A dash (-) indicates that the amount is nil or negligible 

Parentheses around a figure indicate a minus amount 

In tables, totals may not add precisely b~cause of rounding. 

Besides the coD1DOn abbreviations, symbols and terms, the following have 
been used in this report: 

c.i.f. 

f.o.b. 

BMKI 

BORA 

CIEM 

DUMA 

FAO 

IDA 

Economic and technical abbreviations 

=ost, insurance and freight 

free on board 

Organizations 

Bor-, Milb6r-es Cip6ipari Kutat6 Intezet 
(Research Institute of Leather, Artifical 
Leather and Footwear Industries) (Hungary) 

Tanzania Shoe Company and also used as a 
trade mark 

Consorzio Italiano per la Erezione del 
Calzaturif ico di Morogoro 

Duna Cipogy4r (Duna Shoe Company) (Hungary) 

Food and Agriculture Organization of the United Nations 

International Development Association, an affiliate 
o! the World Bank 

·-1 



INTEBAG 

IT.AI.MACCHINE 

MSC 

NDC 

OECD 

SIDO 

TLAI 

TSC 

UNDP 

World Bank 
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lnterag Co. Ltd. (Hungarian foreign trade company) 

ltalmachine Plant S.p.A. (Italy) 

Morogoro Shoe Company 

National Development Corporation 
(United Republic of Tanzania) 

Organisation for Econoaic Co-operation and 
Development 

Small Industries Development Organization 
(United Republic of Tanzania) 

Tanzania Leather Associated Industries 

Tanzania Shoe Company (BORA) 

United Rations Developaent Progrmlllle 

International Bank for Reconstruction and 
Development (IBRD) 

Mention of firm names and commercial products does not imply the 
endorsement of the United Natiors Developaent Organization (UNIDO). 
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Background 

The United Republic of Tanzania is one of the East African countries that 
has a large livestock population. According to the most recent estimates, the 
livestock consists of about 12.5 million head of cattle and 9.5 million sheep 
and goats. Ta~ing into account off-take rate applicable to the local 
conditions and estimating 50 per cent collection, this amount of raw bides and 
skins could produce 10 million pairs of leather footwear. 

Realizing the importance of this natural resource, the Governaent of the 
United Republic of Tanzania has made considerable efforts to develop the 
leather and leather products industries: three aechanized tanneries have b~en 
erected within the last 15 years, a large footwear factory and a medium-size~ 
leather goods factory were installed and a leather-board plant is under 
construction in Korogoro. Other plans to further expand the leather products 
industry are under consideration. Besides the new factories, the Tanzania 
Shoe Company (TSC) in Dar-es-Salaaa produces leather, canvas and plastic shoes 
for the local markat, which are sold in their own retail outlets under the 
trade mark BORA. 

The overall capacity utilization in the tanning sector is about 50 per 
cent, while in the shoe industry it is well under 20 per cent (5 per cent in 
Korogoro). The main prubleas in the footwear industry are the lack of 
know-bow, operational training and experience, poor marketing and maintenance 
and the technical and production 111&nageaent methods used. 

As the tvo major shoe manufacturing units under the control of the 
Tanzania Leather Associated Industries (Tl.AI) are facing serious difficulties, 
the Government of the Unit 0 d Republic of Tanzania requested assistance from 
the United Nations Industrial Development Organization (UMIDO) to carry out a 
techno-economic survey of the existing capacities and to recC>DDend action to 
be taken in order to solve the problems mentioned above and increase 
productivity in this sector. 

Otto Klotzer was the chief technical advi£er for the project. Through 
the Hungarian foreign trade company, Interag Co. Ltd. (INTERAG), the Bor-, 
Mubor- es Cipoipari Kutat6 IntEzet (BMKU) (Research Institute of Leather, 
Artificial Leather and Footwear Industries) was chosen to make the survey and 
recommend future steps for training and technical know-how acquisition. 

Objectives 

The teaa of five Hungarian experts from BKICI worked under direct 
supervision of the chief technical adviser. According to the terms of 
references BKICI waa expected to supply the following services: 

(a) A survey on the technical capability of the Korogoro Shoe Company 
(MSC) to produce an acceptable quality and quantity of footwear for export 
markets, taking into consideration the production capabilities of TSC for the 
local market; 

I 
f 
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(b) A plan of action, specifying training needs and programmes for 
skil!erl ~rk~rs, s~pervi~Qrs ~nd ~~~g~~nt to ~rcvide MSC ¥ith the ne=es=~:1J 
work force; 

(c) A suggested product range for MSC, ~ith samples of footwear, 
detailed coating and production planning for the short, medium and long term. 
The range of footwear was to be based mainly on locally available materials; 
only those components and raw materials that were allowed to be imported under 
existing regulations and financial conditions were to be included; 

(d) A suggested marketing strategy for the export and identification of 
possible export markets. 

Arrangements 

rn order to meet the UNIDO requirements and to utilize experience gained 
in running a shoe factory of similar size, a team of experts was created that 
had the following features: 

(a) Special tasks were assigned to each teaa member, namely: 

Marketing and economic aspects 

Range building and technical preparation of production 

Production and quality control 

Labour and management training 

Equipment maintenance 

(b) Two experts were called in from the Duna CipogyAr (DONA) shoe 
factory. They had over 20 years experience in marketing, economic and 
technical control of large lll<lnufacturing units and are in key positions at 
DONA; 

(c) The team co-ordinator had much experience in advanced training 
methods used in the footwear industry of industr~alized countries as well as 
in investment preparation and execution, with special reference to developing 
c~untries; 

(d) An expert in foreign trade also participated in the field work in 
order to advise on coaaercial and contractual aspects of recoDlllendations. 

The subcontract called for 3.2 expert-months field work plus 0.8 
expert-months additional services, whi~h were to be rendered in the home 
country. The five experts departed from Hun,ary on 1 November 1982; one 
of the teaa members returned on ~3 November 1982, while the other four arrived 
at Budapest on 23 November 1982. (Thus, the actual service provided was 3.5 
expert-.onths including travel, or 3.16 expert-months exluding travel). The 
representative of INTEIAG stationed in Dar-ea-Salaam assisted the team in 
adainistrative and organizational activities. 

l 
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Having discussed the objectives and the workplan with the chief technical 
adviser of the project and with the international team leader of project 
DP/URT/78/010, and having taken into consideration the background information 
and guidelines received by the teaa co-ordinator during his briefing ~n Vienna 
(27 October 1982) it was decided that the team should move to Korogoro on 5 
November and return to Dar-es-Salaam on 16 November 1982. It was agreed upon 
with the chief technical adviser that the team should concentrate on 
techno-economic aspects of the project, while the adviser would deal mainly 
with managerial questions and higher level industrial policy problems. 

Services rendered 

The team of experts discussed the main problems and difficulties of the 
local· shoe sector with the members of the UBIDO team serving under project 
DP/URT/78/010, then made a short survey in the Tanzania Shoe Company (BORA) 
and its retail outlets in Dar-es-Salaam. A detailed study concerned with the 
investment, starting up, recent production, training of personnel, marketing 
and management of the Mor~goro Shoe Company was carried out on site. Several 
official and informal meetings were arranged with local .authorities, UNDP, 
UBIDO and World Bank representatives, as well as with diplomatic and 
cODDercial missions of different countries to the United Republic of 
Tanzania. (The complete progr81111le is attached as appendix I; a list of 
persona met in the United Republic of Tanzania is found in appendix II). 

The team of experts left shoe samples and techno-economic documentation 
on basic shells, patterns, drawings of cutting layouts, costing sheets, 
descriptions of materials to be used, technological sequences of operations, 
time standards etc. that were elaborated and used by DUKA at MSC for further 
use and reference. 
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FINDINGS 

The market 

Domestic market requirements 

Footwear consumption in industrialized countries is in the region of 
4.0-5.5 pairs per capita annually; in the centrally planned economy countries 
it is 3.0-4.5 pairs per capita. Taking into consideration the climatic 
conditions and traditions of developing countries, the ai~imum annual 
consumption should be around 1.0 pair per capita. Computations based on the 
most recent production statistics and estimates of retail data show that the 
actual consumption in the United Republic of Tanzania is about C.3 pairs per 
capita.!/ This is considered to be a very low consumption figure, even under 
present con~itions. 

Marketing studies made by local factories and institutions, as well as 
the opinion of the UNIDO team of project DP/URT/78/010 that is based on 
research by the marketing expert, indicate a real possibility of selling 5 
million pairs of leather s~oes in the United Republic of Tanzania without any 
difficulties and probably without any influence on local retail and, 
consequently, on ex-factory prices. BORA's output is nearly 1.0 million pairs 
annually, and the private sector and the shoe manufacturing units controlled 
by the Small Industries Development Organization (SIDO) add some 2.0 million 
pairs yearly, so there is enough =oom for increasing the supply of leather 
footwear to the local lil4rket. 

The team of experts visited BORA shoe shops in Dar-es-Salaam an~ 
confirmed that extremely high retail prices are found in the United Republic 
of Tanzania, as the following data show: 

Jogging shoes 
Clogs 
Canvas shoes 
Moccasins 
Ladies' shoes with polyurethane soles 

Selling price 
(TSh/pair) 

350-500 
400-600 
180-360 
450-700 
380-480 

Owing to the shortage of supply, the footwear is distributed in the 
United Republic of Tanzania rather than marketed. 

The quality of the locally available footwear is rather poor, the styles 
are out of fashion and the materials used are low-grade. The main reasons for 
this situation are the monopoly of BORA in selling shoes, insuffici£nt 
information on fashions and the lack of foreign exchange required to introduce 
new lasts and injection moulds. In spite of the quality problema and the low 
standard of living of the population, the domestic market is fairly large, 
which stresses the need to increase the output of the shoe industry. 

!/ If canvas, rubber and plastic footwear is included, the figure 
would still be belo# 0.5 pair per capita. 

----~ - ~-----------.__---:... ____ ......._ ________ _ 
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Export considerations 

The industrialized countries have increased their footwear imports 
significantly during the past two decades owing to high local costs (mainly 
high wages) and the lower prices offered by a number of developing countries. 
A newcomer to the world market should consider the following points: 

(a) Highly fashionable sho~s or special footwear (safety boots, sports 
shoes etc.) are still manufactured for the domestic market in large quantities 
in such countries as Austria, France, the Federal Republic of Germany, the 
United Kingdom of Great Britain and Northern Ireland and the United States of 
America for their home markets; 

(b) The largest exporters of fashion leather shoes to the world market 
are Brazil, Czechoslovakia, Greece, Hungary, Italy, Mexico, the Philippines, 
Romania, Spain and Yugoslavia; major exporters of canvas and rubber footwear 
are Hong Kong, Pakistan, the Republic of Korea and Taiwan Province; 

(c) Most industrialized countries are both exporters and importers (for 
example France and the Federal Republic of Germany}; 

(d) A number of developing countries are making efforts to increase 
their export potential in this subsector, for example, Algeria, Argentina, 
Colombia, Egypt, Ethiopia, Indonesia, Morocco and Tunisia; 

(e) Some African and Asian countries have no - or at best an 
insufficient - local footwear industry; therefore they are potential importers 
(e.g., Burundi, Kuwait, Kadagas=ar, Rwanda, Saudi-Arabia and Zaire); 

(f) The most important importers worlJ wide are the United States and 
the Union of Soviet Socialist Republics - their total imports exceed 500 
million pairs a year. 

The above points illustrate the possibility of entering into that wide 
market, on one hand, but point out the heavy competition on the other. Taking 
into account th~ increased population growth, the expected improvements in the 
standard of living in developing countries and the structural changes taking 
place in the industrial sector in the developed countries, it can be expected 
that the world demand for footwear will increase and that the procuction 
capacities for footwear will continue to move to the South. However, export 
opportunities are available only for those suppliers who are able to produce 
shoes of the required quality, fol1ow the fashion trends and keep reliable and 
short delivery times - at reasonable prices. 

Availability of material 

According to estimates of the World Bank, baaed on statistics from the 
Food and Agriculture Organi~ation of the United Nations, the United Republic 
of Tanzania had the following resources in 1982: 



Cattle 
Goats 
Sheep 

Total 

Livestock 
population 
(million) 

12.8 
5.8 
3.8 

22.4 
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Off-take 
(percentage) 

14 
33 
21 

The annual growth rate is estimated as 2.5 per cent. 

Hides and skins 
available 

Thousand ,.2 
Killion (million sq ft) 

l.8 
i.9 
0.8 

4.5 

4 185 (45.0) 
791 ( 8.5) 
335 ( 3.6) 

5 311 (57.1) 

A survey made by the UNIDO team under projects DP/URT/78/010 shows that 
the actual collection of hides and skins in the country was at 65 per cent for 
hides and 30 per cent for skins, compared with the estimated earlier figures. 
In other words, the theoretical material availability is 5.3 million .,.2. 
(57.l million sq ft) and the theoretical tannery finishing capacity is 2.0 
million m2 (22.0 million sq ft). In spite of this, the tanneries are short 
of raw materials owing to collection problems. Another factor contributing to 
the shortfall is that some rawhides and skins are exported, and a substantial 
amount of this is leaving the country through non-recorded illicit trade. 
Thus, oaly 30 per cent of locally available bides and about 15 per cent of 
skins were made available for local tanneries. The raw materials have a small 
surface area - about 2.3 .,.2. (25 sq fti per hide and 0.4 ,.2 (4.5 sq ft) per 
skin - and are rather thia and have a poor grain. 

The survey mentioned above gives the average annual capacities for 
finished leather of the three mechanized tanneries that were installed in the 
United Republic of Tanzania in the past 15 years: 

Soft leather from hides 
Splits 
Sheep and goat skins 

Total capacity in 
thousand ml-

(mi 11 ion sq ft) 

l 186 
238 
603 

20i7 

( 12. 7) 
( 2.6) 
( 6.5) 
(21.8) 

Capacity of the Korogoro 
Tannery in thousand m2 

(million sq ft) 

419 
74 

205 
698 

(4.5) 
(0.8) 
(2.2) 
n:sr 

The vegetable-tanned hard leather manufacturing capacity of the local tanning 
industry is about 365 tons/year (mainly concentrated in Kwanza). 

The installed capacity of the tanneries would be sufficient to produce 
approximately 7.8 million pairs/year footwear with leather uppers and about 1.0 
million pairs/year with genuine leather soles. Because the tanneries have 
difficulties in obtaining raw hides and skins, imported chemicals, spare parts and 
electric power, their overall capacity utilization was only 40 per cent in 1982, 
which consequently affects their deliveries to local shoe factories. 

The price of local leather is too high - on average it is double the world 
market price (~ee appendix III). This is probably due to the low capacity 
utilization but creates an unfavourable condition for export. 

l 
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Owing to the quality and properties of the raw hides and skins, the 
finished leather from the tanneries is mainly embossed and full-grain nappa 
and goat skin, corrected-grain hides, suede leather an6 lining. The best 
quality soft leather is supplied by the Koshi Tannery, but acceptable finished 
leather also comes from the Korogoro Tannery. The sole leather produced in 
Kwanza is rather thin, and its abrasion properties are rat.her poor. 

Because cotton and similar raw materials are available in the United 
Republic of Tanzania, the lo~al textile industry is being developed. ~s a 
part of the Korogoro Industrial Estate a canvas mill has been installed next 
to the shoe factory building, and it will provide upper materials for the 
inexpensive type of footwear. 

All the other materials, fittings and 
adhesives; compounds for polyurethane, PVC 
and c~epe) are to be imported from Europe. 
cent to 160 per cent. 

Staff 

chemicals (e.g. thread; dyestuff; 
and thermoplastic rubber; rubber; 

Import duties range from 40 per 

There should be no problea in recru1t1ng workers for the shoe factory; 
the experience of the Korogoro Tannery and the Korogoro Shoe Company indicates 
that plenty of unskilled labour is available. 

The national education systea is very efficient. An abundance of young 
people have completed primary school (seven years). A reasonable number of 
students are in seconcary schools (four years to achieve Form IV and two more 
years for Form VI). Young people who have completed higher education show 
potential and understanding in bow to carry out their tasks; they are also 
responsive for new ideas. 

The Tanzania Shoe Companr 

The Tanzania Shoe Company (TSC) was established by Bata more than 20 
years ago, in order to provide the local population with footwear at 
reasonable ~rices. The sh~es produced are marketed under the brand name BORA 
and sold through wholesale and retail outlets that are controlled by the 
Company itself. 

The installed capacity of the plant, which is located in Dar-es-Salaam is 
4 million pairs of canvas and leather shoes and 3 million pairs 
injection-moulded plastic beach sandals yearly. The actual ou~put is much 
lower: during the first seven months of 1982 about l.O million pairs of shoes 
were manufactured. 

Technical assistance is provided by a Pakistani fi~•. according to a 
special agreement, which supplied the Production Manager, the Chief Designer 
and a chemical expert. 

The working conditions in TSC are dif f icQlt, mainly because both the 
machinery and the building are old and run down. th' quality of footwear is 
very low, but this has only a slight negative impact on the economic situation 
of the factory, sinee TSC is the only organized retailer in the country and 
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can charge high prices to compensate for losses in the l?lanufacturing process. 
Although UNIDO experts assigned to the factory were making a significant 
contribution tc~ards i:proving product development and equip!!!'!nt mAint@nance; 
the product range and productivity are still far below int'!rnational standard. 

The Morogoro Shoe Company 

The Morogoro Complex 

A detailed study was made by international experts in 1977 for the World 
Bank. The study showed that it would be feasible to create an industrial 
estate comprising a tannery, a canvas mill, a leather-board plant, a footwear 
factory and a leather-goods plant. The Morogoro Tannery was established using 
3ulgarian expertise (two Bulgarian specialists are still working there) and 
b:came operational in 1980. As the next stage of the project, a footwear with 
a planned yearly output of 1.8-2.0 million pairs of leather shoes and the same 
quantity of canvas shoes was installed by the Italian firm Italmachine Plant 
S.p.A. (ITALMACCHINE). 

The shoe manufacturing plant project had a number of weak points: 

(a) The capacity of the factory was much too large. In industrialized 
countries the optiunri size of such plants is considered to be 0.5-1.5 million 
pair/year; 

(b) The plant capacity also caused other problems: 

(i) Recruitment and training of unskilled labour required more 
time than was planned. While the project envisaged 30 
?er cent, 60 per cent and 80 per cent capacity utilization 
for the firs~ three years of operation, respectively, only 
1.6 per cent, 2.4 per cent and ~.5 per cent were achieved; 

(ii) It is doubtful that the loc•l staff could have been trained 
in three years to take over the complete technical management 
of the plant, even if the contract had been well formulated, 
signed with an experienced and serious company and delivered 
efficiently. The management contract with ITALMACCHINE did 
not have very much chance to succeed; 

(iii) The raw and auxiliary materials were not available in the 
quantities required, significant steps would be necessary 
to ensure the reliability of deliveries from the tanneries; 

(iv) It was especially difficult to secure funds to purchase 
imported materials and to improve hide and skin collections; 

(c) The targeted export figure of 80 per cent of production was far too 
optimistic for a developing country and for a new factory that had no 
tradition in shoemaking and therefore was unknown on the world market and that 
used raw hides and skins of lower grades; 80 per cent of total production 
meant a minimum uf 1.60 million pair~ of canvas shoes for export, an 
over-optimistic pl•n considering the heavy competitior from East and 
South-east Asia an~ the competitive prices on the wor!d market; 
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(d) The World Bank study considered countries of the Organisation for 
Economic Co-operation and Development (OECD) and in near-eascern Asia &6 

possible markets for footwear manufactured by Korogoro and priced at $9.10 a 
pair (average, at the 1977 price level). However, this price was unobtainable 
even for such European countries as Greece, Hungary, Portugal and Yugoslavia, 
which were established exporters and had long experience in this sector; 

(e) The location seemed to have been justified because the estate idea 
enablP~ the supply of leather and canvas from neighbouring factories. 
Hov_.ver, it is cheaper to transport raw materials than shoes, which need more 
r.:ire, and the only suitable export facilities in the United Republic of 
Tanzania are in Dar-es-Salaam and Kilimanjaro; 

(f) Production coats and ex-factory shoe prices were underestimated. 
TSh 62.25/pair was calculated for leather shoes; but these are sold ex-factory 
for TSh 200 and TSh 400 today in the United Republic of Tanzania; 

(g) The average imported material consUD1ption was estimated for 1982 as 
$1.60/pair, which at today's costs wou!t be applicable only for moccasins of a 
reasonably good quality, made of goat upper and leather soles. The cost of 
imported materials would be higher for other footwear, however: $2.27 for 
cE.nvas shoes, $3.36 for jogging shoes and $2.68 for sandals (see table 1). 

The plant 

The MSC plant was installed iu 1980 and was to start up immediately. 

The site preparation and arrangement have no major weak points, but the 
building construction selected does not fit local conditio~a. While the 
tannery and canvas mill were built using a pillar construction and brick 
walls, the two-storey shoe factory has steel pillars and aluminium walls. The 
building has no ventilation system, no solvent-exhausting network and the 
distribution system for compressed air and electric power are also weak. The 
workshops are very hot during the daytime. Although the building is only five 
years old, the walls show signi~icant signs of corrosion and the roof leaks 
when it rains. 

The equipment delivered by Consorzio Italiano per la Erezione del 
Calzaturifico di Korogoro (CIEK), a consortium formed by ITALKACCHINE 
especially for this project, had a total value of $7.5 million. In 
general, the machines are of good quality and high productivity. Kost of the 
machines were purchased from various Italian shoe machinery manufacturers, bu~ 
some equipment comes from the Federal Republic of Germany and Spain as well; 
thus, there are 191 different types of machines from 25 different 
manufacturers. The idea behind this large range of machines was probably to 
enable MSC to produce a wide variety of products and to have a flexible 
manufacturing programme, so that the range of products would be similar to 
that exported by Italy to other industrialized countries. 

A thorough survey of equipment carried out by the experts led to 
the following conclusions: 
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(a) The plant is well equipped in g~neral, since almost all the 
manufacturing lines were able to produce a variety uZ shoe types using 
different technologies lstitch-down, stuck-on, McKay-sewing etc.); 

{b) The machine types selected and delivered do not always fit the local 
conditions (e.g., BIMA integrated workplaces for reinforcing operations, 
SAGITTA PC 15 R high-frequency moulding machines, FERRARI two-colour 
direct-injection moulding machines etc.), or the respective operations could 
be performed without them (trimming of lining, some finishing operations, 
applying adhesive etc.); 

(c) The machine park is unbalanced; there are insufficient quantities of 
smue equipment (e.g., there are only five pulling-over and lasting machines, 
eight sole-laying presses and very old toe-part conditioning equipment etc.), 
some is missing completely (e.g. last manufacturing and maintenance machines 
and counter-conditioning equipment), other machines are in excess (e.g. 
heel-nailing, heel-seat pounding, edge folding and reinforcing machines) and 
some are not needed at all (e.g. t~o photoelectronic leather surface-measuring 
machines); 

(d) The selection of machine types seems to have been mace on ad hoc 
basis, since equipment was available froa other Italian suppliers of-Che same 
or even better quality for the same or sometimes lower prices (e.g., ATOM 
clicking machines, COKELZ edge-folding machines, CAKOGA splitting machines and 
CERIM lasting equipment); 

(e) Kost of the sophisticated machines were bought at not low, but still 
reasonable, prices, while small equipment was supplied in unjustifiably large 
quantities (e.g., finishing equipment, buffing machines) or at comparatively 
high prices. The price should be only one consideration when selecting 
machines for a new shoe factory; among the others are the services provided by 
the manufacturer, the auxiliary material requirements, the working 
reliability, the supply of square parts, the expected life of the machine, the 
level of skill required for running and the function/cost ratio. If all these 
had been studied carefully, it would not have led, necessarily, to such a high 
share of Italian machines; 

(f) No special machines were delivered for canvas shoe manufacturing 
(e.g., string-sewing or insole-stitching machines) or !or maintenance. 

The total value of spare parts delivered by CIEM was only 5 per cent of 
the value of the equipment; the suggested figure for a new plant is usually 
around 10 per cent. (Added to the f.o.b. cost of equipment are 6.99 per cent 
for erection and 7.14 per cent freight charges.) 

The infrastructure of MSC is acceptable. The plant is located 4 km away 
from Morogoro, a town having a population of about 45,000. There are 
sufficient water and electric power supplies (two transformers needed for full 
capacity operation are being purchased), the road to Dar-es-Salaam is in good 
condition and telephone lines are installed. However, at present MSC must use 
the telex connected to the Korogoro Tannery. 
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The factory does not have even a provisional pcoduction prograaae. 
Although the responsible managers of MSC and TSC have had an official meeting 
and agreed upon a slight specialization of the two 111&ou£actu~iug unit&, the 
technical staff of MSC was not able to elaborate a suit2ble product range. 
After nearly three years of unsuccessful operation, management continues to 
emphasize that MSC should produce shoes for export and BORA for the local 
market and hopes that this can be realized. 

Kost of the difficulties that normally arise during the starting-up 
period were supposed to be overcoae by subcontracting ITALMACCHINE for 
assistance in management and marketing. According to the management 
agreement, the contractor was to provide a general manager, a production 
manager and two managers for production supervision for a period of three 
years. They were to run the factory and train t~e local managerial staff. 
ITALKACCHINE took the responsibility of selling 80 per cent of the actual 
production on the export market; this has never been done. The planned fee 
for the subcontractor c~nsisted of a lump sum of $350,000, plus 2.5 per cent 
of the f.o.b. selling price of exported shoes and 3.0 per cent of ~be gross 
profit (before taxes). The contract expired, without exporting any shoes and 
without having built up any marketing organization and channels. 

Training 

As a part of the engineering agreement signed by the National Development 
Corporation (MDC) and ITALMACCHINE, a training progr8Dllle was envisaged whereby 
24 Tanzanian staff members were to be trained in Italy for six months each and 
10 non-Tanzanian expatriate staff for two months each also in Italy. The fee 
was a fixed sum of $300,000 for training; travel, accommodation etc. were not 
included in this sum. 

The training record kept at MSC shows that 24 staff were trained in 1978 
in Italy for a period of nine month~ (three months language and six months 
professional training). Interviews with a number of participants of the 
training progr8Dllle indicate that the trainees did not learn much in Italy -
partly because of the c0111111Unications problem and partly because of the rather 
short time available. Most of the trainees had no previous experience in shoe 
manufacturing, but after their return to the United Republic of Tanzania they 
were expected to train local labour. 

MSC makes efforts to train local staff and recruit highly educated 
personnel (e.g., they had 26 students in various diploma courses and colleges 
in 1982), but this helps only at the middle-management level. Very little 
professional know-how in design, pattern making, technology, production 
control, quality control and marketing of footwear has been accumulated in 
Korogoro. Furthermore, no journals, technical periodicals, books and 
brochures that could serve as a basis for self-study are available in the 
factory. 

-1 
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Management structure 

The nuaber of employees in the r.ompany was 635 in November 1982 (the 
planned number of workers required for full capacity operation is 1,760}, out 
of which 429 were engaged directly in production. 

The staff structure is as follows: 

Number of Share 
staff (%} 

General manager's office 4 1.9 
Administration 91 44.2 
Finance 18 8.7 
Supply 27 13.1 
Marketing 20 9.7 
Production 10 4.9 
Engineering 36 17.5 

Total 206 100.0 

A new organizational flow chart, which attempted to contribute to better 
co-operation within the factory, was proposed recently. Although the 
financial and adainistrative management seem well-arranged, the technical side 
was somewhat neglected, ?erhaps owing to lack of sufficient trained 
personnel. The main problems are: 

{a} There are no staff dealing with the technical preparation of 
production; 

(b} The design and pattern-making department works almost without 
control. There are also no books or periodicals that could be studied with a 
view to expanding the range of designs; 

{c} The 111arketing department is expected to handle export trade without 
suitable coaaunications, organizational conditions and authority; 

{d} The maintenance and the tool-making {cutting, die ranufacturing 
etc.} departments are not receiving enough attention. 

Production statistics 

The production figures verify the points made above: 

Planned Actual 
Actual output production 

production {World Banlt study) (as percentage) 
(pairs} (pairs) of planned) 

1980 20 000 l 200 000 1.7 
1981 57 362 2 400 000 2.4 
1982 {Jan-Sept) 132 591 3 200 000 4.1 

I 
I 
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According to the top Jaanagement of MSC, the ll&in reasons for the low 
production are the shortage of foreign exchange for imported materials and an 
in~ufficient !up,ly ~f leather frt~ th~ tann~ries. This is o~viously only 
part of the problem, however. 

The quality of shoes produced so far is very poor (there are soae 10,000 
pairs of rejects on stock). The main products are jogging shoes, training 
shoes, clogs, safari boots and a few aoc~asins. 

The working pattern 

Special attention was paid to the actual WOLking methods used at various 
levels of the company, and some interesting aspects were identified. 

Today, marketing is al.oat equivalent with selling the shoes. The 
factory used to produce a few hundred or thousand pairs on its own and then 
tried to sell them. During the past two years, BORA sold most of the footwear 
from Korogoro, but that agreeaent was terainated in •id-1982. One of the 
marketing officers recently returned from a trip on which he managed to sell 
12,215 pairs of shoes for TSh 3,820,475 to retailers and 
wholesalers (e.g. aen's safari boots, size 39-44, for TSb 325/pair 
and clogs, size 39-42, for TSh 420/pair). 

An attempt was made to export footwear to Burundi. The offer by MSC for 
a pair of men's shoes made of corrected grain leather and polyurethane soles 
was $28.66. The buyer's counter-offer was $11.47, minus 18 per cent duty and 
freight, which was accepted by MSC. The figures for a pair of safari boots 
were $18.57 (MSC) and $7.43 (buyer). This shows how unrealistic the MSC 
prices are and the lack of market information at each lev~l. 

There is no planned range-building in the company. The chief designer 
(one of those who was trained in Italy) creates new models without any fashion 
information, data on prices and capacities. 

Costing is done for each style manufacturea. The material requirements 
are close to the international standards, but the overhead components are 
extremely unproportional; for example, several costing sheets indicate TSh 
40.50/pair administrative overheads (e~cluding financial costs) and TSh 
60.40/pair depreciation. The ex-factory prices are usually set by guessing 
rather than based on market research. 

The supply of materials depends on import licences, the production 
in l~cal tanneries and the requisitions made by the production department. 
Supply officers lack inforamtion regarding local availability of auxiliary 
materials and are not informed about international prices. It happens 
frequently that the productio~ department requires a new supply of finished 
leather withiu a very short time - an impossible task for the local 
tanneries whose typical delivery time is ore aonth. 

The production-control system is weak and production planning involves 
too auch adainistration. There is no organizational flo1rchart for these 
activities, and there are no sound ideas concerning the planning of 
design, pattern making and technical pr~paration of productioc. 

-, 
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Urgent steps should be taken in order to strengthen maintenance and 
die-aaking in MSC. Some 31 aachines lack aanuals ( .. ny others have thea, but 
~n !t~li~n cnly). M~~t cf the prcC~ctia~ !!.e.ehine9 ~eve never heen u9ed. er@ 
covered by dust, show the first signs of corrosion and in a large nuaber of 
machines the adhesives have dried. About 5 per cent of the equipaent is 
broken and can hardly be repaired. Small ca11ponents (e.g., switches, 
in~icator lamps, timers) were taken ¥Vay froa aany machines. Equipaent stored 
in the ready-goods stock is in especially bad condition. 
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UCOHMEDDATIORS 

Since MSC was established, a large amount of funds have been invested 
in infrastructure and the initial training of staff and vorke~s. The 
working capital of the co.pany has been exhausted without reaching more 
than about 5 per cent of the originally projected production capacity, 
and no real headway has been .. de in export sales. 

The activities of the teaa of experts were concentrated on finding 
a feasible solution to KSC's problems and suggesting a plan of action that 
would lead to production at installed capacity. The rec~ended product 
range ~4S been designed taking into consideration local economic constraints 
and material availability, and a realistic training ~rogr....e for the 
staff and workers is suggested. 

The following recommendations focus chiefly on technical and econoaical 
aspects; aore general and higher-level recommendations are elaborated by 
the chief technical adviser and are set out in his report. 

Repa~r and maintenance 

The aost urgent action to be taken should be conservation of the 
installed and stored equipment, regardless of whether it will be moved or ~ept 
for the gradual increase of production. All of the production aacbines need 
cleaning, greasing, lubricating (soae require disassembling to perform these 
operations) and protection against rust and dust. Without such maintenance 
the equipaent should not be switched on 1 in order to avoid further breakage. 
Kost of the machines could not be sold to other local manufacturers, and the 
aajority of the machines will be ruined within one or two years if they stay 
in the present condition. 

It is therefore strongly recommended that a special team be formed of the 
best mechanics and electricians available under the leadership of an 
experienced maintenance engineer. This team should be provided with all the 
necessary materials and requested to conserve and repair each machine within 
the shortest possible period of time. They should be released from their 
present jobs and er.gaged full time on this task. As another option, a local 
machine-maintenance company or a foreign firm experienced in shoe machinery 
aanufacturing and installation could be employed. (Such companies are, e.g., 
SKOMAB in Austria; SVIT-INVESTA in Czechoslovakia; ANVER in France; ALBEKO in 
the Federal Republic of Germany; KAEV-INTERAG in Hungary; SIDECO in Italy; and 
USM in the United Kingdoa.) 

Poot-measuremen~ progr ... e 

There are large quantities of footwear in sizes from 43 through 45 on 
stock at MSC because the size range was not compatible with actual demand. 
This shows that neither the shoe industry nor the trading organizations or 
agents have information about the foot sizes of the local population. It is 
recommended that a foot-measurement progr...e be carried out in order to 
obtain objective antropoiaetric data, establish size systems and ranges for 
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different age, ethnic and geographic groups of the local population and 
prepare lasts that would fit better. Such a survey would provide the entire 
:hee i:dust:-y ~ith i::!o:::tic: :ecut the ::e:t ::.:rk=t:ble r:ngcs, it ~culd 
create auch better wearing conditions for young people (especially children) 
and it would prevent the development of foot diseases caused by unsuitable, 
ill-fitting, illproperly designed footwear. 

The following institutions have experience in foot measurement: CTC in 
Franc•, PFI in the Federal Republic of Germany, BKICI in Hungary, TNO in the 
Netherlands and SA.TBA in the United Kingdoa - and one of them could be 
contacted to undertake such a programae. 

Product mix 

When selecting a suitable product mix, the following constraints have 
to be taken into account: 

{a) The quality and the quantity of th~ iocally available finished 
leather; 

(b) The capacity of each technological sub-processes, computed at the 
level of capacity utilization that could be achieved in the United Republic of 
Tanzania; 

(c) The amount of training necessary to develop the skills of local 
labour, who have no traditions in shoemaking; 

(d) The local and international demand for different types of footwear; 

(e) The local costs (leather duty on imported materials etc.); 

(f) The product range and quantities that could be supplied by BORA 
working at its full possible capacity. 

As a result of opt1D11z1ng the product mix, the following production pr.ograJmlle 
is suggested for MSC (see also appendix V): 

Canvas shoes 
Jogging shoes 
Clogs with wooden soles 
Safari boots 
Men's and child~en's sandals 
Moccasins 
Ladies' fashion sandals 
Conventional shoes 

Total 

Thousand pairs 
per year 

950 
220 
200 
450 
400 
~50 
330 
500 

3 600 

Percentage 

26.4 
6.1 
5.6 

12.5 
11. l 
15.3 
9.2 

13.9 

. 100. l 
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This product mix features the following: 

(a) It would fully utilize the direct injection-moulding capacities 
if the factory operated on three shifts; 

(b) It would utilize the last-turning machines' capacity for 
manufacturing wooden soles; 

(c) It would provide the maximum possible number of cheap canvas 
shoes for the local population; 

(d) The remaining assembling capacities (lasting, making and finishing) 
would be used for moccasins, fashion sandals and shoes with mainly leather 
soles, which are oriented towards export and provide the maximum value added; 

(e) The progr8llllle reflects the achievable outputs of each production 
line of the factory. 

Exports 

The value added in terms of foreign exchange was studied for the 
suggested product mix, as well as for each shoe type separately. First, 
thorough computation of ex-factory prices was carried out based on 
production cost components used in industrialized (particularly in European) 
countries. Appendix IV contains costing sheet3 for a number of styles. The 
ex-factory prices, including freight and profits, would be: 

Safari boots 
Moccasins 
Conventional shoes 

Dollars/pair 

13.24 
16.84 
16.65 

Estimating the c.i.f. prices in a similar manner for the above types, 
then deducting import duties and freight costs, as well as a 13 per cent 
discount for shoes intented to be marketed in industrialized countries 
(because footwear from the United Republic of Tanzania has no reputation, 
no tradition and no established brand name in those countries), the f.o.b. 
prices were calculated. On the basis of differences between these prices 
and the costs of imported materials required (from appendix V), and taking 
into consideration the requirements of different markets, the shoe types 
were ranked and a probable share of total export was given to each one 
(see table l). 

Thus about 20 per cent of the total exports might be oriented towards 
industrialized countries, while the remaining 80 per cent should be sold in 
other African and Asian countries. The most beneficial types are the 
following: 



Table l. leti .. ted eale• price• for varioue type• of footwear 

Canvas 
Jog&i ng 
Closs 
Safar-i 
Sam.la ls 
Moccasins 

Price (c.i.f.) of 
locally .. nufactured 

footwear in 
ind~•triali&ed countrie• 

(dollars per pair) 

4.50 
5.80 
4.70 

ll.24 
6.00 

16.84 
Fashion sandals 9.80 
l:onvcntional 16.64 

'1otal 

Average 

For sale 
Duty 

(181) Freiaht 
----,(dollan 

- -- -
0.84 1.2 
2.38 1.2 
- -

3.03 1.2 
1.76 l.2 
2.99 1.2 

!/Taking into account 70 per cent duty/in averaae/ 

to induatrialiaed countriee 
Dhcount--lr fie torj-- Share o-Y Duty Ix-factory 

(131) price total export• (301) Prei1ht price 
per pair) (l) ---(dollar• per pair)-----

- - - 1.35 0.6 2.55 - - - l.74 0.6 3.46 
0.61 2.05 2 1.41 0.6 2.69 
1.72 7.94 6 3.97 0.6 8.67 
- - - l.80 0.6 3.60 

2.19 10.42 1 5.05 0.6 11.19 
l.27 5.57 l 2.94 Ci.6 6.26 
2. 16 10.29 4 4.99 0.6 ll.05 

20 

8.62 7 .42 

ust 7.65 100% 

Sh.red 
total export• 

(I) 

Coat of 
imported 

••terial-.!/ 
(dol.lara per pair) 

3 2.27 
8 3.36 
9 1.03 

12 2.36 
8 2.68 

18 1.45 
9 2.18 

13 1.63 
80 

2.11 
C1' ... 

_J 



Moccasins 
Leather shoes 
with leather soles 
Safari boots 
Ladies' fashion sandals 
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Imported 
material 

consumption 
(%) 

15.2 

19.6 
28.8 
31.6 

Europe 

8.97 

8.66 
5.58 

Value added 
in foreign 
exchange 

(dollar/pair) 

Africa and Asia 

9.74 

9.42 
6.31 
4.08 

The average f.o.b. export price for shoes would be $7.65/pair; the 
average consumption of imported material would be $2.11/pair. 

The quantity of footwear to be exported was determined on the basis of a 
break-even analysis: 

Total amount of foreign exchange required 
to manufacture 3.6 million pairs of shoes 
yearly 

Kini.aulll quantity that could be exported, whereby 
the foreign-exchange revenue would still 
compensate for expenditures for imported 
materials 

$7,596,000 

992,941 pairs/year 

In order to earn some surplus foreign exchange in Morogoro (which might 
be used for repayment of the International Development Association (IDA) loan, 
for instance) 1.2 million pairs/year, or 33 per cent of the planned total 
output, would need to be exported according to the distribution shown above. 

Further costing sheets were completed for each type of footwear. 
Representative styles were selected partly from ~hose shoes being manufactured 
in Morogoro and partly from the range having been produced in DUNA. The 
prices on materials are either valid local quotations or calculated at the 
world market level and increased by 70 per cent duty. The labour components 
were determined at double the direct time consumption in order to cover the 
lower productivity and taxes on wages. The costing sheets, along with 
drawings of styles and their possible variations, are attached in appendix VI. 

Phases of implementation 

It is recommended that such a production and export programme be 
implemented gradually, as shown in table 2. The suggested implementation 
schedule has five phases, each of which should be calculated as taking about 
one year. A faster teapo would need much more international assistance in 
training and startina up. 

The main features of this schedule are: 

(a) The targeted total output is 90 per cent of the installed capacity, 
which gives rooa for chaoses in product mix if the rarket so requires; 
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Table 2. I2pleme~tation schedule 

Phases of implementation 
1 2 3 4 5 Targeted e!Eort 

Type of Thousands Killion 
footwear (Thousands of pairs) of pairs dollars 

Canvas 330 600 750 900 950 36 0.092 
Jogging 100 200 220 220 220 96 0.332 
Clogs 70 180 200 200 200 132 0.340 
Safari 200 320 430 450 450 216 1.821 
Sandals 180 250 - 350 400 96 0.346 
Moccasins 120 250 450 550 300 3.292 
Fashion sandals 150 330 120 0.745 
Conventional 100 280 5(1(1 204 2.218 

Total 700 l 600 2 200 3 000 3 600 1 200 9.186 

(b) Only one or two new types of footwear are introduced in each phase 
(the four types in the first phase are already being manufactured in Korogoro); 

(c) The increases from one phase to the next are compatible with the 
starting-up capacities of the respective production lines; 

(d) No export is envisaged for the first and second phases; however, 
marketing activity should begin at these stages. 

Financial aspects 

The economic analysis of the recommended product mix, marketing strategy 
and i•plementation schedule are attached in appendix VII. 

The total production costs in the fifth phase are TSh 498.5 million, 
having the following components (see also appendix VI.l): 

Factory costs 
Operating costs 
Proportional costs 
Materials 
Labour 

Percentage 
89.2 
94.8 
94.6 
74.4 
3.5 

The workin3 capital required is TSh 144.3 million (appendix VI.2), out of 
which TSh 4.6 million is caab in band (appendix VI.3) at the targeted output. 

Appendix VlI shows the revenues received from local and export sales, the 
&J10unt of foreign exchange required for imported materials and the subsidy in 
local currency to be given to the Korogoro Shoe Company in order to promote 
its export activity for each phase of implementation. Th., latest figures were 
computed applyina the follo~ing premises: 

(a) Owing to the conditions existing on the local market, the most 
profitable factory strategy would bP. tG produce shoes for the local population 
only; 

---, 
I 
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(b) Manufacturers of footwear for export have to be motivated to produce 
the required quality and delivery standards; 

(c) First, possible revenues were computed ~or the types and quantities 
to be exported (multiplying the export quantities by the respective ex-fac~ory 
prices valid for the local supply); 

(d) Revenues to be received from the export of footwear were deducted 
from the planned local sales revenues. The total difference is the factory's 
loss on exports; 

(e) The required government subsidy was determined by adding 20 per cent 
incentives to the losses. 

The profit to be realized by MSC was COJ!lputed for each phase of 
implementation in the upper part of table 3. The ext~aordinary (compared to 
that of in the industrialized and more advanced economy countries) gross 
profit of up to 20.9 per cent of the cash inflow is a result of the very high 
local selling prices. 

The sovcrnment-level profitability is indicated in the lower part of 
table 3. In TSh terms, the Government has an inflow composed from tax paid by 
the Company after the realized gross prof it and an outflow paid as subsidies 
on exports. The balance is positive in the fifth phase, that is, TSh 148.9 
million annually. 

As far as the foreign exchange balance is conce=ned, the Government has 
an inflow from export sales, while the outflow is due to the import of 
materials, tools and spare parts. By the fifth phase of implementation, MSC 
would earn for the Government $1.46 million by exporting 1.2 million pairs of 
footwear. 

Social factors 

In addition to the economic and financial aspects discussed above, the 
following social and political factors have to be considered: 

(a) The recOJ11Dended production programme provides for 2.4 million pairs 
footwear yearly for the local population; the imported material required for 
these shoes is compensated for entirely by the envisaged exports; 

(b) Included in tbe footwear to be marketed in the Unitea Republic of 
Tanzania are cheap canvas shoes and sandals, which are needed by the local 
population (especially those having rather limited funds), fit local climatic 
conditions and are not found in sufficient quantities in the shops at present; 

(c) If shoes had to be imported, the government expenditures for 2.4 
mill:!.on pairs would be about $17 million, compared with the expenditure of 
$7.6 million for imported materials for shoes produced by MSC; 

{d) MSC woi:ld provide employment for ab?ut 1, 700 person&; 

(e) The factory would contribute to the development of people and local 
industrial potential and would establish a more favourabl6 image and position 
for the United Republic of Tanzania on the world market; 
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(f) The export of footvear would influence positively the ranges offered 
on the local market, narrowing the gap in fashion between the locally sold 
shues and lhuae auld in develuped cuuutrico. Furthcrmuic, it would &ssist in 
obtaining more up-to-date technical, market and fashion information for local 
staff. 

Capacity 

The allocation of capacity according to the recommended product mix is 
shown in ~ppendix VIII.l and figure VIII.2. Technical details (average runs, 
last and mould requirements) are given in appendix VIII.3. 

Table 3. Financial analysis 

Phase of imp!.ementation 

Level 1 2 3 4 5 

______ (Millions of TSh>----------

Factory 
Sales revenues.!/ 137 .2 403.4 544.7 741.9 828.2 
Subsidy 58.2 158.2 283.3 
Production costs (101.5) (205.6) (290.0) (406.3) (498.5) 
Sales tax (27.4) (80.7) (105.6) (139.5) (147.6) 
Gross prof it 8.3 117 .l 207.3 297.8 465.4 
Net profit (50%) 4.1 58.6 103.6 148.9 232.7 

Government 
Tax (50% of gross profit) 4.1 58.6 103.6 148.9 232.7 
Sales (25%) 27.4 80.7 105.6 139.5 147.6 
Duties on imports (70%) 11.2 24.9 33.3 44.9 51. 9 
Subsidy (58.2) ( 158.2) (283.3) 
Net government income 42:7 164.2 184.3 175. l 148.9 

(Millions of dollars) 
Foreisn excha!!le 

Foreign exchange income l. 72 4.45 9.18 
Cost of imported materials (1.63) (3.36) (4.86) (6.54) (7 .57) 
Cost of tools, spare parts etc. (0.20) (0.15) (0.10) (0.15) (0.15) 
Balance of foreign exchange ( 1.63) (3.78) (3.04) (2.15) 1.46 

Note: Calculations are based on current prices and taxes. 

~/ After deducting sale• tax. 
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There is surplus capacity on the lace/thread, heel, top-piece and sole 
production machines. Operating these machines in three shifts, since they are 
the most expensive ones, the fQlluwing itaiis &nd q~:tities ?!!.!!y be pr~du~~d 
annually for the local market: 

Lasts 
HP.els 
Top-pieces 
Polyurethane soles 
Laces 

Pairs 

30 000 
360 000 
JOO 000 
600 000 

l 200 000 

The total value of these items is approximately TSh 36 million; 
the :imported material requirement is about $800,000. 

Another alternative might be to produce shoe uppers for co-operating 
partners from industrialized countries. Here again, the main objective must 
be to use local leather as much as possible. Appendix IX shows costing sheets 
for moccassin and military shoe uppers, featuring the following data: 

Production Imported material Possible 
costs requirement price 
(TSh) Dollars Percentage (Dollars) 

Moccasin uppers 134.10 0.61 9.9 6.80 
Military boot uppers 104.30 0.59 13.2 4.20 

The quantity produced could be as high as l,000,000 uppers a year. 
This could be achieved in one shift by decreasing the output of the 
ready-made shoes, or by introducing a second shift in the cutting/closing 
rooms. 

In considering the possibility of exporting shoe uppers, the extreme 
requirements of the partner concerning the quality of workmanship, the 
punctuality of deliveries and the need for a well established coaaunication 
system with the partner must be borne in mind. Taking into account these 
conditions, the team recommends this alternative with some reservations. 

Another option may be to manufacture military and safety boots in 
Morogoro. The shoe type would have uppers made of heavy printed leather 
without lining, leather (later leather-~oard) insoles and soles of 
polyurethane, polyvinyl chloride or theunoplastic rubber. There are two 
direct injection-moulding machines, equipped for this type of footwear, that 
are capable of producing about 100,000 pair. of boots/year. 

In any case, the direct labour requirement for the recommended capacity 
would be l,410 fforkers, having a shift coefficient of l.23 (appendix X). 
Overall production would be 2,550 pairs per worker per year or 8.5 pairs per 
worker per day (or 2,100 pairs per employee per year, if the approximately 300 
office personnel are included). This production figure is only slightly lower 
than figures for developed countries, although the high proportion of canvas 
shoes and other simple shoes must be considered. 

Because MSC was over-equipped, a n\l.Jllber of machines are available to 
transfer to other shoe manufacturing units in the United Republic of 
Tanzania. With a view to recOllllend production programmes, the machine park 
was studied with special care. Appendix Xl.l ahows the allocation of existing 
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equipment and reserved quantities. Comparing the needs with the availability, 
•?pendix XI.2 shows that there are 268 surplus machines valued at $784,303 
(calc~l:ted on their original f.o.b. pric~$). It ia strongly recommended that 
the import of equipaent be restrictec until this surplus has been transferred 
to other factories. Appendix XI.3 provides a list of machinery to be bought 
for Korogoro ($910,000). 

Technical management 

As pointed out in findings, the technical management structure of MSC 
needs improvement. Recoaaended organizational flow charts for the Production, 
Marketing and Maintenance Departments are attached as appendix XII. 

Market study 

It is recomaended that a market study be carried out to explore the best 
oppo~tunities for exporting footwear, components (especially laces, heels and 
soles) and shoe uppers to countries paying in hard currencies. The market 
research should include countries near·the United Republic of Tanzania (e.g., 
Burundi, Madagascar, Mozambique, Rwanda, Uganda, Zaire and Zambia), countries 
in the Near and Kiddle East (e.g., Jor~an, Kuwait, Libyan Arab Jamahiriya, 
Oman, Saudi Arabia, United Arab Emirates and Yemen) and also the European 
market. The best time for such an exercise would be when bulk production has 
been started up and a quality improvement can be seen in Korogoro (second 
phase of implementation). The study should provide the Tanzania Leather 
Associated Industries (TLAI) with relevant information regarding: 

Pri:es, quality standards, ranges required by particular 
markets 
Duties, taxation, tariff ard non-tariff barriers of the 
countries involved 
The competition, including samples and quotations from 
other suppliers 
Local trade and brand name regulations 
Co-o~eration possibilities with local manufacturers and 
traders 
Margins, commmissions, storing and advertising expenses, 
freight and insurance costs 

Since the United Republic of Tanzania bas fairly good economic relations 
with the Union of Soviet Socialist Republics, it is strongly recommended tnat 
its commercial section be approached and negotiations started on possible shoe 
exports to the Soviet Union. 

It is also recommended that special attention be paid to the possibility 
of packaging and finishing the exported shoes in order to cut freight and 
shipping coats. 

In order to implement the five-phase project aa recommended, TLAI, and 
consequently MSC, need outside assistance. The best solution would be to 
enter into a technical a11i1tance contract with a firm having long-time 
experience in running a shoe production unit of a similar size. Such a 
company would be able to provide expertise and personnel for training, 
starting up, market research and selling the products abroad. 
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Training 

It is r~c~nded ~h~t the folloving training be carried out; 

(a) Instructor training - experienced workers would be trained as 
instructors in the partner's factory (strictly in English). There should be 
two trainees in cutting, three in closing, two in lasting and making, one 
chemist and one maintenance engineer in polyurethane and polyvinyl 
chloride/thermoplastic rubber injection moulding. Duration: 10 to 16 weeks 
each; 

(b) Training of local workers by the above instructors, supervised by 
the expatriate instructors in Morogoro. Each training course, run by one 
instructor, would prepare 6 to 10 operators 8 to 15 weeks; 

(c) Starting up the first two tracks in each section of production, 
beaded by four expatriate production supervisor experts (at the same ti.me, the 
training of the next lot of operators should be continued); 

(d) Training on site by: expatriate experts in design and pattern 
cutters (who would organize the fashion system as well), the chief of 
preventive maintenance, supply officers and the production planning 
superintendent; 

(e) Training of the overall technical management on site. 

In addition to experts for training mentioned above, one expert would be 
needed to organize the export section of the Marketing Department and one to 
under~ake the technical preparation of production. In sU1111Ulry, the following 
experts are needed: 

1 team leader 
3 instructors 
1 designer 
1 maintenance expert 
1 chemical expert 
4 production supervisors 
l marketing expert 
1 purchasing expert 
1 technologist 
1 production controller 

T5 

(See also the bar chart.) 

Expert-months 

36 
30 
24 
18 
18 
72 
24 
18 
12 
30 

m 

The technical assistance contract may have an option for both parties 
concerned to enter gradually into a joint-venture or marketing contract, which 
would assist in increasing the efficiency of the co-operation. 
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Coats of implementin& the recomaendations 

The costs of all measures recOllllended by the teaa of experts would be: 

Additional equipment 
Repair and maintenance of 

the machines 
Repairs to the building 
Knc....,-how or trade-mark fees 
Additional training 
Technical assistance 
Market research, expanding product 

range 
Foot-measurement programae 
Other expenses 

Total 

Thousands of dollars 

980 

80 
250 
700 
400 

1 900 

150 
80 

260 

4 800 

These costs are estimated at 1982 world price levels or from similar 
activities with outside expertise. 
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The oroaranme completed 'by the 
expert team in Tanzania 

Annex 1. 

2nd Arrivel in Dar •~es -Salaam and finalising the working schedule. 
31'd Visit to TLAI and BORA, dicussion with Mr.F.Malata abaut the Tan­

zanian shoe industry. 
4th Discussion with Mr. Buit and Mr. Chambers concerning the local 

material availability and market researches carried out by the 
UNIDO team. 

Visit to the UNDP office. 

5th Travel_to Morogorc, discussion with Mr. B. Svensson ITL regarding 
the background and the history of the WB project. 

6th Visit to t~e Morogoro Shoe Company, survey of the plant, workshops 
and each manu:tacturing tmit. 

7th Discussion with the CTA concerning the efforts to be taken in or­
der to obtain the maximum possible information. 
Survey of the engineering and management contracts signed by TL\I 

and ITALMACCHINE. 
Sudying of the WB document, which initiated. the Morogoro Complex 
invest.ent. 

8th Intern.ew of the administrative, the marketing and the supply mana­
gers of the Company. , 
Meeting with the representatives of the factory s party organisati-
on and trade tmion. 

9th Interview of the production manager and the training officer of the 
factory. 
Selection of samples for the product-mix to be recommended and ela­
boration of their costing sheets. 

loth Interview of tee chief engineer, the chief accountant and selected 
stat! unde~going training in Italy or trained in-plant. 
Preparation of the optimum product-mix and cPlculation of the pro­
duction costs. 
Visit to the Morogoro Tannery. 

11th Survey ot the machines installed and/or stored in the factory. 
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12th Meeting with Mr. Tin from WB and discussion about the possible solu­
tiO!lS to the e~isting problems. 

13th Preparation of a recommendation focused on the export strategy to be 
implemented. 

14th Discussion with the CTA concerning the management structure and staff­
ing of the Company. 

15th Collecting further data in the factory. Computation of the working 
capital and the ~ort-subsidy required. 
Selection of equipment needed for the suggested production programme. 

16th Elaboration of a list of surplus equipment, wich may be moved to other 
footwear manufacturing units. 
Moving back to Dar-es-Salaam. 

17th Meeting with Mr. Tin :Crom WB and Mr.Berg from UNIDO and presentation 
of the main points to be recommended to the Goverment. 

18th Formu1at1on of the report:finalising the findigs. 
19th Visit to the :Hungarian .AJiibassy in Dar-es-Salaam. 

Formulation of the repert: collecting all the backst~ing and suppor­
ting economie calculations for the alternative solutions. 

2oth Discussion with Mr.Berg /UNIDO/ and the CTA about the formulation of 
the final reports and the fUture actions to be taken. 

2lat Finalising the reptrt /formulation and typing/. 
22nd ~isit to the UNDP office. 

Handing over draft of the report to the CTA and the ITL. 
Departure to lt.:....,gary via Frankfurt. 
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Annex 2. 

Persons contacted. in Tanzania 

The fellowing list consists only of the most important persons contacted 
by the Hungarian team of experts while staying in Tanzania. 

;Tom UNIDO 

nr.otto Klotzer - CTA of the project SI/ORT/82/8o2 
Mr. B. Svensson - ITL of the project DP/URT/78/olo 
Mr. s. Bu.it - leather industry export 
Mr. R. Chambers - marketing export 
Dr. F. Malata - shae machinery maintenance export 
!Jl'r. D. Russel - design export 
Mr. J. Berg - industrial development officer 

In the UNDP Off ice 
Mr. Henein - Senior Industrial Development Field Adviser of the UNIDO 
From WB 
Mr. Nguyen Trung Tin - Development officer 
In Tl.AI 

Mr. A. Ngamillo - Managing Director 
In the Morogoro Shoe Company 
Mr. s. Mwilima - Administrative Manager 
Mr. F. Rataihva - Marketing Manager 
Mr. E. Kasinini - Supply Manager , 
Mr. A. Ng ingo - Chief Engineer 
Mr. Banke - Acting Financ~ Planning Manager 
Mr. Kibona - Acting Production Manager 
'Mr .. s. Morotha - Training Officer 
In the Hungarian Ambassy, 
Mr. Szab6 - Ambassador 
Mr. T. Kenyeres- Representative of INTERAG in Tanzania 
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Leather prices in Tanzania. 
iExtract from a quotation of the Morogoro Taillleriesi 

unit: Tsh/sq.ft 

Article Thickness Grade II Non graded 

Plain upper 1.2-1.4 22.13 

1.4 - 1.6 22.25 
1.6 - 1.8 22.38 

1.7 - 1.9 22.50 
?rint upper 1.4 - 1.6 21.75 
Heavy printed upper 1.7 - 1.9 17.38 
Sport suede 2.0 - 2.2 22.25 
Suede splits 1.3 - 1.5 18.oo 
Sandal leather 2.0 - 2.2 22.50 
Anilin/semi aniline 1.4 - 1.6 23.63 
Clog leather 2.2 - 3.o ~?8. 75 
Calf garment 25.31 
Calf upper 25.31 
Lining splits l.o - 1.2 lo.oo 
Pigmented splits 16.50 
Goat/sheep upper 26.25 
Goat/sheep lining ~~o.oo 

Insole per.kg ?5.oo 

Remarks : 1. All prices inclusive 25 % of sales tax . 
2. Terms of payment: strictly cash 

! • 
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COSTING 
/"3:-=opegn cost components/ 

style : Moccasin /one pair/ 

Qty Unit 

Upper leether /goat/ 2.9 sq.ft 

Socl lining o.3 sq.ft 
Insole /leather beard/ o.o3 m2 

Stii'f ener /card board/ 1 pair 

Sole /leather/ + heel o.4o kg 

Topp ice o.lo kg 

Leather welt 1.3o m 
Auxiliary materials total 
Packagitlg /bag, box, carton/ total 

Labour 
Manufacturing expenses 
Depreciatioa 
Adm., finance, marketing 

Materials subtotal 
52 min 

Rate 
us f,/unit 

l.7o 
1.10 
3.00 
o.15 
3.7o 
l.oo 
o.23 

6.oo/hour 

Total production costs 
Profit margin 3 ~~ 

EX FACTORY PRICE US f> 
Freight to the wholesaler/retailer 

S~lling price 

Cost 

4.93 
o.33 
o.11 
o.15 
1.48 
o.lo 
o.3o 
o.48 
o.4o 

8.28 
5~20 

o.58 
o.42 
1.60 

16.oa 
o.48 

16.56 
o.28 

16.134 

l 
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Annex 4.2 

COSTnm-
,....._ ___ -- - __ .._ - -- -- __ ..__I 

I .::.ui·upt:c:au cuo:>" cuw,1:.1uLu::.u. i.03/ 

Style: 002 - Men safari boot /one pai.r/ 

Qty unit Rate Cost 
us $/unit 

Sprrt suede /2.o mm/ 2.60 sq.ft l.lo 2.86 
cow lining o.82 sq.ft l.oo o.82 
Sti.ff ener /textile base/ o.25 sq.ft o.35 o.o9 
Toe pu.ff /split leather/ o.15 sq,ft o.7c o.11 
crepe rubber sole /8 mm/ o.48 kg 2.20 1.06 
Bend sole leather /3 mm/ o.28 kg 3.7o l.o4 
Auxiliary materials total o.45 
Packaging /bag, box, carton/ total o.4o 

Materials subtotal 6.83 

Labour 32 min 6.oo/hour 3.20 
Mamif acturing expenses o.55 
Adm., finance, marketing exp. 1.60 

Total productions costs 12.58 
Profit margen 3 % o.38 

EY FACTORY PRICE us 'J 12.96 
Freight to wholesaler/retalier o.28 

Selling price us $ 13.24 
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COSTING 
/European cost components/ 

Style : 63oo9 - Conventional shoe I one pair I 

Qty Unit 1tate cost 
us $/unit 

Cow leather /printed/ 1.83 sq.ft l.4o 2.56 

cow lining 1.84 sq,ft 1.00 1.00 

Stiffener /leather board/ l pair o.15 o.15 

Toe-puff /thermo/ o.2o sq.ft o.32 o.o6 

Hard card board 0.072 kg o.65 o.o5 

Steel shank 1 pair o.o3 o.o3 

Insole /alfacell/ o.o5 m2 4.7o o.24 

Sole /leather o.4o kg 3.10 1.48 

Toppiece 9.10 kg l.oo o.lo 

Leather welt l.3o m o.23 o.3o 

Auxiliary materials to'ial o.48 

Packaging /bag, box, carton/ total o.4o 

Materials subtotal 7.69 

Labour 56 min 6.oo/hour s.60 

Manufacturing expenses o.58 

Depreciation o.42 

Adm., finance, marketing 1.60 

Total production costs 15.89 
Profit marg.!ne 3 ~~ o.48 

EX FACTORY PRICE us " 16.37 

Freight to the wholesaler /retalier o.28 

Selling price us $ 16.65 



Annex s.1 

CANVAS 
SHOES 
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~~ 
/Tanzanian cost components/ 

Style: canvas shoes /ladies - one pair/ 

Qty Unit 

Upper canvas o.14 m2 

Binding straps l.2o m 

Stilf ener /veg. split/ o.3o sq.ft 

Toe-puff /textile/ o.ol m2 

Insole /te~ile - split/ o.5o sq.ft 

PU compound o.3 kg 
Auxiliary materials i>Oisal 

Packaging total 

.Alh"'lex 5.1 

Rate 
Tsh/unit 

54.oo 
0.60 

11.25 
21.60 
17.oo 
44.oo 

Cost 

7.56 
o.72 + 

3,38 
o.22 
8.5o 

13.20 + 

'-l.4o + 

2.5o + 
------.--... ·---~--... .. --~-"-----------

Labour 
'!)epreciation 
Overheads 

Materials subtotal 

38 min 

Tmtal production costs 
Solling price 

+ Imported material consumption Tsh 37.82 
/65.6 %/ 

4.oo/hour 

57.48 

2.53 
4.81 

38.48 

lo3.3o 
185.co 

-1 
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J
I r'\ r"" U\J\Jli~G 

Annex 5.2 

SHOES 
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COSTmG 
/Tanzanian cost components/ 

Style:l34o6 - Jogging shoes /one pairi 

Qty Unit 

canvas 8.36 dm2 

Split suede /1.4 - 1.6/ o.76 sq,:tt 

Cow lining /o.7 mm/ o.43 sq.ft 

Sponge for socs /4 mm/ o.o4 m 

Stiffener /1.1 mm/ 1.5 dm2 

Toe puff /split/ o.15 sq.ft 

Insole /alfacell/ 3.72 dm2 

Sole /PU unit/ 1 pair 

Sock lining o.48 sq.ft 

Auxiliary materials total 

Packaging /bag, carton/ total 

Material subtotal 

Labour llo min 

Depreciation 
Overheads 

Total production costs 
~elling price 

+ Imported material consumpt"*on 

++ Tsh 2o.o8 is tor imported material 

Tsh 55.93 
/65.2 ~v 

.. '1..nnex 5 .2 

R.ate cost 
Tsh/tmit 

48.48/rn 2 4.o5 + 

16.50 12.54 
14.50 6.24 

59.30 2.37 + 

38.5o/m2 o.58 + 

12.95 o.65 
36.39/m2 1.35 

25.oo 25.oo 
13.20 6.34 

24.17 ++ 

2.5o + 

85.79 

4.oo/hour 7.33 
4.81 

38.48 

136.41 
330.00 
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CLOGS 
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CLOGS 
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COMSTillG 
/Tanzanian cost components/ 

Style: Clogs /ladies - one pair/ 

Qty Unit 

Upper leather o.65 sq.ft 
Lining /leather/ a.So sq.ft 
Wood.den sole 1 pair 
Toppiece 1 pair 
Outsole 1 pair 
Auxiliary materials total 
Packaging /bag, carten/ 

Materials subtotal 

Ari..nex 5.3 

R.ate Cost 
Tsh/t.mit 

23.50 15.28 
26.25 13.13 
15.oo 15.oo 
1.25 1.25 
3.90 3.90 + 

9.5o + 

2.5o + 

60.56-

Lebour 46 min 4.oo/hour 3.o7 
Depreciation 
Overheads 

Total production costs 
Selling price 

+ Imported material consumption Tsh 17.15 
/28.3 %/ 

4.81 

35.45 

103.89 
250.00 



- 36 -

----····#-iii"\ Annex.5.4 



- 87 -

COSTING 
/Tanzanian cost components/ 

Style: 002 - Men safari /one pair/ 

Qty Unit 

Sport suede /2.o mm/ 2.60 sq •. ft 

cow lining o.82 sq.ft 

St~f ener /textilebase/ o.25 sq.ft 

Toe - puff /split leather / o.15 sq.ft 

Crepe rubber sole /8 mm/ o.48 kg 

Bend sole /leather 3 mm/ o.28 kg 

Packaging /bag, carton/ total 

Auxiliery materials total 

~·1aterials subtot~l 

Labour 
Depreciation 
overheads 

64 min 

Armex 5.4 

Rate Cost 

22.oo 57.20 
19.00 15.58 

3.58 o.9o + 

16.oo 2.10 
30.00 14.40 + 

76.oo 21.28 
2.5o + 

21.11 + 

135.o7 

4.oo/hour 4.27 
4.81 

38.48 

Total productions costs 182.63 

Selling price 300.00 

+ Imported material consumption Tsh 38.91 
/28.8 %/ 
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Annex 5.5 

GENTS 
SANDALS 
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Annex 5.5 

LADIES/GIRLS 
SANDALS 
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COSTntG 
/Tanzanian cost components/ 

Style: Ladies/girls sandal /one pair/ 

Qty Unit Rate 
Tsh/unit 

Upper lwather /plain/ o.56 sq.ft 22.13 

Lining o.6o sq.ft 20.eo 

Sock lining o.4o sq.ft 20.00 

Insole /two layers/ o.o8 m2 26.ao 

Sole /PU unit I l pair 15.So 

Auxiliary materials total 

Packaging /bag, carton/ 

Materials subtotal 

Labour 56 min 4.oo/hour 

Depreciation 
overheads 

Total productions costs 

Sellillg price 

+ Imported material consumption Tsh 41.34 
/56.1 %'/> 

cost 

12.39 
12.oo 

a.oo 
2.14 + 

15.So + 

21.20 + 

2.5o + 

73.73 

3.73 
4.81 

38.48 

12o.75 

260.00 
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MOCCASINS 
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MOCCASINS 
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Annex 5.6 

COSTING 

/Tanzanian cos~ components/ 

Style: Moccasin /one pair/ 

Qty Unit 

Upper leather / goa·'\./ 2.9 sq.ft 

Sook lining o.3 sq.ft 

Insole /r-eg. leather/ o.24 kg 

Stiffener /leather board/o.15 sq.ft 

Sole + Heel /leather/ o.4f'J kg 

.Topp ice /neoli t/ o.16 sq.ft 

Leath9r •,·felt l.3o m 

Auxiliary materials total 

Packaging /bag, carton/ ~otal 

Materials subtotal 

Labour 

De-,r:1reviation 

Overhead 

94 min 

Total production costs 

Selling price 

+ Importated ma·terial consumption Tsh 24.lo 

/15.2 %/ 

Rate 
Tsh/unit 

26.25 

20.00 

68.oo 

3.58 

76.oo 

;.so 

4.6o 

4.oo/hour 

Cost 

76.13 

6.oo 

16.32 

o.54 + 

3o.4o 

o.56 + 

5.98 

2o.5o + 

2.5o + 

158.93 

6.26 

4.81 

4o.98 

2lo.98 

500.00 
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Annex 5.7 

LADIES 
FASHION 
SANDALS 
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COSTiliG 

/'?anzanian cost components/ 

Style: High fashion ladies sandale /one pair/ 

Upper leather /calf/goat/ 

Lining + sock 

Buckles/decoration 

Insole 

Cardboard /hard/ 

Steel shank 

outsole /leather/ 

Heel 

Toppieoe 

Auxiliary materials 

Packaging /bag, carton/ 

Labour 

Depreciation 

Overheads 

Qty Unit 

1.28 sq.ft 

l.2o sq.ft 

1 pair 

o.o5 m2 

0.20 sq.ft 

1 pair 

o.18 kg 

1 pair 

1 pair 

tot9l 

total 

Materials subtotal 

74 min 

Total production costs 

Selling price 

+ In..;>ort~d Ctaterial consumption Tsh 36.44 
/3 i.6 ;~/ 

Rate 
Tsh/tmit 

26.25 

26.25 

6.oo 

26.ao 

:..20 

o.96 

76.oo 

a.oo 

1.20 

4.oo/hour 

cost 

33.60 

31.50 

6.oo + 

1.34 + 

o.24 + 

o.96 + 

13.68 

8.oo + 

l.2o + 

16.20 + 

2.5o + 

115.22 

4.93 

4.81 

4o.98 

165.94 

480.00 
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Amex5.8 

GENTS 
CONVENTIONAL 
SHOES 
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COSTING 

/Tanzanian cost components/ 

Style: 63009 - Conventional shoes /one pair/ 

Qty 

Cow leather /printed/ 1.83 

Cow lining 1.84 

Sti.ffener /textile base/o.12 

Toe puff /thenno/ o.14 

Hard cardboard o.24 

Steal shank 1 

Insole /alfacell/ 0.60 

Sole /leather I o.4o 

Toppiect"' /nEoli t/ o • .,_6 

Leather welt l.3o 

Auxiliary materials 

Packaging /bag, carton/ 

Labour 

Depreciation 

OVeheads 

Mate?"ials 

135 

Unit 

sq.ft 

sq.ft 

sq.ft 

sq.ft 

· sq.ft 

pair 

sq.ft 

kg 

sq.ft 

m 

total 

total 

subtotal 

min 

Total production costs 

Selling price 

+ Impo1·tr;d materiel consumption Tsh 27.17 
/19.6 ;Sf 

Rate 
Tsh/w..i t 

22.oo 

19.oo 

).Bo 

3.44 

l.2o 

o.9o 

4.54 

76.oo 

3.50 

4.6o 

4.oo/hour 

cost 

40.26 

34.96 

o.4S + 

o.48 + 

o.29 + 

o.9o + 

2.72 + 

3o.4o 

o.56 + 

5.98 

19.26 + 

2.5o + 

138.77 

9.oo 

193.96 

460.00 . 



Unit:M Tsh 

Period 

Phase 
-

capacity utilisation 

:.1aterials /direct/• 
• Labour · 

Utilites 

Tooling 

Haintenance 

Transporting+ 

Factory overheads 

? .~.CTORY COSTS 

Adm. oveheads 

Sales costs 

Distribution costs 

OPEP.ATmG COSTS 

:?inancial costs i.+ 

Depreciation 

TC·TAL PRODUCTION COSTS 
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1 

17.5 

58.8 

o.6 

1.4 

2.3 

1.8 

4.5 

72.o 

8.o 

3.o 

2.9 

85.9 

1.9 

14 .. o 

lol.8 

s t 3 r t - u p 

2 

4o 

138.1 

6.3 

1.3 

3.1 

5.3 

lo.2 

3.o 

6.7 

187.1 

4.5 

14.o 

2o5.6 

3 

55 

2o4.2 

9.4 

1.8 

4.3 

7.3 

6.1 

14.1 

247.2 

li:> .. o 

3.o 

9.2 

269.4 

6.6 

14.o 

290.0 

+ Proportional to the implementation schedule 

++ Pt-oportional to the direct material costs 

. 
' ~:--rgeted 

4 

75 

1

297.o 

13.8 
I 

2.5 

5.8 

producti 
on 

5 

9o 

37c.7 

17.6 

3.o 

7.o 

10.0 12.o 

8.9 11.2 

19.2 23.o 

357.2 444.5 

lo.o lo.o 

3.o 3.o 

12.5 15.o 

382.7 472.5 

9 .. 6 l~.o 

14.o 14.o 

4o6.3 498.5 



Unit: M Tsh 

Account receivable 
Inventory 

- local raw materials 
.- imported materials 
- spare parts 

Work in progress 
- finished goods 
- cash in hand 

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

CURRENT ASSETS 

. Account payable 

~------------CURRENT I.ABILITIES 

WORKING CAPITAL 

Anr1ex 6.2 

WORKING CAPITAL flEOUIHEMENT 

Minimum Coeff. Start-up period days of of 
coverage turnover 1 I 2 I 3 I 4 

3o 12 7.3 16.o 23.a 32.7 

2o 10 l.G G.o 6.8 lo. L• 

180 2 13.6 30.2 40.5 5l•• 5 
270 1.3 3.8 3.8 3.8 3.8 

12 3o 
2 ·'· 

5.6 n.3 lJ.. ~) 

24 15 ~.3 11.8 17.1 2i •• 5 

15 2l• 1.2 2.2 2.9 3.9 

-------------------------------
3~.4 7'J.6 102 .L1- ll1-l. 7 

30 12 5.0 11.6 17.2 24.u 

----------- --------------------- 5.o -11.6 - 17.2 - 2l•.8 

30.1+ 64.0 85.2 116.9 

r.rargetcd capacity 

5 

4o.4 

13.6 
63.o 
5.5 

llL.8 

3o.2 
4.6 

----·-----
172.l 

27.8 .,_ _________ 
- 27.8 

lL•4 • 3 

..c 

'° 
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CASH BAI.AN~ SC!IEDULE 

cash L, hand reqirement: 15 days / coefficient of turnover = 24 / 

Unit: M Tsh 

. I ' ' 
s t art - up Targeted 

capacity 

1 2 3 4 5 

Production costs lol.5 2o5.6 290.0 4o6.3 498.5 

Raw materials 58.8 138.1 2o4.2 297.o 37o.7 

Utilites o.6 1.3 1.8 2.5 3.o 

Depreciation 14.o 14.o 14.u 14.o 14.o 

Reqired cash balance 28.1 52.2 7o.o 92.8 llo.8 
1.2 2.2 2.9 3.9 4.6 



Annex 7,1 

Phase: 1 

-' ' 

Local sale E x p o r t Imported Subsidy 
material required 

l.:oo pairs 

required. 

M TshM •ooo pairs MUS~ M Tsh MUS~ M Tsh 

Canvas 330 L•B ,84 - - - 0,749 -
Jogging 100 26.40 - - - 0.336 -
Clogs 70 ll•. 00 - - - 0.072 - ..... 

0 ..... 
Safari 200 48.oo - - - O,L•72 -

--
Totr.l 700 137 .21. - - - 1.629 -

Sales taxes: 27,45 M Tsh 

M At 80% of the planned prlce 



Phase~ 2 

Local sale E x p o r t 

'ooo pairs M Tsh •ooo pairs M US ~ 

Canvas 600 111.oo - -
Jogging 200 66.oo - . -
Clogs 180 45.oo - -
Safari 320 96.oo - -
Sandals 180 37.44* - -
Moccasins 120 48.ooH - -

TOTAL 1,600 4o3.44 - -
Seles taxes: 80.69 M Tsh 

H At 90 ~ of the planned price 

Anne~~ 7. 2 

Imported 
materials 

M Tsh MUS~ 

- 1.362 

- 0,672 

- o,185 

- 0.755 

- o.483 

- o.174 

- 3.631 

• 

Subsidy 
requirE!d 

M Tsh 

-
' -

-
-
-
----
- --

,_ 
0 
N 

I 



Annex 7.3. 

Phase: 3 

:Local sale Exoort 'd ~ 'd 
QJ ca b9. >. QJ 

·I-' '" 'C ~ ..c: 
S.. S.. '"' rJ> •ooo pairs M •rsi1 'ooo M US ~ M Tsh o OJ~ rJ> • e-.. 
Pd-> .0 c4 

pairs ~ i ~ ~ ~ ~ 

Canvas 740 136,9 10 0.026 o.255 l.7o3 i.:~3 

Jogging 160 52.8 60 o.208 2.o38 0.739 13.Bo 
Clogs 120 3o.o 80 o.215HH 2.107 o.206 13.B9 

Sai'ari 340 102.o 90 · o.758 7.428 l.lo5 14.17 
Sandals • 230 59.8 20 0.072 o.706 0.670 3.,.,5 

Moccasins 210 105.o 40 o.439 4.3o2 o.362 11.?o 

Conventional loo 41, 4.H - - - o.16.3 -

TCY!'AL 1, 900 527, 9 300 1. 718 16 .836 L~ .858 58.(~4 

Sales taxes: 105.58 M Tsh 
H At 90 % of the planned price 
HH Exported only to neighbouring countries 

..... 
0 w 



Annex 7.4. 

Phase 4 

' Local sale 
I 

Export [I) 'C r-1 'C 
Cl.I cu ~ >. Cl.I .µ •.-t 'Cg ~ 

M US ~ 
i,. S.. ~ ·.-t • Cl) 

'ooo pairs M Tsh 'ooo M Tsh 0 QJ ... ll) E- : 
Qi.µ .g g' :a: pairs ~~ ~ Cl) ~t 

Canvas 870 160.95 3o 0.077 0.755 2.157 ; .• 69 

Jogging 124 4o.92 96 o.332 3.254 0.739 22'..o9 
CiP.gS 70 17.5..:> 130 o.335 3.~83 o.206 2~~. 72 -Sa:fari 280 84.oo 170 1.433 14.ol~3 1.062 26.76 0 

.$)-

Sandals 276 71.76 74 o.266 2.607 o.938 l::!. 79 ' 
Moccasins 330 165.oo 120 1.317 12.907 o.653 4B.oo 
Fashion sandals 130 56.16* 2o 0 .12l~ 1.215 o.327 6.47 
Conventional 220 lol.2o 60 o.652 6.390 . o.456 l~) .69 

'l'UTAL 2,300 697.49 700 4,,'.536 41~.454 6.538 15B.21. 
Sales taxes: 139.5 M Tsh 
H At 90 % of theP,.ann~d price 



Phase 5 

Canvas 
Jogging 
Clogs 
Saf'ari 
Sandi:lls 
Moccasins 
Fashion sandals 
Conventional 

'l'O'fAL 

Local sale 

,ooo pajrs 

9lh 
124 

68 
234 
3o4 
250 
210 

296 

2, Li-oo 

Sales taxes: 147.64 M Tsh 

M Tsh 

169 ,CJ9 
4o.92 
17.00 
70.20 
?<J. o4 

12?.oo 

loo.Bo 
136.16 

73u.21 

1l 

,ooo pairs 

36 
96 
132 

216 
96 

300 
120 

2o4 

1,200 

Export 

M US ~ 

0.092 
o.332 
o. 3L•o 
1.821 
o. 3L•6 
3.292 
0. 7'•5 
2.218 

9.186 

A11nex 7.? 

M Tsh 

o.9o2 

3 .25'• 

3.332 
l? .OL•6 

3.391 
32.262 

7.201 
21. 7.:.56 

9o.oo4 

"d (I) 
QJ rl 
·P ca~ 
H ·.-t 
o H Cf) 
P. QJ ::.> 

.!:1 +> •·1 
~ H 

2.157 
o.739 
o.206 
1.062 
1.072 
o.798 
0.71;, 
o.f31~ 

7.'.:)Ge 

11 
'd 

~~ ~ 
•rl ·r-i (/J 
Ill ~ E-i 
,0 cT 
~ QJ ~ 

Cll H 

4.43 
25.34 
23.o7 
33.99 
16.58 
87. ?L• 

3B.8o 
5~·. 34 

20; •• 29 

-0 
I.II 

I 



flnnex a.1 

CAPACITY ALLOCATION 

Unit: Million pairs 

Uppermaking Lasting Soling 'l'OTAL 

. , r-i I >. 'd 
. . 

o'd ' I I I 
ro .p Cl> 

E.~ ~ 
Cl> Cl> 

s ori .p 2rc ~ r-i lll 

~ ori ro ro Cl) 'd .~ ~Mg 'CJ .p & r-i 'ba ~ Cl> :E Ul Cl) s::: Cl) r-i ta ~ 
r-i 

~ 6 
ro Cl> 

~ !i (.) «> ro :>.. (J ro 
(J ~ fa ~ (J a Cl> § ro ~ ~ 
0 b •ri 0 ~·rt il ~ •rt ~ ~ ~ 0 s! .p 0 (\) 

~ 
..µ ro u u ct: Cf.} Cf.} ~ :E: ~.µ . ' .:r.i &;' ,,.,.. 

··-
Canvas o.95 o.95 o.95 <>.95 

Jogging o.22 o.22 c.22 o.22 ,.... 
~ 

Clogs 0.20 o.2o 0.20 0.20 I 

Safari o.25 0.20 o.45 o.45 c>.45 

Sandals o.3o o.lo o.4o o.4o c>.4o 

Moccasins o.55 o.55 o.15 o.4o c>.55 

Fashion sandals o.33 o.33 o.33 f)e33 

Conventional o.3o 0.20 o.5o o.lo o.4o ''• 5o 

TOTAL o.95 o.55 1.27 o.83 o.5o 1.17 o.45 o.55 o.93 1.17 o.98 0.80 o.L•5 0.20 :J 



r I 

~[--~---------------~ z 
~ 

§,~----------~------, 

L Canvas cutting I 

Heel injection moulding 

~ 
~ 
c 

.Q 

§ 
~ 
.2' 

r=c1ogmakin9 670poirstiSH 
cClosing roan(re)troinng -, 

ran~~-] (nsole p~ . 

I 1000poics/Shift High fashion lady sand~ 

Cawntional shoes-, ~1__,.s~z~o-po~i~rs~Ars~h~it~t--~ ....1 

_'lll"T"'lll:--'""lr---,l""T'."'!"l~--Corwentional shoes--, I allOpoic;Zsbiff _. ~ 

I 750pni rS/sbift Safari boots ::J ~ 

I 750poirs/sbj!f Safari ~ ::J ~ 

I 920pnirs/iihift . MoCCOSIOS ::I ~ 

I 92Qpojcs/shjft Moccasins :J 
L 13LOooirs/shift ?andals _::J 

Solo 

-0 ...., 

Sole . 
inj.mould. Direct nection 

moulding injedion mould. 

~ti~lon 0 moulding 
of soles 

Top pieces 
injection moulding 

canvas upper making 

I 

Annex 8.2 
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TECHNif!AL CONDITIONS 

Series Tooling 

~ I "4 .µ >- >- I ~ 0 
:3 .µ .µ 

:3 "" ei-. 
SJ. CQ CQ .µ cu s: 

"" .µ CQ ......... 0 G> cu IQ 

:3 "" 
CQ ~ cu >- ct-4 CQ G> Ul 'O IQ 

• Oorl 

"" 0 ~ 0 G> >- +> :-4 G> m Q) .... =' m r-1 IQ :J r-4 
r-4 SJ. bO m S.. s:: "" >- m cu 00 
CD m SJ. CD m S:: Gi .µ r-1 e IQ 

~g S.. § S'P"I ,c Ul s:: 
GJ 0 9 .... ~ ~ 

~ 0 CQ "C Q) CD 
<• 0 z GJ CD z z z .. r-4S.. 

canvas 950 160 6 2 - 1 . 
Jogging 221J 55 4 2 - -
Clogs 200 25 8 3 - -
Safari 450 75 6 3 1 -
Sandals 400 2'! 15 5 1 1 

Moccasin 550 92 6 1 1 -
Fashion sandals 330 13 25 15 1 -
conventional 500 17 3o 2o 1 1 

TOTAL 3600 36 loo 51 5 3 
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COSTING 

/Tanzanian cost components/ 

Style: Moccasin upper /one pair/ 

Upper leather /goat/ 

Lining 

Auxiliary materials 

PackE-ging fbag,cartou/ 

Labour 

OVeheads 

Depreciation 

Freigt etc. 

Qty Unit 

2.9 sq.ft 

o.8 sq.ft 

total 

total 

Materials subtotal 

43 min 

Total production costs 

Possible price /CIF Europe/ 

Rate 
Tsh/unit 

26.25 

20.00 

4.oo/hour 

us </> 

+ ImportP.d material consumption: Tsh lo.l /9.9 %/ 
I 

Cost 

76.13 

16.oo 

8.3o + 

1.80 + 

102.23 

2.87 

22.50 

2.20 

4.3o 

134.lo 

6.Bo 

eqUivelent US $ o.61 I incl. 7o ~ duty 1 
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COSTillG 

/Tanzanian cost components/ 

Style:Hilitary/safety boot upper /one pair/ 

Upper leather /embossed/ 

Auxiliary materials 

Packaging 

Labour 

Jverheads 

Depreciation 

Fr-eight 

Qty Unit 

sq.ft 

total 

total 

Materials subtotal 

4o min 

Rate 
Tsh/unit 

17.38 

4.oo/hour 

Total production costs 

Annex 9.2 

Cost 

64.31 

8.lo + 

l.?o + 

74.11 

2.67 

21.lo 

2.20 

4.3o 

lo4.38 

Possible price /CIF Europe/ us <f, 4.2o 

+ Imported material consumption: Tsh 9.ao /13.2 ~/ 

equivalent to US $ o.59 /incl. 7o % duty/ 
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Labo~ reauirsent 

/ingluding form.en/ 

Production department Number of Number of 
shift workers 

cutting of leather and textile l 120 

3ottom cutting and prefabricat:i.on l 150 

Closing 1 5o5 

Lasting, making, finishing 1 325 

Sole and heel injection moulding 3 loo 

Last/wooden sole manufacturing 3 3o 

Lace/-i:hread manufacturing 3 3o 

naintenance/toolmaking 1 /3/ 7o 

Stores l /3/ 3o 

Garages 1 /2/ 2o 

TOTAL 1410 

Shift coeffici~nt: 1.23 



Annex 11.1. 

Distribution of Eroduction eguiEment 
1 • CLOSING ROOM 

I I t 

No Code Mach!..?le Ill I 
Cl) 

~ Ul •r-lrl Wl QJ 
tO Ill •r-l ~ ....... +>co ~ ~ t 0 

II) .~ •r-l r-1 Ill o ro J..:l~ g •r-l ~ 

~ II) S-i ro co •r-l 'd QJO +> QJ ~ bl) bO co 'E (.) .Q ~ ~ Ill Ill 
~ t.o 0 'H 0 !.') co E-1 

~ 
QJ Jl1 ro 0 r-1 ro co ~ 12 Ul 0 rr. 

{) lo-:> {) Cl) Cl) {) 

Capacity, pair/Sh 3,500 820 750 1,700 1,500 2,oo 1,200 1,800 13,270 

1. Nl Stitch marking 2 1 - 2 2 2 2 2 13 13 
') C4 Skiving 1 2 2 l. ,. 8 

,. 6 33 32 '-. :.> :.:> 

3. El2,El Flat/single sewing '•o ') l1 8 lf.3 21 10 10 1 ?.Ii 9CJ .... - - ~ ,..., 
!+. E3 Post sewing - 3 - 10 5 8 5 6 37 35 ,_ Q4 Edge folding - - 2 - - - 5 6 13 21 3 +5 
r Q5,Q6, t). 

Q21 Eye letting Lt 1 - 2 - - - 3 10 111 

7~ X4 Lacing 3 1 - 2 - - - 2 0 0 

8. G2 Edge trimming - 1 1 - 3 - 2 2 9 12 

9. El0,E33 Fancy seam se\'ling - 12 1 - - - - '• 17 ll1 



No Code Machine 

Capacity, pairs/8h 

lo E2 

11 S6 
12 B7 
13 E7 
ll• E2q, E30 
15 El4 
16 El3 
17 
18 

19 

E30 

025 
El5 

TOTAL 

Zigzag 
Backseam taping 
Bar pwiching 
Binding 
Moccasin sev1ing 
Bartacker 
Twin sewing/spec/ 
Interlining press 
Toe-puff attaching 

Rep a ire s e'" ine 

/Continued/ 

-----,----,~--~,---- --,--~,--~-1----~ ' 1 

s:: r-i 0 s::: QJ ., 
Wl !I.I ·r-1 s:: m ·r-1 ·rl > o 

!I.I S:: •rl r-i Ill o re ·P t-1 ·P ~. S:: 
m ·r-1 11.1 s.. ro ro ·.; s:: ~ c:i: U> w cu > Wl Wl ro re o .c: ro w E-i ·rl en r-l s:: bD 0 'H s:: 0 llllll > 0 x Q) co 
ro o r-l ro ro g .ro i:: E-i r 4 r.t.: i:rl 
o '"? u Ul rl) :<:. IL! o 

3,500 820 

12 

5 
2 

1 

70 

2 

1 

1 

30 

Ll 

750 1,700 1,500 2,ooo 1,200 l,800 13,270 

1 

2 

1 

11 31 

2 

2 

37 

4 

2 

2 

10 

30 

1 

88 

2 

2 

l 1 

1 1 

43 '~3 

7 
2 

6 
2?. 

30 

5 

7 
L• 

1 

5 

353 

l~i 

2o 
2 

l~I:) 

33 
0 

31 

'• 
12 

10 

/f2i1 

3 
3 

f3 

9 

26 

+5 
.1~·~ 

• l~) 

.... 15 

~5 

+60 

--w 



Annex 11.1. /continued/ 

2. I.ASTING, MAKING, SHOE ROOM /without canvas and direct soling/ 

~ 
0 ......... .~ U) l.O Cl> 

No Code Machine 'd •r-i Ul i:: rl I rl r1 Cl> 0 .c: ~ rl U) o ro I:: ro ·r-i e s::: 
Ii'} o ro ro ro :a-a <LI i:: .....:1 +' ro 
bD +' 'H 'g 0 > 0 <I! U) Cl> rl 
0 •ri ro 0 U> ro ~ •r-i E-i & Cl) ro 
rl +' Cl) (I] 0 &! U) 0 +> 0 Cl> rQ u Cl) ......... Cl) :;:: CJ E-i er: 

--
capacity, pairs/ah 750 1,700 1,500 2,ooo 1,200 1,800 8, (.J5o 

1 H2,H26 Insole attaching - ') 2 1 1 2 8 - - -9 ... 
2 H22 Backpart moulding - - - - - 2 2 7 2 ;-3 

3 H24 Backpart 
moulding/sp/ ? 2 1 -1 

..... - - - - - - ..... ..... 
~ 

4 Rl Conditioning - - - '• - - '• 16 4 t-8 

5 R3 Moccasin forming - - - 2 -· - 2 8 2 +t• 
6 Il,I6 

Jl Upper rcuGhing - - - - 1 ?. 3 lo 2 +5 
7 Rl Toe-puff activating - - - - 2 4 6 g 2 
8 H9 Pulling over/lasting- - - - - '• l~ '• 
9 H7 Pulling over/las-

tint; /sp/ - 4 - - - - 2 2 
10 Hll Moccasin lasting - - - B - - 8 8 

11 L8 Side lastin~ - - - 2 - 3 ~-::> 6 1 
12 Sl Ccntour pounding - 8 - - - - f3 ir; 2 +6 
13 L5 Running staplinCT - l. - - - . - '• '• 
14 H20 Upper trimming - 2 - - - - ') 2 ..... 
15 E23 Sole stitching - 4 - - - - '• 2 1 -3 



/continued/ 

' I ' I i I A I 
§ ro 

(/) (/) ~ 
() i:: .-I 0 LO 
'd'- tll ·r-l s:: ro ·r-l s:: Q) Cl.I 

•r ! rl tll 0 'd .µ .... 
~ 0 

No Code Machine ..c:: .'-i ro ro •r-l s:: s:: .-.:i . ..., s:: 
(/) o ro 'd 0 ..c: ro Q) 

~ 
ti) Q) CIJ 

till .µ 'H s:: 0 fJl Ill ~ ·r-1 fJl rl 
0 ·r-t ro ro 0 &! 0 >' Q) 10 
.-I .µ ti) Cl) ~ 0 E-i ~ ~ fr) 
u Cl)' u 

Capacity, pair~/8 740 1,700 1,500 l,ooo 1,200 l,t.300 8, ~)')o 
- --

16 M2 Sole/heel trimming - 4 - - - - 4 l. 

17 Hl6 Heel-seat lasting - - - 2 - 2 4 8 2 i-2 
18 H2 Side stapling 2 - - - - - 2 2 

19 R8 Heat setting - 2 - 2 - 2 6 8 - +2 
2o SB Po\ll'lding - - - 2 - 2 l. L• 

21 S4 Heel-seat forming - - - 2 ·- 2 l. 8 l 4-3 I 

22 L4 Strap mailing - - 1 - 1 - 2 8 l +5 I'-' 
I'-' 

23 !4 Roughing - - 2 4 2 '• 10 v. - UI 

+4 I 

24 Dl8 Adhesive applying - 4 2 h 2 L• 16 16 
25 Rl2 Sheck activator - l. 2 4 2 I+ 16 10 - -6 
26 F2 S0le laying - 2 2 2 l 2 9 a l 

27 G3 Lining trimming - - 4 - - - l. 4 
23 X6 Last pull - 2 - 2 - 2 6 6 
29 X8 Channel opening - - - 2 - - ') n 1 +5 '-

3o E34 McKay stitching - - - L• ~ - '• 8 2 +2 
31 X7 Channel closing - - - 2 - - 2 A - +6 
32 J14 Sole polishing - - - 2 1 2 1-

_) 12 1 +6 
33 Fl2 Sole edge ironing - - - 2 - ') 

'- L• n 1 +3 



\ \ ~ \ , , I 
Lcont.lnuedL 

' ' I I 
0 tJ) 
"d ......... Ul Ill s:: QJ QJ 

•ri Ul .~ ~ ...... I ,; ·r-l t 0 

No Code Machine ~H ...... 0 C1J s~ ....:I .µ s::: Ul 0 C1J C1J Ul ~'g g Ul QJ C1J bD .µ lt-i 'E C1J >O 
~ 

Ill ...... 
0 •r-l C1J 0 Ul C1J ~·r-l QJ &! ...... .µ Ul C1J 0 &! Ill o.µ 8 ~ 0 CJl ......... CJl 0 0 

capacity, pairs/ah 750 l,?oo 1,500 2,ooo 1,200 1,800 8,950 

34 !4 Heel polishing - - - 2 - 2 4 l. 

35 K2 Heel screwing - - - - 1 - 1 6 l +- Lf. 

36 K4 Heel nailing - - - 2 1 2 5 0 1 +2 

37 D9 Sock lining - 2 1 2 l 2 8 lo 2 

38 Rll Quarter ironing - - - 2 - 2 L~ !) l +3 
39 Rl4 Hot air blower - - - 2 1 2 5 8 1 +2 ..... ..... 
4o AA6 Finishing 1 

,, 
1 2 6 3o l +23 "' - - t:.. 

41 P9 Exhauster - - 1 2 l.' 2 6 18 1 +11 ... 
42 Boxmaking - - - 2 1 2 5 - 1 -6 
43 N6 Box marking - - - 2 1 2 5 8 1 +2 

44 N3 .Liaing scourir,g - - ·2 - 1 2 5 6 1 
45 Carton strapping - - - l - ""! l - - +l -

TOTAL 2 46 2o 72 22 65 21'7 34L~ 38 ~·101 
•• 26 



/mnex 11. ~ 

LIST OF SURPLUS EOUIPMEN'l' 

No Italmacchine Item Manuf actuer Quantity Unit Tot1-Jl 
code pcs price valw~ 

us $ us ~~ -
l~ B 8 Perf oreting machine 5 849 424~> 

?. B 13 Hidraulic trolley press Allevi NPO 16ox4o 6 6090 3654<> 

3. B 18 Multiple perforatin~ machine 2 29o3 5806 

4. C 2o Leather upper splitting machine 3 Li931 1479~5 

5. c 21 Grooving and channeling machine Franco Torti 3 2652 7956 

6. c 38 Heavy duty skiving machine Ellegi 2 1188 2376 
...... ...... ...., 

7. C 4o Leather sole skiving machine Ellegi GL 12 F 2 1188 2376 

8. D 5 Cementing machine Sagitta RP 66 lo 850 8500 

9. E 2 Zig-%ag sewing machine Bernina 5 1072 ,360 

lo. E 7 Arm sewing machine Adler 69 - 72 E 15 1800 27000 

11. E 13 Flat bed twin needle sewing machine Adler 167-203 15 2880 43?.oo 
SNH 1/2.5 

l?. E 9 Coloum post bed sewing machine Adler 68-2025/2.5 2o 27ol 54o2o 

13. E 34 Blake sewing mAchine Felan 59 2 6845 13691:> 

ll•. E 15 Repairing sewing machin~ Sin{!er 5 871 435~; 

15. F 12 Edge setting machine 3 620 1861:> 

:1 



16. F 2o Pneumatic toplift Applying machine 2 1652 33o4 
17. G 1 Edge sole trimming machine Colli 6 11,99 7194 
18. H 16 Heel seat lasting machine Brustia 2 11251 22502 

19. H 22 Two stations schaping machine Zeus 3 2933 8799 
2o. I 1 Loose upper roughing machJ.ne 2 1039 2o78 

21. J 1 Roughing machine Garfas M 53 3 3395 10185 

22. I 2 Special finishing device machine 24 948 22752 

23. I 5 Disk buffing machine 4 1052 l•2o8 

24. J 4 Belt scouring machine 8 1419 11352 

25. J 14 Sole and heels shining machine Lux or 6 7470 44820 

26. K 2 Screw inserting machine Brus ti a 4 3637 14548 

21. K 4 Heel nailing machine Brustia 2 6728 13456 
... ... 
00 

28. L 4 Side nailing machine 5 3o43 15215 

29. L 8 Side lasting machine Omav 2 3651 73o2 

3o. N 4 Upper and lining numbering machine 8 1423 11384 

31. N 6 Mechanical box marking machine 2 1423 2846 

32. N 12 High frfCluency embassing machine Sagitta PC 25 1 54691 54691 

33. P9 Spray cabinet 
' 

8 455 3640 

34. R 8 Rotary drier machine 2 9545 19o9o -

35. R 11 Upper shaping machine ITM 3 2235 67o5 

_J 



36. R 3 Moccasin ironing m~chine 4 3318 13272 

37. s 1 Lining paunding up machine 6 1895 1137c· 

38. s 6 Pneumatic seam and heel schaping press me. 15 7660 l.149oc• 

39. v 8 Heel tridimensional copying machine l 14372 14372 

4o. Q 4 Automatic eyeletting machine Ellegi GL 15 R 5 1763 8815 

41. Q 12 Welt applying machine 2 3212 6424 

42. x 8 Grooving machine 5 20G looc• 

43. x 7 Groove closing machine 6 312 187~'. 

44. 51 Measwing machine /~ootage/ 2 33637 67274 

45. s 4 Heel seat pounding 3 4932 14796 

46. AA 6 Hand held finishing iron 22 410+ 9o2eo 

47. R 14 Hot air blower Elektronika 2 1520+ 3o4c• ... ... 
BC 128 S '° 

TOTAL Pcs 268 us ~ 78430~· 

+ Estimated prices 

• 

_J 
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Annex 11.3 

List of equioment to be bought for the Moro£Oro 

Shoe Cormany 

No. Code Item 

A. ~hoe Manufacturing raachiner;. 

1. Leather waiving equipment /Kft.JJIC/ 

2. H 24 Counter moulding machine 

3. H 7 Pulling over and lasting machine 

4. E 23 Sole sticking machine 

5. F 2 Sole laying press 

6. R 12 Shook activator 

7. Box stapling machine 

a. carton making machine 

Qty 

4 

1 

2 

3 

2 

6 

6 

1 

Unit price Value 
us $ us $ 

5347 

9328 

8641 

3755 

1328 

2000 

3500 

70000 ++ 

5347 

18656 

25923 

7510 

7968 

12000 + 

3500 + 

--..-.-----------------------------------~-----~---------~------~-

B. 

c. 
D. 

F. 

Subtotal 21 

Last manufacturing special machines 

cutti?lg die making equipment 

Maintenance equipment 

Additional lasts, injection moulds 

COOIJ!lunication, office equipment 

TOTAL 

Freight, in3tallation etc /21 ;t,/ 

TOTAL INVESTMENT 

+ Based on estimated prices 

++ Including training on site 

us $ 

15o9o4 

150000 + 

20000 + 

230000 + 

180000 + 

80000 + 

8lo9o4 

169096 

980000 
• 
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SUPER INTENDANT 
SUPERVISOR I n~I FORMAN '""'. ,. •-. I MANAGER 
t1"00Uct1on pornng o-

?i~ 
p~ , 

z 
I 

Grading I 
1 

Pattemmaking -f I Sam~~ 
m n I ma m :c 

Qsting and time z I 
stanoards § +-----, 

~ Techno~. I I 
e ion I 

I I 
0 J I 

n-plant ~ality (") c I 
control ~"{::. I 

:o~ 
Laboratory p 

0 
tD 

. 1 forman Canvas and textile 
-0 \) c :0 n -"< 0 

~ 3 
0 

3 famen Upper leather -i c 
z 0 ~ :J 
Q 0 0 3r-J \0 z - Ct> 

lnsol~iffe ~ O' Botton materials ~ 

ner \' 
Leather Leather, rubber, 3:C> 

)>0 leather board z~ ccg 
Lace ~z 

manufacturin §~ Soles Wooden :o-i 
~ com onents z 

Lasts q 
ti) -4 formen canvas uppers 
0 
1 

(") .;.. 

I Moccasin uppers 
6 

~ 2 famen Vl z 
Cl 

5 formen Shoeltandaluppers 3 
ti) 
x 

4 formen Cemented 
r -

~~ 
~ 

f""" -
PUR i StitchdowrvtnQcca- l>Z 

Sir) ZSCl aRo PVC 

Heel 



FORMAN 

Carpentry works -
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.SU?EFMSOR 

PreYentive 
maintenance Po-

Investment 
control 

Energetics 

-
-

Spare parts _ 
sto&: 

SUPER 
INTENDANT 

-

MANAGER 

li4i--~---- --, 

Q 

I 
I 
I 
I 
I 
I 
I 

< !4--··-----1 F 
Building works s.--1.........., Plant -.__ _____ _,• maintenance 

Electrical works ~ 

Mechanics n 
1 ~Garages 

Cutting and 
component man. 

Sewing 
machines 

Lasting;making 
machines 

Moulaing machines --

Cutting die and 
toolmokina 

..___ 

Mechanical 
maintenanc~ -

Electric ..___ 
maintenance 

Machine tools 
workshoo 

...._ 

~ x-
en 
"3' 

-8 

-
- ~ 0 

:::0 

" V> 

m 
0 
~ 

-~ z 
-f 

-

I 
I 
I 
I 

~--~--.I 

-

I 

l 

)> 
~ 
~ 
tD x -!'-> 
"-> 
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SUPER-

SUPERVlSOR INTENDANT 

FashU1 inform. 

Rcnge building 

Final quality 
ins tion 

Maket research 

Advertising, 
promotion 

Agencies 

Contracting 

Slipping. 
forwardin 

Packaging - ~Distribution (stock) 

Sales accounting 

:::0 
)> 

a 
m 
CD c 
F 
0 z 
G'> 

0 

~ 
- r z­
Ul -t 
""O -< 

~ 
0 z 

MANAGER 

_,_, _____ , 
I 
I 
I 
I 
I 
I 
I -------,-

I - __ , 

("\ 

;a -0 ..., 
"< 

·~ __ _J 

I 

~ 
)> 
:0 
A 
m 
-t 
z 
(;) 

l 
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