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CHAPTER I

U NID O
PROJECT IN THE TNITED REPUBLIC OF TANZANIA

JOB DESCRIPTION
DP/URT/78/010/11~06/314 74D

Post title: Expert in the Marketing of Leather
- - end Leather Products,

Purpose of the projects

To improve the capabilities of the Tanzania Leather Associlated
Industries Corporation (TLAI) to cope with responsibilities
entrusted to it to further develope and strengthen the leather
and leather products sector of the econamy, It will aim at

the best possible utilisation of the valuable raw materials,
hides and skins which are available in gbundance in the country,

Duties: The expert will be attached to the Tanzania Leuther
Associated Industries Corporation and, under the supervision

of the Internztional Team Leader, will specifically be expected
tot=

1e¢ Give advice and assistance in the establismment of 2
wall-functioning, marketing department inside TLAI and
crganise effective reporting and control system between
the respective industries and the marketing department of
TL.I,

2, Assist in establishing appropriste product mixes
for the different production units, taking into
account market demands and raw stock limitations,

3v Give advice on all aspects of marketing related
to semi processed and finished leather, footwear, and
leather products,

A




4,

5.

Provide appropriate training to the counterparts
and others directly involved in expcrt marketing,

Conduct a market turvey of selected markets
including vAe2#® +to main custamers and potential
buyers to assess marke: reactions to the rroducts
manufactured and investigate market acceptability of
new products,

The expert will also be expected to prepare a final report,
setting out the findings of the mission and recammendations
to the Govermment on further action which might be taken,

Background information: The livestock population in khe

country is estimated at 10-13 million cattle, 3 million sheep,
and 4,5 million goats, The €stimated amual production of hides
end skins is approximately 1 million cattle hides, 0,75
million sheepskins and 1.5 million Goatskins,

For various reasons, the actual collections have been less,
and a considerable portion of the raw stock has also b=en
exported, The combined Processing capecities of the tanneriec
in the country are wore or less equal to the estimoted
availability., To ensure an adequate supply to the industry,
the Govermment has, therefore, decided to ban all exports

of raw hides and skins,

The public sector tanneries and shoe factory produce the
largest amount of leather and leather products in the country,
Apart from tLe hides and skins colleoting campany, three

large tanneries and a gizeable shoe factory also belong to

the recently established Tanzania Leather Associated Industries
Corporation, Purther shoe and leather goods Producing units

are also under implementation.

000/3




The liorogoro and Mwanza factories were established fairly
recently, and the production from them, until now, has
been very small, Thus, in 1978, production at the three
vamneries was using only 35% of the tobal aveilable
capaclty, mainly producing semi-tanned products, wet blue

and crust lecthoe. The shoe factory was operating at
approximetely 407 of available capacity, producing same
one million pairs of leather shoes; produciion alsc
includes much larger proportions of plastic rubber

and canvas shoes,

In the last few years, the Corporation is expected to
develope the Ieather Industry sector in the country in
such a way, that all locally available raw hides and skins
are processed, as far as possible through the different
processing stages up to finished leether products,
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Tanzania Tanneries
Morogore Tanneries
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CHAPTER ITI

SUIML.RY

A centralised marketing department has been
estoblished a2t Tanzania Leather dssociated Industries
(TL.I) Headgquarters and is staffed with eufficient
personnel to be able tQ conduct the following
activities:

a) To solicit business on behalf of the tamneries

b) To monitor viability of prospective business
and custamers,

¢) To inform the temmerics weekly of World Market
price trends,

d) To inform the tanneries speedily of all acceptable
business inquiries.

e) To liase with and inforn oustomers speedily and

accurately on all business queries,

f) To orzanise any marketing trips, study tours and
trade exhibitions,

g) To render all possible assistance to the tanneries

on export shipping.

h) To speedily submit all Govermmental or Institutional
guestionaires or statietical requirements.

i) Based on informmation supplied by the tanneries 40
plan future marketing strategies with due considera-
tion to product nix,

4) Through tannery visits to keep informed on all
production difficulties,

k) To monitor ond investigute all disputes between
customers and the tonneries and rectification of

said disputes,

1) To criticelly analyse all reporting egystens from
the tanneries and act accordingly,

The centralised marketing department is not however
equipped or staffed to conduct the aforementioned

activities for the footwear or leathsrgoods seotorss




In order to establish a uniform appreciation of the

broad concepis of narketing it was necessary to
produce a critique (imnex I) for senior nancgement
and merketing personnel so that the efforts to
esteblish a well functioning morketing department at
TL.I Headquarters could be administered in a
professional ard efficient manner. In order to
enable the nmarketing department to be in a position
to nonitor the production possibilities a reporting
systen was designed (innex II) based on paperwork
systems already in cpsratior in the tamneries, The
infornotion . system was deemed necessary to allow
the marketing department to monitor export packing
and be in a position to accurately complete
Governmenial and Institutional questionaires and

statistical requirements,

However due to bad communications with the tameries
together with non completion of the weekly activity
reports with the exccption of Morogoro Tanneries

it is inecreasingly difficult for the central markecting
departnent to plan any future marketing strategy
which would be meaningfull in view of the present
econoric climate both in the leather and leather
products sector and in the country as a whole,

Vith the inadequate supply c¢f raw hides and skins
further exacerboting the problems of planned
marketing it has become increasingly difficult to
supply existing established custamers and

impossible to solicit business with new but reliable
clients,

The establislment of a balanced product mix is alsc
hampered by shortages of vital tanning chenicals
egainst excess stocks of unnecessary chemicals, but
where possible the centralised narketing departuent
#8 making every cfiort to help the production wrdits

taldng all possible extehuating circumstarces into
consicderation when discussing any business inguiry,




Tannery Product Iixes are described in detail in
the momual produced by !Mr, P,B. Buit UNIDO Lezther
Nenufacturing Expert GRT/78/010,

4t this time the TL.I centraliseg parketing depariment
is dealing with dependable cusiomers in the U.X, Itely,
Holland, Spain ang North .frica together with Bulgaria under
the existin: Baorter Protocol, this Bulgarian businescs
#will be continued if several unaccepuable contract

and letter of eredit inpositicne can be overcame,
Whilst 1t is imposeible to s0lirit new business at

this time it is in this experts Opinion the right
Doment to consoligate our business transactions with
‘hese existing customers because there is no qout¢
that TL.J -an sell all the wet blue chrame tanned
Hides, Sides, Goat ana Sheep sidns, and crust

Daterial the three tamneries can produce, Owing tc
lack of funds no narket curvey of selected narkets
have been mode by either the expert or his counterpart,
It was however Possible to conduct degk research the
Tesults of this research arc detailed in the 'findings!
coaponent of this report,

The Project has been 'nable to obtain an, fellowship
training for Marketing counternart during 1982y even
though it tried vigorously to obte'n a place on
FRODEC/I19C/EC./KET.. Course on Trade Pronotion and
Export Marketing Research whiah was unfortunately
Over subscribed, but there will be assistance and
ireining given by the International Trade Centre
during 1983,

A1l attentps to provide export Larketing assistance
in the Footwear and Leather goods sectors have been
unsuccessful owing to lack of production and export
orientatcad product ranges,




The price structures in both these sectors will make
even exporting to neighbouring countries exceptionally
unlikely, Work was conducted through sanpling and
obtaining pricing intelligerce of the possibility of

exporting closed uppers both ledies and mens mooocsin
and industrial shoe and boot uppers. The samples were
produced by Morogoro Shoe Company anu where well
received in Finland and the U.K. but when production
could not be guaranteed it was felt better not

to start a marketing thrust which could not be sustained,
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FINDINGS

When considering the rcle centralised

narketinz should plzay it should be noted that
“his department can only operate in an

efficient nammer if it has the full co-operstion
of the production unitse. This co-operation kas

not been forthcoming in certain areas namely
lenzania Tonneries and Mwanza Tanneries and

by their lacl of response to requests for information
and in the case of Tanzania Tanneries e deliberate

policy of non —~ acceptance of centralised marketing,

together with a lack of control over their export
business there is no doubt that this lack of
co—operation can cost nct only the Campany but
the United Republic of Tanzania a great deal of
much needed foreizn exchanges. There is muoh -
evicence of this lack of response on the
narketing files et TL.I Headquarters together
with evidence in the Internctional Team Leader's
project files too mumerocus to elaborate in this
report suffice to say the evidence exists,

The Corporation's export drive is severely
hampered by shortages of raw stock and

inported chemical inputs and in nore recent
weeks a total lack of packing polythene for

wet blue cxports, Whilst raw stock, both hides
and skins continue to be exported there seemns no
end tc the problem fzeing the tanneries in

thelr efforts to export send processed and
eventually finished leather to earn the value
added for these uaterials ( See annex III

for price cauparisons),
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Froo desk research carried out in 1982

investigating markcis for both the leather and
leather prclucts sector it becanme clear that
throughout the sesctor there were several product
linitations:

In the leather sector the finished nmaterizl has not
yet achieved 2 quality standard when produced in bulk

thet is ecceptsble in the world narket.

The sizes of skins produced are not large enough for

end use in the clothing industry.

The sizes of hides produced are not large enouzh for

end use in the upholstery industry.

The leather sector!s established customers fully
appreciate and accept what is meant by Tanzania
Standerd semi ~processed leather, when purchasing

the tanneries selection,

The quality and finish of the leathergoods is not
sufficiently high for a sophisticated market, but is
suitable for export to neighbouring countries.

The prices and gual.ity standards of footwear produced
for export together with the range produced are
certainly not suiteble for o sophisticated market even
at the bottom end of the quality scale and the price
structure would cppear to rule out even export to

neighbouring countriese.

The tanneries are still soliciting business
unilaterelly without due consultotionwith the
centralised marketing department at T.Leil.Ie
Headquarter. which undermines the efficicney of
that department,
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48 yet no advertising or adequate rpromotional brochure

exists for the TL.I group of companies. The work of
producing just such a brochure with E.E.C assistance has
been delayed owing to difficulties with artwork
produced locally. The zroject URT/78/010 has redone the
artvork anl provided the copye

Yhen trade fairs and exhibitions are considered
inportant enough for participation by the Board of
External Mrade there is sometines a delay in informing
TL.I that participation is epproved. This unfortunate
lapse in coaounication has sonetimes prevented TLil
fron attending these exhibitions because too little
tioe is available $0 make approprinte samples and

arrangenentse

Insufficient credence is being given by the partiment
authorities to providing funds for marketing trips and
study tours tc enablc TL.I nmarketing staff to clicit
narket intellizence and ottend to outstanding disputes.
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RECOMMENDATIONS

In this experts opinion the Government of the The United
Republic of Tanzania should sericusly consider banning the
exportetion of all raw hides and skins as soon as is possible,
This will ensure that the leather sector will receive increased
supplies and go a long wey to helping this sector satisfy the
proven export market demand for wet blue and crust materials,
Thus TLAI will be in & position to earn the value added foreign
exchange the country so badly needs, and make iis corporate
contribution to the National Economic Survival Plan (NESP), To
emphasise this very important recommendation the expert would
point out that the three tanneries had a shortfall dwring
January Jyne 1982 of 254715 pieces of raw hides and skins which
prevented them from fulfilling firm export contracts valued at
T. Shse 9,367,923/,

Every effort should be made to encourage and finance marketing
trips and study tours not just to visit established leather

sector customers, but to determine what are the sales possibilities
for the footwear and leather goods sectors, The visits should be
used to verify what qualify and price areas should - targeted for
the level of merchandise the sector in Tanzania is capable of
producing,

The production ofecclour promotional brochure should be expedited
in conjunction with the EEC, Artwork and copy have been prepared
by Project URT/78/010 end TLAI marketing persomnel should liaze

with the EEC Office in Dar es Sglaam to organise the printing, .

TLAI Headquarters management should ensure that the subsidiary
companies comply with the mein board of directors decision that
marketing activities are centralised and complete their individuel
reports on time and in the correct manner,
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It is reccimended that the Govermment of the United Republic

of Tanzania should seriously consider & form of subsidy for

export products from the leather and leather products sector.

The production umits of TLAI are currently seriously disaavantaged
when competing in the world morket because of expensive imported
components and chemicals, It is the experts opinion that there
should be on incentive to encourage the maximisation of the sector

export potential,

The expert is of the opinion that the Banking Institutions should
implement +the previously discussed "revolving fund" whereby the
exports of the leather and leather products sector should be directly
related to the allocation of funds for imported matericls, which

would act as an additional incentive for the sector to export.

The expert would suggest that a complete range of samples of all
potential export products from the leather and leather products
sector be collected and displayed et TLAI headquarters together
with the compilation of price lists for all non price variable

products,

It is felt that it would be desireble that marketing personnel
from the footwear and leather goods sectors should be transfered
to work with the Marketing Munager of TLAI at the earliest
opportunity.

The expert would advisc that the proposed three months ITC
assistance in expor* -Marketing should be concentrated in help
to the footwear sector,

It should be observed that a2 circular letter advising export
customers of the centralisation of marketing for the leether sector
at TIAI has been distyributed but in the experts opinion the exercise
should be repeated, Special emphasis should be made that all export
inquiries should be oddressed to TLAI and not to the individual

production units,
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It is desirable that marketing personnel make as many visits to
the production units as is economicaly possible, It is suggested
that each piant is visited a least once a month so that the
centralised marketing department can successfully nonitor the

production activitiese

The production units should speedily advise the TLAI marketing
department of any extraneous problems which although not related
to production difficulties could affect export peIformance;




GENZRAL CONCEPTS OF MARKETING

+ND THEIR APPLIC.LTIONS

* DCFINITION: " Marketing is the mansgement function which
organises and directs all those business activities involved
in assessing and converting cuctamer purchasing power into
effective denand for a specific product or service and in
moving the product ot service to the final use or consumer
80 as to achieve the profit target or oiher objectives sct
by the campany” * Soecurce: BRITISH INSITUTE OF MARKETING

We should ask ourselves the following questions as to whatl
" Mal‘keting" neaas tO TII‘IJ‘L.I’

Qe 1e¢ Is it 2 synonyn for “selling?"

A+ 1e Marketing is not sinply selling the nerchandise we

rroduce.

Qe 2o Is it the total group of etivities in assessing and
neeting customer needs profitably?

he 2+ The nodernm marketing concept is to design and produce
our merchandise to meet the needs or the next needs of
our customers. Inefficient marketing entails the
waste of materials and manpower and the loss of foreign
earnings potentiel. The skills necessary are in the

areas ofie

Market Research; Product Researphj Sales Porcastingj
Sales Managenents Advertising & Proamotions, Publio
Relations; Salemman shipj Product knowledge,

A further vital ingredient for successful marketing is
the input of up to date information from all member
organisations to ensure the abvility exists to reast
quickly to ever changing “Global narket Conditions®,




Qe 30

Ae 3e

Qe 44

hia 44

Qe Se

fie Do

Qe 6,

As 6o

Is it a philoscphy of all management?

The philosophy of marketing is a concept of business
nanagenent which focuses the activities of our factories
to the needs of thecustamer and organises the total
resources of all partiment departments to satisfying
those nceds and at the same time satisfying the
objectives of Tels.iels It gtems from the fact that

a business can orly survive aad develop by providing

the prodacts that the custamer want to buy.

Is it an attitude shared throughout the organisation?

Marketing is a corporate affair involving the whole
conpany crganisation., It should be a generally shared
managenent phllosophy which should permeate top management
thinking and influence caopany deci3ions and policies,
It is not the specizl preserve of one department or
discipline, The concept actively involves in the marketing
operation all those cuncerned with; research, development,
design, production, finance, and distribution as well as
the labour force itself, Unless those responsible for all
the areas of activity as well as their staff are market
orintoted it will not be possible to utilize the company’s
full resources to best advantege.

What channels exist to allow narket needs and restraints
to influence Research & Development?

The marketing department must at all times keep top
manzgeilent and technical personnel totally informed,
through regular reporting, as te Global conddtions
both of requirements andé restraints so that costly
Research and Development is not misdireoted and
comnercial opportunities missed,

Do production plans determine what 1s offered tc the
custaner or vice -~ versa?

High productivity is clearly vital for any organisation

and nust play a nejor part in determining what market

share a company can hope to gain, However high productivity
on its own is of little value if it is not directly
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related to the narketing plan. On the one

han! the nost efficient production of an unwanted
product has never rendered it saleable in campetative
market on the other hand failure to meet delivery dates
is the sures: way of losing goodwill for a product which
is in demand, Clearly the quality end reliability of
products have a major influence on customer satisfaction
and therefore on the campany's inage and the likekihood
of repeat orders. Thus frou every aspect production is

involved in the Canpany's overall marketing operation,

Particularly through production planning and production
control to ensure prompt fulfiment of delivery promises

and the avoidance of very costly cencellations,

Sales through effective marketing is the prupose of
nanufacture,

Is the relationship of Finance, Goverrmental and
Institutional help to successful marketing clearly
understood by zll interested parties?

Clearly Financial, Govermmental and Institutional
aspects must play a key part in the formation of the
codpany marketing plan. lethods of raising fi_n'a.nce

for specific projects are an imporsant part of this,

A criticism frequently heard of people on the sales

side of a business is that they are too concerned with
sales and not sufficintly interested in costs. Marketing
should be made aware of accurate costing on all products
together with the mamimm and minimum peramteres which
enable "mixed" commereial decisions to be mede without
detrinent to the producer's profitabulity. Again there is
& need for dimlogue to unite people with different discl~
plism in & comon aim, which 1s profitable sales without

which there cannot be a satisfagtory return on the resources

vsed, & very important aspect of export marketing 1s the
credit tems a supplier can offer. A study of customer
needs in credit terms combined with what is possible in
Tenzenia should help us tc be consistant in this aces,
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aPter sales follow=up rezarded as a " burden"

or an intregal part of the product?

This is samething wiich must exercise a powerful
influence on the custamers decision to buy in the
first place and even more sO 10 buy again, hepeat
soles are for more likely to be achieved if the
service after the first sale has been goods No new
narket should be developed until we are sure we can
support that market with a proper after sales organi=
sation with which to keep customers and potential
customers fully alvised on eonditions and situations

~xistent in our production unitse-

Does each Factory and each department within the factories
clearly appreciate its part in overall marketing strategy?

People work better and nore willingly when they understand
what it is all about, If managenent explain the marketing
plan to every pertiment employee and make it clear to then
what part each is required tc play ir its fulfiloent this
should markedly improve its execution. In a nanufacturing
Coupany the marketing eoncept presents the oprortunity to
nnke it clear that th. company is not just "meking things"
it is producing marchandise specifically designed 1o neet
a customers requirements at a planned delivery date, It
should be male clear that it is the customer who ensures
the conpany's profitability and finel contribution *o

the Nationol economye

Are we applying the same standards to own products and
hence marketing coucepts?

It is out of date to think in tems of an "export" market
to which goods surplus to hone demand are sent, It 1s
necessary to think globally and our product should rep~
resent a true "Tanzania stendard" which is uniform
throughout the member companies of the grovp, and will

inspire customer confidence,




Qe 11« Is marketing co-ordinating its efforts with
production tc ensure custonmer satisfaction?

Ae 11e No marketing departaent should enmbark on any
new efforts to gain business, unless it hes
first had full and meaning-full discussions
with the production nmanagenent to determine
the upto date capabilities and limitations

of the production depErtmentse

SUMKARY:

411 the aforementioned is not intended as a critlcism

of Tanzania Lezther Associated Ipdustries or Group
Managenment attitudes to marketing concepts. Rather

it has been produced to stimulate constructive discussion
as to the best ways to establish a centralised and

well functioning marketing department at Tanzania
Leather Associated Industries Hz2adquarters.

Re S. CHAMBERS
M..RKETING EXPERT URT/78/010
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COME..RISON OF EXPORT PRICES OF RiW, WET BIUE
ND CRUST R

ASSURPTIONS:

1e Mojority of hides collected and available for
exporf as raw, wetblue and crust are of the light
category i.e. 2-4 kge

The average wigght of this category of hides is
Ze44 k3. per piec., with an average area of 15

sq.fte per hide. Thus the yield per kKlogran is
4036 85q ft.

2, The average area of goatsldns is taken to be
440 8geft. while for sheepskins the average is
3.5 8geftes per piece,

3e+ Froo the light hides category, what is obtained
at wetblue stege is full hides 12/18 sq.ft. Crust
derived from this category is of thirmer substance

Ted @« 1,6 n,.n,

CUXRENT MARKET PRICES:

The current narket prices are as followss
R
Hides III/IV -~ US § 1,04 per kg

Goat skins I/I1/ITI/ -~ US $ 16.50 per dozen
Sheepskine F/II/ITI ~US $ 9,00 per dozen

W2TBLUE ¢

Full Hides 12/18 III/IV - US & C,50 per sq.ft, ' -
Gont skins I/II/III - US $§ 2,40 per piece
Sheep skins I1/II/III - US § 2,00 per piece

CRUST:

Sides 1,4 = 1,6 II/III/IV US § 0,74 per sq.fte
Goat I/1I/III = US § 0.80 per s8q.fte
Sheep T/II/IIX = US $§ 0.70 per sqe.ft.

The above current prices have to be standardized into &
similor unit of measureuent so as to meke then canparables




Using the average mentioned above all the prices can be

expressed in sqg.ft,

Below is the table of camparative prices of raw, wetblue and

crust in T. Shs. per squarc foot,

RaW
Hides 2421
Goetskins 3419
Sheepskins 1499

Compering the above prices it is obvious that higher value is
realized by exporting processed hides and skins rather than
raw, The higher thc ievel of conversation the higher the selling

VESWE  CRUST
4eb4 .87
5456 7452
5.30 6.80

price in the world market ( conpare crust with Wetblue),

Cs COSTS OF PRODUCTION:

The costs of production from raw hides and skins to

finished leather arc as followsi=

Raw nmaterials

Chenicals

Dircet Lebour & Overhead
Wet blue stage

Chemicals
Labour & Overhead

Crust stage

Chenicals
Labcur & Overhead

Finished Leather

(T, SHS. PER SQ.FT,)

HIDES SKINS
1.38 ¢~ 3450
130 0.71
0,728 . 1,79
3466 6,00
_ ===
0.65 0.67
1407 2,30
538 8,93
1435 0.83
2,74 2,15
9447 11,91
wremE= e

N.B, 1. The cost for hides are based on light hides,
2, Adnministration and warketing costs are not

included.




Conparing the current world parket prices with the cost
of production it would appear that only hides could be

exported et wetblue and crust state at & reasonable nargine
Wetblue hides fetch Shs. 4e64 per sgeft. and crust Shs, 6.87
per 8qsft, egainst production cost of Shs. 3,66 and Shs,
5.38 respectivelye

Skins at both wetblue and crust are selling below cost of

production.

Put it can be clearly stated that whatever the world nmarket
price for raw stock reaches it can nevexr exceed that of

prices for semi processed end finished,

The sane price differentials apply concerning wet salted

hides and sexi processed leathers




MARRETING ©ORK FLOV

|\19
~

Receipt of Inquiry

Analysis of Customer viability
Financial Status - Effects cn existing business

!

Assessment of Production Possibilities

1

“rice Consultations Tanneries & Customer

Conditions of Offer
Terms - Delivery Conditions

Establishment of Contract

Llonitoring Contract

Llonitoring Payment Conditions
Establishnent Timing of L/Cs and Exteusion Requests

#

Moni‘téj_ng Shipping of Contract
w2

So0liciting Business
Deterrining Products for Offer

i

Customer Selection Based Lffects
on dMixins Business

Price Determination *

A
All ad\l)
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