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Explanatory noteaes

Reference to dollars <$) are to United States dollars.
The monetary unit in Egypt is the Egyeptian Pound (LE).

During the experts' fieldwork the official exchange rate uas

USs 1= LE 1.39

Abbreviations used in the study

- D e W W VR R - - e -

UNIDO - United Nation:c Industrial
Development (Organization
BCK - Res«arch Institute for the

L.eather and Shoe Industries

Countries

FRG - Federal Republic of Germany
GOR - German Damocra?ic Resublic
UK - United Kingdom o¢ Great Britain

and Northerr Ireland
USSR - Union of the Soviet Socialist

Republic

Foraign trade terminology

C.1.F. - Costs, Insurance & Fraight

F.0.8B. - Free on Board

Pemarks?! 1.7 The machine suppliers mentioned in the study are
1isted in Annex 9.
2/ Egvptiar factories and their abbreviation are

in Appendix 1.




Materials used

EVA

Cu

Fe

PA

PE

PP

PUR

PVC

Units of measuremant

£t

sq.ft.

min

aluminum
ethylene-vinyl -acetate
copper

iron

prlyamide

polyethylena
Peclypropylene
polyurethane
poly-vinyl -chlor ide
thermoplastic rubber

zinc

meter

square meter
cubic meter
square mill imeter
Kilogram

gram

hour

Kilowatt

foot

square fuot

million
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INTRODUCTION

The Third Consultation on Leather and Leather Products
fndustry ¢(Innsbruck 1984.) reccmmended, inter alia, *hat UNICO
should assist developing countries in the formulation of
programmes +or the manufacture .of footuear components. It umas
decided that the study on footuear components and auxiliaries
should be based on the situation of an African csuntry suitable
for starting up such manufacturing plant.

The selected country was ESgypt wuwith its shoe industry
consisting of 6,470 unmachanized workshops, 62 semi-mechanized
factories and 10 fully mechanizad factories.

The Research Institute for the Leather and Shoe Industries
(Budarecst, Hungary) uas subcontracted by UMNIDG to prepare a
pre-feacsibility study for shoe components and auxiliaries

manufacturing in Egypt. (Prcject No? S1./EGY/835./883)

Activities

----- ;;:-;rojoct carried out a four-week survey in Egypt betuwean
16th November - 14th December, 1985. during which tha aexperts
visited several governmental and private tanneries, leatherboard
and shoe factories collecting techno-economic data for the
preparaticn of the pre-feasibility ftudy.

At home base (BCK)> the collected data was computad and the
draft report prepared. It contains the pre-feasibil ity study on
asts, cutting dies, gJraded patterns, insoles, stiffeners and
leather unit soles manufacturing with finarncial computations as to
the feasihility of the proposed plant.

During the preparation o¢ the study the experts consulted

with the appropriate technical officers of UNIDO.




et
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1. EXECUTIVE SUMMARY

The Third Consultation on Leathar. and Leathar Products
Industry C(Ilnnsbruck 1984) recommanded, inter alia, <that UNIDO
should assist in the formulation of prcgrammas for the manufacture
of footuear componsnts. It uas agreed that the study should be
based on the situation of a suitable ARfrican country. Tha country
selected was Egypt. The aim of the project is to prepare a
pre-feasibil ity study on the manufacture of shoe components. This
pre-feasibility study outlines 2 manufacturing unit for certiin
footucar components and production tools (See the classification
of componants and auxiliaries in Annex 3.) such as?

i/ leatherboard and leather components: insoles, counter
stiffener, leather unit soles:
i1/ production tools: shoe lasts, cutting dies and

graded patterns.

The components to be manufactured were chosen on the basis of
the fielduwork. The findings shoued that thera are adequate unit
tcole (injection moulded PVC) producers equicped with the most
up~to-date machinery, and it saeaems unnecessary ‘to start up
injection moulded unit sole minufacturing. The sames applies to the
PE or PP heel production’ the manufacturers are expanding on their

own due to the present marKet demands.

The majority of lasts for (semi) nachanized shoe production
sres imported to Egypt from Europe and the usears have to pay 100
par vant customs duty on each pair of plastic la.ts. The lasis
serve as a basis for the dasignirg of footuear and its components.

Without a constant supply of lasts, it is not possible to
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co-ordinate sizes and the range of componants, 30 it seems
necessary to establish shoe last production in Egypt. The price
level must be well below that of <the imported lasts, to be
competitive, since the latter have a well established market
because of their fashion and quality.

Design and eproduction preparation in last manufacturing
require pattern gracing. In order to utilize the minimum feasible
capacity, it is recommended to offer grading service:s for small
and medium shoe factories having no such facilities. A number of
components (e.g. insoles, socK linirgs, soles, heels etc.) nmust
fit exactly to the last. It is, therefore, highly  desirable <o
obtain reliable patterns and precise cutting dies for their
production. So, & small unit capable of supplying cold-bent
cutting dies would have a rositive impact on the development of
the local footuear industry. The demand for graded patterns and
cutting dies is proved by the fact, that such items are imported
from industrialized countries in Europe, shich is rather unusual
in the case of a shoe industry of tha size existing in Egypt.

Tuo existing tannerias in Egypt produce leatherboard suitable
for insoles and counters (stiffenar), which may serve as 2 9ood
bas is for prefabrication of lhese components. Nevertheless, there
i{s a2 considerable import, paid in hard currencies. It is,
therefore, necessary for the Egyptian footuear industry to have a
constant local supply of insoles and counters in order to decreases
their producztion costs.

Genuine leather is one of the mecst important natural
resources of the country., The local tanning sector i3 capabls of
supplying good quality sole 1leather and footuear 4With natural
leather solas are products with higher added value than thosa

having unit soles made of PVC, PUR, TR, EVA or rubbaer.




Increas ing the

qual ity

possibilities (competitivenass

will

capacity in this

enhance the local

direction

shoe

in price and quality).

and improving the

manufacturers' export

Establ ishing

prefabricated leather sole production will assist in achaieving
this objective.

Taxing into account market demand and aconomic sizes of
component production, the follouing production programme is

recommended:

Item Lnit Unit price Froduction capacity
LE/unit unit/year
Shoe lasts pair 18.00 130,000
Graded patterns set 85.00 1,200
Cutting dies set 720.00 1,200
Insoles pair 9.65 6,800,030
Stiffeners pair 9.15 6,000,000
Leather unit soles pair 4.30 1,560,008
Basic materials for lasts <(high and 1lou density PE) and
cutting dies (steel strips) should be imported while all the other
basic materials are available 1locally. The quality of the
leatherboard supplied by the Model Tannery and <the EI1 Nasr
Leatherboard Factory is acceptable for insole manufacturing only,
and needs to be imeroved before it can be used for other products
by upgrading the proceass technology. A special mixture of chrome
and vegetable-tanned leather wastes shouid be developed for
stiffeners. The supply of locally made sole leather is adequate

for leather unit sole manufacture.
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The total costs of materiazls vused for components (at the
planned 96 per cant capacity utilization) are as follous:

Unit: LE '88e¢

Local Imported Total
Shoe lasts 130 832 882
Cutting dies 3 387 408
Graded patterns 12 21 33
Insoles 83595 945 1,803
Stiffeners 268 227 493
Unit soles 2,731 295 3,026
TOTAL: 3,999 2,737 6,736

Since both the tanning industry (supplying leatherboard and
sole leather) and the footwear industry (beina the market for
components to be manufactured by the proposed neud plant) are
located in and around Cairo and Alexandria, no other geographical
areas can be considered. There are companies in the leather and
leather produ~ts subsectors in both <cities, which may sbows
interest in financing and Cor) running a component manufacturing
unit. The first step, therefore, shoul!d be to select one of thesa
antrepreneurs for the project management - in this case staff and
investment cost problams could easily be overcome.

Apart from an industrial area the new plant could be situated in
any nther suitable and convenient location, as the manufacturing
process Jces not pollute the aeanvironment Calmost no emission
treatmant is required, the majority of *he waste products are
reprocessed within the plant or in the leatherboard factorias). If
the site is in an industrial area, then the overhead costs have to

cover the expenses of labour transport as well.
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The proposad integrated component manufacturing factory is
arranged in a one-floor building (Figure 2-2.), providing the best
conditions fer workshocp transport and plant management. This
solution requires relatively simple and cheap civil enginearing.
All the service units <(store, maintenance etc.} are connected
directly to the sorkshop, uhile the administrative premises and
service facilities for labour (e.9. clcax rooms? may be either on
the secona floor or in 2 sesparate building. The larout is made in
such a wuway, that all manufacturing units may be optionally
separated and (or) axpanded if so required.

The level of mechanization in the proposed glant is fairly
high, but this is necessary 1n order tc ensure the uniformity or
components , which is the most important quality aspect. All six
units are equipped with machines a2nd moulds, each to be suppliad

by specialized companies such as for instance:

Suggested
Component to be main Cost of equipmant
manufactured equipment uss 'oe0
supplier (CIF Egypt)
Lasts INCOM» 770
Cutting dies SKOMAG 38
Graded patterns ALBEKO 58
Insoles MOHRBACH 1,023
Stiffeners SECOM 289
Leather unit soles BRUGGI 710

TOTAL (technology! 2,736
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The above companies swere selccted on the basis of offaring
the most economic alternative of those from shom quotations rere
ocbtained. However, should the project be implamented, it is
recommanded to follow the international bidding procedurs to
request neu offers from various firms.

The lists of production and auxiliary equipment are enclosad
in Arnexes €.1-5.8. The total cost of méchinas (CIF Egyptian port)
is LE 3.8 million - including building machinery. Uss 117,008 will
be required for vehicles, and LE 119,808 for office equipmant and
furniture.

the plant's electric energy consumption is 708 KW, the hot

uater and steam supply will be provided by the boiler station.

The worKshop is divided into six productien units - aach
specialized in a certain production item. The units are controlled
diractly by their supervisors responsibla for the ocutput and
quality. There are separate vorkshops for maintenance, sample
manufacturing and designin3. Packaging is done in the finished
products store.

The last and unit sole manufacturing units are squipped wuith
conveyors for material and work-in-progress transport, while in
the other sections specially made manual trolleys will be used.

The total overhead cost covering maintenance, insurance,
commnication, traselling, training, transport, rent and utilities

(heat, light, pouer, uwater, effluent) is LE 1.4 million.

In the component manufacturing unit only 25 per cent of the
work force it proposed to be wunskilled 1labour. Becausaea of its
¢cpecial technology, thare is only skilled or sami-sKilled labour

in the pattern grading unit. Tn a fairly up-to-date factory it is
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advised to employ sKilled labour to use the automatic or
seami-automatic machines and develop the sxills to work according

t0 modern technology.

Before starting up the plant it is suggested to train the
supervisors, designers, mechanics and the machine operators in
practical training courses srpecializing in their field of work.

The total vearly uages and salaries in the plant are LE
239,065, the portion of the administrative and technical stafy

salaries is about (2 per cent.

Total investment outlays of the project are distributed over
two years (1987 and 1988). Fixed investment and pre-production
expenditures amount to LE 7 891 000 togethar wuith the dorking
canital (at full capacity) they sum up to LE 9 8063 099.

Required investment expenditure in foreign currency {<mainly
for plan® machinery and equipment) equals to ca. 3.47 mln US §.

Production of two out of six products is based exclusively on
imported raw materials and components. In tha four other products
the share of lccal material costs varies from ca. 38X to 99%.

The project is to be financed by equity capital and a local
loan. More than half of investment cost will be covered by equity,
the balance will be borrowed for 7 years at 12X interest rate.
Required equity wac estimated at LE 5 D87 808, the loan <(to be
disbursed in 1988) at LE 3 758 808, which giveas a D/E ratio of
42/38.

The financial analysis done uwith the application of the
COMFAR programme has proved that the project is feasible from the

commercial point of view.
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This conclucion is based upon?

a/

b/

c/

-V

examination of three main financial documents (Balance-Sheat,
Net Income Statemant and Cash-Flouw Table). The project shous
no liquidity problems over the whole period of 135 years of
production life. The pay-back period is close to 6 yeaars?’
l1iquidity ratio and debt-service ratio analysis. Computed
ratios are in line with widely accepted standards:
profitability measures obtained. They seem to be encouraging
for an investor. IRR on total investment is 22.75%. Due to the
leverage effect, IRR(E) equals to 24.94X%. The project genarates
a positiv net cash flow, uhich being discounted at 13X gives
the NPV (total investment approach) of LE 4.8 mln’

break-sven analysis. Especially results concerning braak-even
price and break-esven output lc;cl are favourable for the
project.

The sensitivity analysis was out to examine the dependance on

changes of the most important financial parameters (output level,

raw material cost, selling price, interest rate and foreign

exchange rate). The analysis shoued that the project is highly

sensitive to selling price and foreign exchange rate changes.

Therafore, 2 detailed analysis of the future foreign exchange rate

trends has been recommanded. Also, the price policy of the company

should receive careful scrutiny.

Some important merits of the project can be identified from

the national economy Imacro? point of wvieu. The project wuwill

substitute for imports, will create additional job opportunities

and will utilize natural resources of the country.

Moreover, by changing aualitative and quantitative faatures of the

Egyptian footuear industry it may indirectly create considerablae

axport possibilities for this industry and positively influence
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the balance of payments.

On the other hand this project has besern designed <to supply
the local unrxet-only, though it requires substantial investmant
expendituras in foreign currency and is partly based on imported
materials and components. Thus, its wultimate impact on the
national balance of payments will depend on the relation bJetueaen
import substitution savings together with additional export
earnings from the fcotuear industry on the one hand, and the
necessary inuvestment, as uwell as production expenditures in

foreign currency on the other.
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2.PROJECT BACKGROUND AND HISTORY

A general study entitled *Ccempor.ents and Auxiliaries
Manufacture for the Shoe and Other Leather Products Industry in
the Developing Countries® (ID/WG.411/3) uwas prepared by the UNIDO
Secretariat and presented at the Third Consultation on Leather and
Leather Products Industry (Innsbruck 1984). The Consultation
recommended that:

*UNIDO, in collaboration with the appropriate agencies and
bodies, should assist developinsg countries in the formulation of
programmes for the manufacture of footuear components and
auxiliaries at national, sub-regional, regional or intarregional
levels, as deemed necessary. UNIDO and appropriate bodies should
endeavour-to involve potential partners from both develapad and
developing countries in those programmes. Consideration should ba
given to the existing and potential absorptive cipacity of

regional trading partners.”®

This recommendation was further discussed in an ad hoc
preparatory meeting on the leathar and leather products industry
in Africa in December 1984, The meeting reccmmended tnat 10/AGRO
should prepars a project proposal and terms of reference for a
study on footuear ;uxiliari;s, and +hat the study should not be of
a general nature but based on the situation of a suitable African
country with potential and genuine need for starting up such a

manufacturing rlant.
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The country selected was Egypt and the Governmnt's officiai
request for the project uas recaived through UNDP cable misc. 890
of 2%. April 1985. The suitability of Egypt for <this projact is
clearly illustrated by the following summary of an article

published in the journal °Leather ™ of December 1984:

*Egvpt has a massive artisan shoe incusiry. The manufacturing
units can be divided ;ithcr fnto three categories according to the
degree of mechanizatiun, in shich case there are 6,470
unmechanized workshops, 60 semi-mechanized factories and 18 fully
mechanized factories, or according to employment, in wuhich case
there are 5,940 emploring less than S workars and €89 employing

over 9 worKers.

Estimated output uwas only ;round 6@ million pairs in 1882.
This figure can be divided into 43 million pairs of modestly
priced popular shoes produced by manufacturing units in the public
and private sector, plus 17 million pairs of high quality shoes
produced by the private sector and joint wventures involving the
public sector. Production in 1981 amountead to 56,749,800 pairs, of
which %@ per cent uere men's, 30 per cent ladies’, 8 per ceant

girls®' and 12 per cent children's suo0es.

Df the 1981 production, 36.2 million pairs were leather
uppered, 1.8% million pairs uwere industrial footuear (leather
uppared), 6.4 million pairs were sandals, 5.8 million pairs udare
military foctwear, 6.7 million pairs ware rubber and 1.83 million
pairs were plastic. Mationalized shoa factories produced 23 per

cent of tha leather footwear."”
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“"he data concerning the factorias visited during the field uworkK is

summar ized in the Country fila in Sppendix 1.

The long-term industria’ strategy of the developing countries
in the leather and leather products sector, in accordance uwith the
recommendations of the UNID3 Consultation onr the Leather and
Leather Froducts Industry, should follow an integrated programme
aproach. One of the important 1links in this appoach is the
manufacture of footuear components and auxiliarias at national,
sub-regional, regional or interregional levels, as deemad
necessary. The aim of the project is, therefore, to take the first
concrete steps in this direction and to prepare a pre-feasibil ity
study on the manufacture of such components. The study is to oe
prepared for a selected country (Egypt? and presented as
background material at the Regional Leather Sector Mcctingl in
Alexandria scheduled for 1986. This study will also serve as a
model for other countries and regions, ana may be used as an
instrument for negotiating a joint venture agreement and financing

for starting up such a production plant.

This study is intended to be presented to the potential
Egyptian sponsor or inuvestor: it may be that tne production units
uwill be government owned (linked to <the El1 Nasr Tannery) or
private/joint venture factories. This study will serve as a guide
line for the interested partias in Egypt as well as at the
regional meeting on the leather and leather products industry in
Africa toc be h 1d in RAlexardria. It may also serve as an examele
for other African countries attending the meeting and may
encourage the financing of similar component manufacturing plants

in order to assist in upgrading local footuear industries.
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This pra-feasibility study cutlinas a manufacturing unit for
certain fcotuear components and production tools (See the
classification of comporents and auxiliaries in Annex 4.):

i/ leaatherboard ard leather components: inscles, counter

stiffener, leather unit soles’

ii production tools?! shoe lasts, cutting dies and

graded patterns.

To some extent the study is based on locally available basic
materials: it utilizes domestic leatherboard for insole and
st iéfener productior., domestic sole leather for the manufacturing
of leather unit soles. On the other hand it is necessary %o
utilize imported materials in the case of plfstic lasts and
cutting die manufacturing. Both products ars made of special
maserials, such as the high and low den-ity polyethylene umhich is
the basic material for the lasts or the steel strips for the
cutting dies.

The raport of the Integrated Development Programme of the
Leather and Leather Products Industry in Af-ica (RP/RAF/B5/618)
shous that Egypt has a surplus tanning capacity of circa 30
million sq.ft./vear and atout 5@ million pairs/vear leather
footuear producing capacity. The Government of Egypt trias to
encourage the export of foctuear, but so far without success, due
to the high price of the Egyptian footwear. Still quoting the same
report, "the majority of the fcotuear components are imported with
higch duty payable (lasts plus 108 per cent, counters 5O per cent,
etc)”. This is one of the reasons uhy it seems nrecassary to
start-up a2 componant and tool manufacturing unit. That none of the
A€ ican countries mentioned in tha above report have any «ind of

similar production units could be considered another reason.
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3. MARKET AND PLANT CAPACITY

3.1. Estimation of demand and market size for the products

In the case of Egyptian footuear manufacturing it is aquite
difficult to calculate marxet demands for shoe components and
auxiliaries due tc the composition of the shoe industry, namely
the small number of fully-mechanized factories and the fact that
the majority of <the shoes are produced by semi-mechanized
factories and artisans situated in and around Cairo and
Alexandria.
The situation of the shoe industry in Egypt betwean 1373 and 1982

is summar ized as follows?

1979 19806 1981 1882
Type of product (miliion pairs

Footwuwe ar Pproduction

Leather footwear 3.3 S6.1 S6.7 39.4
Rudber 8.6 8.8 8.8 9.8%
TOTAL: 54.1 36.9 37.5 60.2x

- - A T D A W D - —— -~ -

Expor<t o F footweaar

Leather 8.9 8.0 8.3 8.3
Non-leather 1.8 8.0 1.1 1.1
TOTAL: 2.7 8.8 1.4 1.9
Impori~t

Leather 0.8 2.0 0.1x 0.1x
Footweaar consumpPtion
TOTAL: S1.4 56.9 56.2 58.9x%

Note: 8 mears an estimate for the given year.




The population of Egypt in 1983 uwas 435.8 million, the employees
working in the footwear industry = 19,808.

(The data are from the World Footwear Marxet 1983, by SATRA
Footwear Technology Centre. Reliable statistics from other sources
are not available.)

The abovx figures uwould indicate that the footwear production
o€ Egypt would be about 65 million pairs ir 1998. Taxking into
account the rather lou consumption (1.3 pairs ocer capita compared
€3 4-5 pairs per capita in industrialized countrias), it is likely
that the local consumption will reach about 78 million pairs/year
by the end of this decade. The export possibilities - since most
of the basic raw materials for footuear are available in Egypt -
will further increase production needs.

The leather footuear produced consists to 70 per cent of
madium quality (at the retail price of LE 10-14 cquigalont to USS
7.7-10.8) mainly produced by Bata, independent craftsmen and
cooperatives: 30 per cent is of higher quality, (retail price of
LE 15-2% equivalent to USS$ 11.35-19.2) and are the products of the
mechanized or semi--mechanized units and artisans.

The medium Quality footwear has non-leather unit soles, mostly
PVC, from the local markKat, while the high quality footuwear is
generally produced with genuine lsather soles.

To ensure higher quality footwear, most of the manufacturers
use imported shoe components, such as: insoles or the basic
materi1al for insole production <(cardboard and/or leatherboard),
counters ~ premoulded or in shaeets, +toe puffs, plastic heels,

threads, laces, adhes ives ., buckles, ornaments, etc.




Otrer findinos of the field uwcrKk are that

a/ most of the mechanized or semi-mechanized units
import plastic lasts from Euroze. mainly from
Italy and some from FRG at a price of about
LE 38.88.pair including customs duty:?
b/ there is a smail wooden last minufacturing unit
in Cairo, but the lasts are of very poor quality,
unsatisfactory for mechanical shoe production?
¢/ the majority of the factories visited (uith the
exception of SLAP and Bata) lacxX the Knouledge
and equipment for making cutting dies and have
them made in ltaly or, in some cases, the uppers
are still hand-cut:
d/ with very few exceptions even the fully
mechanized units are not equipped uwith a grading
machine, so that the pattern making has to be uone
abroad which makes it more expensive and mcre
time consuming.
LastmaKing is generally concentrated in 2a feu manufacturing
comeanies only. Because of its uniqueness and the determinant role
of shoe lasts in faotwear manufacturing, lasts are regarded as the
basic element, not oniy for styling and pattern engineering, but
also for coordination of prefatricated componants. Thus lasts
provide special Kinds of standards, serving as 3 database for
sizing and censtructing upper patterns, insoles, counters, heels,
unit soles, etc. As Appandix 1. shous most of the fuily machanized
shhoe factories visited nave soms Kind of shoe component
manufacturing or as in the case of the Italian-Egyptian Shoa
Factory - it started as a comporent manufacturing plant and

started the shoe production later on.




Taking into account all the findings 0% the field wor~k, (it
was concluded that starting of Plastic last
manufacturing is of most immediate importance. The vplastic lasts
usad in the industry are ail imported, mainly from Italy, due %o
its important role in creating fashion +trends. Uuhen calculating
the demand for plastic lasts one has to Keep in mind mainly the
existing mechanized or semi-mechanized shoe producing units. Due
to the lou price of the local ucoden lasts (LE 4.8-6.8 which is
about USS$ 3.0-4.4), produced by El Wardany and some smaller
workshops, the cooperatives and craftmen are most probably going
to use them for quite some time. Relying on the information given
by the vice-president of the Coocperatives’' Society, the members in
Cairo and throughout-thc country maKe up 2 toctal of 7,608 and
their shce production is about 16 million pairs/year, including
men's, ladies’', and children's shoes and sandals. Among the
factories visited most probably the main plastic last consumers
will be +the fully mechanized Ffactories, liKke International,
Egyptian-Kuwait, 2M, Zalat, Artlezer and Egyptian-ltalian Shoe
Companies in Cairo, Bata and Abou El Khair in Alexandria.

Gradad patterns and cutting dies
are made only in large shoe factories (e.g. in Bata), at the same
time a large number of such tools are imported -~ mainly from
Jtaly. Ouing to the fact, that the average run of a style is about
8,000 pairs, approximately 7,508 sets of graded patterns are
required only for footwear production. The technical documentation
on shoe lasts also contains saeries of patterns (s.g. insole
contours, longitudinal and cross sections), which are added to the

needs of grading services.
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Taxing into account the share of the machanized units in the total
Egyptian shoe industry, it is estimated <that about 33 million
pairs of footuear are cut by machines, that needs nearly 2,800
sats of cutting diss vearly.

About 80 per cent of the footuear manufactured in Egypt has
conventional insoles. Considering the size of the machanized
industry the need for prefadricated imnsoleas is astimated at
29-25 million pairs per year. Some of the existing shoe factories
have some special equipment for such production, but they use them
only for their own shoe manufacturing (the result is a rather lowu
equipment utilization - less than 20 per cent).

Approximately S8-60 per cent of the footuzar made locally
contains counter s (stiffeners), with medium or long Wings.
The artisans and small-scale industry will probably continue to
use genuine leathar for such componants, i.e. about 15 million
pairs of prefabricated counters are used today. The iocal supply
is not significant, some factories in Cairo and Alexandria produce
stitfeners for their oun use, but the majority are being imported
from Europe. This need not be the case, since there are adequate
capacities for leatherboard production in Egypt, which - after
upgrading their technology - could provide the local shoe industry
with sufficient basic materials for counters.

Nearly 8 million pairs of shoes are produced yearly in the
country with senu ina leathar soleas . The local
tanneries are able to zupPPly sole leather of good quality and in
shos factories there ares complate lines for unit sole
prefabrication - again rmuch underutilized. In many, otherwise
up-to-date plants, trimming and edge finishing is done after the
soie has besen attached to the lasting margin, which could be

el iminated by using prefabricated soles.




3.2. Plant capacity
Taking all circumstances into consideration the factory has
been plannad to include the following units:
as last manufacturing
b/ cutting die production,
c/ graded pattern making,
d/ insole mxnufacturing,
e/ stiffener production.,
£/ leather unit sole manufacturaing.

Te 1 as €t manufactur ing unit planned has a
yearly capacity of 120,000-1390,000 pairs, meaning a daily
production of SO0 pairs in one shift only, providing suitable
lasts for a yearly footuear production of about 2%5-38 million
pairs. This capacity is the minimum economic size of a
vell -mechanized plant (uith one shift and wusing the injection
moulding equipment in tuo shifts): i.e. less output would not
require less equipment. The 25-3@ million pairs of footuwear which
are the marketing targat for the lasts are produced in large and
medium shoe factories and the trend in industrial developmant will
increase the demand for plastic lasts. The neighbour ing countries'’
shoe industries import lasts as uell, therefore by establishing
appropriate export activity, the market for lasts of good aquality
made in Egypt may be extended further. All thase factors Jjustify
the establishment of the proposed manufacturing capacity.

It can be expeacted that'cuttins dies ard
gradad Ppatternms uHill be ordered by the local shoe
industry. The outputs of graded pattarns and cold bent cutting
dies is scheduled to ba 1200 seats each per annum. This is about 16

per cent of the total markaet need. Small quantities of cutting




dies and graded patterns are also neaded by tha oun component
cutting oparations and last manufacturing. The capacity of the
unit can easily handle this extra work. 1§ the Jemand excaeds the
planned capacity of 1209 sets per annum an extra shift can be
organized.

The size ¢f the inmnsolae manufactur ing unit
uas selected to be 6 million pairs per year in one shift work.
Cons ider ing the product range of the Egyptian shoe industry, all
these insoles should be either of conventional type (leatherboard
insole, shanKk of the same material or made n~f cardboard, with
optional steel shank in betuean) or strip type (leatherboard
forepart and cardboard s’ anKkpart, mostly uith steel shank). The
comparatively lcu share of ladies footuwear would not Justify
production of insoles with injection moulded PE shankK part (PRESMA
type). The selected ocutput is the minimum economic size for such
2ype of production, and even with this output the unit would aim
at only 1/3 of the local requirement.

The calculation of the plant size of the st ifFfamnmar
product iomrn uas based on the consideration that it wiil
not be possible to maet with this unit the demand for all the
varieties of stiffeners requirad. Therefore small quantities of
this product wil still need to be imported. It was also taken into
account that the product mix of the Egyetian shoe industry is such
(ladies®' sandals, unlined gents ' shoes etc.) that the real demand
for stiffeners is much less than the total footwear ©production.
Keeping in mind that the Egyptian-1talian Shoe Company 1s based on
shoe component manufacturing, the siiffener manufacturing unit uwas
designed uith a capacity of 6,000,800 pairs/year, which can easily
be increased by applying more complate machine modules as

outlined in Chapter 6.
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In order for Egypt to increase the export of footuwear it s
necessary to improve the quality. As most of the gents' footwear
in Egypt is made with PVC soles, it seams necessary toc increaase
the production cf all-leather shoes. The necessary vegetable
tanned sole leather is available locally. This justifies the
starting up of 2 leatheaer umrn 3t sole
production facility with a yearly capacity of 1.5
million pairs. The products of this facility will be as the
synthetic soles, i.e. already finished, colour coated, polished
etc. The planned output would cover about 380 per cent of the locai
demand - leaving scope for import or for further expansion of
domestic leather unit sole manufacture.

Table 1. shous the production and sales programme planned
betueen the years 1988 and 1997. The production will reach its
planned maximum ¢(98%) in 1983. T™e wun i<t Pprrices for
products of the proposed plant are established according to the
existing situation in Egypt, i.e. they are about 15-30 per cent
louer than those of the same quality available from import
(including customs duty). This difference is necessary in order to
attract local shoe manufactui ers, as in the case of higher prices
they still would prefer imported components - especially shoe
lasts - because of the fashion aspect and reliability of supply.

The start-up is proposed to take place in two stages: the
production of shae 12sts, being the basis for all componant
manufacturing, in 1988 together with the cutting die makK ing and
unit sole production. All manufacturing units will start uWorkKing
the following vear at the average rate of 62 per cent of total

capacity utilization.




3.3. Conclusions

The majority of lasts for (semi) mechanized shoe production
are imported to Egypt from Europe and a 180 par cent customs duty
is levied on each pair of plastic lasts. The lasts serve as a
basis for designing footuwear and its components. Without a
constant supply of lasts, it is not possible to co-ordinate sizes
and the range of components, and therefore it seems necessary to
establish shoe last production in Egypt. The price level nmust be
well belouw that of the imported lasts, since the latter have 2
good hold on tha markKet because of their fashion and quality.

Design and production preparation in last manufacturing
require pattern grading. In order to utilize the minimum feasible
capacity it is recommended to offer grading services for small and
medium shoe factories having no such facilities. A number of
components (e.g. insoles, sock linings, soles, heels eatc.) must
£it exactly to the last, therefore, it is highly desirable to
obtain reliable patterns and precise cutting dies for their
production. For this reason a small wunit capable of supplying
cold-bent cutting dies would have a positive impact on the
development of the local footuwear industry. The demand for graded
patterns and cutting dies is proved by the fact, that such items
are imported from industrialized countries in Europe, which is

rather unusual for a shoe industry of the size as it exists in

Egypt.




30

Tuo existing tanneries in Egypt produce leatharboard suitable
for insoles and counters (stiffener), uhich may ssrve as a 9ood
basis for prefabrication of these components. At prasent these
products are imported at the rxpense of foreign exchange. It is,
therafore. necessary for the Egyptian footuwear industry to have a
constant local supply of insoles and counters in order to decreass
pruduction costs.

Gonuine leather is one of the most important natural resources
of the country. The local tanning sector is capable of supplying
good quality sole leather, and footuear with natural leather soles
have 2 better market value thar those with unit soles made of PVvC,
PUR, TR, EVA or rubber. Increasing capacity in this direction and
improving the quality wuill enhance local shce manufacturers’
export possibilities (competitiveness in price and quality).
Establishing prefabricated leather scle prcduction uWill assist in
achieving this objective.

Cons ider ing marKket demand and economic sizes of comeonent

production, the following production programme is recommanded:

Item Unit Unit price Production capacity
LE/unit unit/year
Shoe iasts pair 18.00 130,000
Graded patterns set 85.08 1,200
Cutting dies set 729.080 1,200
Insoles pair 0.65 € ,000 ,900
Stiffaners pair 2.15 6,000,008

Leather unit solas pair 4,30 1,500,080



31

< .MATERIALS AND INPUTS

4.1. Basic materials

The suggested product ranse is not in accord with the
availability of basic and rau materials. The praoduction of shoe
lasts and cutting dies requires the import of plastic and metall
components, since thase are rather unique materials with special
qual ity standards. For all other items 98-37 per cent of the
materials are available from local sources.

Through the introduction of modern machinery in footuear
production shoe lasts made of hard uWoog (e.g. beech, maple, horn
beem) proved to be lacking in certain properties <(e.g9. hardness,
size stability, durability). (In any case such types of wood are
not available in Egypt.) Lasts wused in up-to-date footuear
manufacturing are usually made of PE - mostly from a mixture of
high and 1low density PE. The wuaste products of the last
manufacturing process can be reused if appropriate regranulating
equipment is installed - this reduces the production costs
cons iderably. PEZ granulates of both Kinds are supplied by a large
number of well-Knoun chemical companies located in Italy, FRG, UK,
GDR, USSR etc. 1f the component manufacturing plant operates under
government ownership, exclusion from high import duty may be
obhtained or special bilateral agreements with other countries

(e.g9. with GBR) can guarantee the supply.
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Steel strips with cutting edoes on ons cr both sides, and a
uwidth of up to 52 mm are products of a fairly sophisticated
rolling process, which provides a high degree of precision and
uniformity, sharp edges and the required hardness. The economic
size o4 such a production line is too large even for
industrialized countries producing large Aquantities of footuear
Ce.g. FRG, France, Spain). Therefore there are only a feu
suppliers of steel strips for cutting dies (Skomab International,
Bohler and SandvikKk dominate the lLiorld Market). It is, tharefore,.
recommended to obtain steal from one of these suppliers, rather
than import bent cutting dies. Experiments proved, that materials
produced by non-specialized ("general purpose”) heavy industry
plants are not acceptable for cutting dies.

At the present time there exist tuc leatherboard factories,
both in Cairo, and one is planned to become operational in the
near future in Alexandria. The total local production of
leatherboard is 2,080 tons per year. As thae quality of this
material is criticised by shoe factories, a sample of Egyptian
leatherboard was tested in the laboratories of BCK in Budapest,
Hungary. The test results are attached in Annex 4. The analysis of
the test data proves, that the sample leatherboard meets most of
the requirements stipulated by international institutions in their
guidel ines for medium grade materials, but that 1t is not as gocd
2c high quality materials available from European suppliers.
Cons iderable improvements may be achievad by upgrading the
composition and technological parameters and thereby render the
material acceptable for insole manufacturing. Steel shank and

cardbocard should be imported also irn the future.
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For stiffeners a higher proportion of vegetable tanned fibres
should be added, for which saste products are available from local
tanner ies. Thermoplastic adhesives uould have to be imported.

Vegetable tanned sole leather is at present manufactured in
Egypt. The quality and price range is fairly uwide: one Kg costs
frem LE 3.88 20 LE 168.08. Introducing leather unit sole
prefabrication does not increase the consumption of this basic
material, since the output only replaces those soles made DLy the
old "stuck-on and finish® technology. PE or PP heeals, rubber
sheets and lower grade sole leather for top-pieces are also

locally available.

4.2. Inputs

Auxiliary maiterials for component manufacturing may be
purchased iocally. It should be noted that the plant— will be
self-sufficient with regard to patterns and cutting dies. It will,
houwever, be necessary tc import some of the auxiliaries <(e.g.
nails, dye-stuff, moulds etc.). The same applies to spare parts
for production equipment.

The total material requirement for the plant is shoun in
Table 2 the detailed material specifications of each component to
be produced by this plant are attached as Annaxes 35.1-5.6.. All

items are computed at their total costs, i.e. imported material

prices contain custome duty and freight.
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4.3. Conclusions

Basic materials for lasts Cthigh and low density PE) and
cutting dies (steel strips) should be imported uhile all other
basic materials are available 1locally. The quality of the
leatherboard supplied by the Model Tannery and the El Nasr
Leatherboard Factory is only acceptable for insole manufacturing,
and needs to be improved by upgrading the process technology. A
special mixture of chrome and vesetable tannad leather wuastes
should be developed for stiffeners. The supply of 1locally made
sole leather is adaquate for leather unit sole manufacture.

The total costs of materials used Ffor components (at the

planned SB per cent capacity utilization) are as follous:

Unit: LE '©09

Local Imported Total
Shoe lasts 120 852 |82
Cutting dies 3 387 <00
Graded patterns 12 21 33
Insocles 835 84S 1,800
Stiffeners 268 227 438S
Unit soles 2,731 2935 3,026
TOTAL: 2,999 2,727 6,736
Share 0 33 41 ige

The share of imported material costs in the ex-factory price of

components vary in the range of 36-60 par cent.




%. LOCATION AND SITE

%.1. Location
Cairo and Alexandria are considered suitable locaticons for .
establishing a plant for shoe component manufactur ing. Most of the
shoe manufacturers are situated in or around these two cities. The
majority of the tanneries are in Cairo, in the 0Old Cairo area.
Their reslocation has bsen under consideration for some thirty
years but so far this scheme has-not materialized.
Lhen choosing the optimal location for the plant the
follouwing should be Kept in mind:?

a/ Alexandria being a port has good transport possibilities?
the basic materials for {hc last manufacturing (high and
low dens ity PE) should be imported from Europe’

b/ the E1 Nasr Tanning Csamsany may be one of the major
supol iers for the leather unit sole manufacturing unit’

c/ the came come@any is planning on starting a leatherboard
factory, in which case the insole and stiffener production
could be based on this:

d/ the tuwo existing leatherboard factories are beth
in the capital?

e/ the raw material sources for the leather sole and insole
are concentrated in Cairo, with the majority of the
tanneries being in Old Cairo’

$§/ the main consumers of the future products are situatad

in or around Cairo.




Tiking all aspects into consideration it is suggested that
Cairo should be the location for the neu plant. Alexandria should
be considered in the case of the El Nasr Tanning Coinpany being the

sponsor for the nen projact.

S.2. Site

Cairo, being the <capital of Egypt, is at present over
populated with more than 10 million inhabitants. The same applies
to the industrial areas, and the 01d Cairo district where most of
the tanneries are concentrated. The government has allocated tuo
industrial ar~eas for +the planned and newly built industrial
plants. (See map on Figure 1-2.) One of them is called EI
Basateen, the other is "28 km Alexandria-Cairo Road". There are a
feg choe factories already in these areas: Egyptian-Fuuwait Shoe
Co., Zalat Co. for Shoes - on Alexandria Road’ International Shoe
Co., 2M and Modeal Tannery in El Basateen. In both cases the labour
has to be transported daily tc and frem the city, because there is
no public transport, and no housing possibilities.

Both industrial areas have water and power supply, telephone
connections, but there are no telex lines installed along
Alexandria Rcad. Lack of manpower, is the most serious problem, it

is one of the major difficulties of SLAP (Egyptian-Kusait Co.).




]

4 4 g YN o p
: aJ ¢ 2 s,é._..‘.\
-\. . . l’.\ J \ "Wy
N %N
|

.
g@ﬁ&\f.
(1 AL 2 R\

.I,«.._..,

.._.ﬁ.

NI
L b B ,

.
"o

&~ n:._ A.J\..so
.\n-\.

Cwn moms @acar o

i
: o _\_u e cog
[ Y for 3~ b i
|| °° ﬁ\\w«»f@\L
m_ M- rwvnm\%-.... , w.b‘
Mledt ,




Being government-ouned the land is relatively inexpensive in
both areas Caccording to data collected in Egypt: from LE 235-i30
per m2.) It is recommended to utilize already existing buildings,
as in this case savings could be made on land and building. If and
when the ounership of the neu project is decided, the possibility
of buying, leasing or utilizing some of SLAP's unused buildings
dould be advisable. The best result could be achieved by buying up
the whole company and starting the operations with the existing
capacity, after any debts and other financial problems have been
cleared. (Trhis is solely the suggestion of the authors of this
study and there uwas no prior contact with the management of the
afore mentioned factory on this issue.)

Ancther possibility could be to l1ink the nex plant to the
International Shoe Co. In this case there is also free capacity
(machincfy for insole production, etc.) uwhich could bae utilized.
In both cases there is the possibility of constructing additional
buildings, which would be necessary in the case of  the
International Shoe Co. This company is run under the management of
the Egvptian Leather Company which would provide directisupply of
material for <the leather and leatherboard-based component
manufacturing.

In either case experieance and well! qualified responsible
personnel should be chosen, otheruise the project will not prove
successful. (It is shoun in Appendix 1. that a last manufacturing
unit constructed around 1976 under the fGovernorate of Giza, bhas
never baen put into operation due to the lack of +technical and

technolosical Know-how.?
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The pre-feas ibility study was based on the assumption that
new buildings will be ccnstructed on a new site. The raspective
costs are computed using the maximum cost for land (LE 150.00/m2)
and simple industrial brildings (LE 3808./m2). If any of the
existing companies are interested in the project and they provide
space for the plant, ther the total investment costs may be

reduced accordingly.

5.3. Conclusions

Since both the tanning industry (supplying laatherboard and
sole leather) and the footwear industry <(being the markKet for
components to be manufactured by the proposed neuw plantd are
located in and around Cairo and Alexandria. no other geographical
areas can be considered. Thera are come 1ies in the leather and
leather products subsectors in both <cities, which may show
interest for financing and <or) running a componaeant manufacturing
unit. The first step, therefore, should be to select one of these
entrepreneurs for the project management - in this case staff and
investmen?* cnst problems could be easily overcome.

Apart from an industrial area the nem plant could easily be
silutated in any other suitable and convenient location as the
manufacturing process does not pollute the environment (almost no
emission treatment is required, the majority of the waste products
are reprocessed within the plant or in the leatherboard
factories>. If the site is in an industrial area, then the
overhead costs have to cowver the expenses cf labour transport as

well,




41

6. PROJECT ENGINEERING

6.1. Factory and machine layouts

The drauwing of the manufacturing plant (Figure 2-2.) shous
the totai production area togather uwith the stores being 3,436 m2,
with the layouts of the machinery in the different units, and the
stores for raw materials, auxiliaries, ready products. The
offices, shower and dressing rooms, etc. are shoun in Figure 3-2.
The factory is planned %o have all the production units on the
ground floor, while the offices and service premises may be sither
on the first floor or may be in a separate building.

The machinery is as closely concentrated as possible with a
view to economizing on space and function, i.e. having a common
cutting department next to the raw material store to eliminate the
unnecessary transportation within +the factory. The production
lines are planned so as to have the ready products leaving the
conveyvore, bmelts, etc. closest to the stores. The draukings do not
show this, but a separate store must be built for the inflammable
and explosive materials, such as adhesives, finishes and their

solvents, etc. as far away as possible from the main building.

6.2. Machines and technologies

The production equipment is shoun in Annexes ©6.!-6.6 by
production units, with the same numbers usad as on the drawings.
The technolosgical cequance for each product is shoun on

flow-charts. (Charts in Annex 7.1-7.7).
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Where required the proposed machines are equipped with
dust-collectors, or in the case of the last manufacturing there is
a central silo collecting the PE uwaste from the turning and other
machines for reutilization. After block injection only 58 per cent
of the material used remains in the last, the rest is uaste
material which is regranulated and added to the basic PE at a
ratio of about S0 per cent of total ueight. The waste from the
leatherboard, stiffeaner and leathar unit sole manufacturing should
also be collected and utilized in the leatherboard factoriaes.

The Annexes 6.1-6.6. mentioned above contain the most
important data, such as the suppliers, the unit prices and the
necessary quantities to fulfil the requirements of the production
programme, as uwell as moulds, handtocls, spare-parts. Ne
quotations have been collected for the majority of the equipmant
from various suppliers, but in the case of last and leather unit
sole manufacturing, data from existing installations were also
taken into account, adjusting the original prices {(as at 19808> by
adding 30-5@ per cent for inflation. The total prices of the units
are CIF Egypt.

The e isting machinery (in the last manufacturing unit in
Giza) is calculated among the list of the necessary machines at
=@ of the original price. The suggested main supplier for the
1ast manufacturing machinery is INCOMA from Italy. O¢+fers werae
also askad from Messrc. Seidl and Fagus, however, the prices and
seruvices they offered were not conpetitive, The list of machinery
is completed with some equipment suppi ied by different
manufacturers. The total cost of the machinery is USS 584,788 with
an additional USS 68,000 for the injection and press moulds of

different sizas and heel haights, which are neceassary for starting

up the production.
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The cutting die manufacturing unit is planned on the basis of
a SKOMAB proposal, at the total price of USS 24,665. SKOMAB is
alsc considered as the supplier of the steel strips to be used, as
it is made of a2 scecial material and by a special process.

One of the most important suppliers for pattern grading
machines and manufacturing equipment is ALBEXO, providing
reliability, precision and excellent after-sale services. TakKing
into consideration their wide range of equipment, their offer uas
preferred. The total cost of these machines is US$ 46,6390.

There are three main technoiogies adopted for insole
manufacturing. The most sophisticated one is the injection
moulding process, when PE, PP or polystyrene is used for shank
reinforcement. This technology requires axpans ive machinery
(Presma-Jtaly) and very precise tooling <(moulds). The process
itself needs extremly thorough preparation and supervision, and
the granulate for the plastic part should be imported. The
conventional and strip insoles made of leatharboard and cardboard
are premanufactured by productive equipment supplied by MOHRBACH
(FRG), providing possibilities for making notches in the case of
sandal insoles. !t is rezommended to install this <technology and
machinery costing USS 836,920, plus USS$ 25,200 for moulds required
for various sizes and stvles. As an option it may be considered to
use traditional technology instead of the automatic machinery
numbered 483. and 413. on the lavcut and in Annex 7.4, which may
reduce the investment costs by about 35 per cent.

The idea for stiffener manufacturing is to produce moulded,
ready-to-use, components. The groduction line of SECOM (Italy)
serve: the purposs fully for the total price of USS$ 135,720. 1t is
relatively easy to increase the production of stiffeners if and

when necessary by the installation of additional identical sets of
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machincry.. The necess ity of suitable moulds cannot ba
over -emphas ized? a cost of USS 19,920 uwas pPlanned for the starting
period.

In order to improve the quality and the productivity of
Egyptian all-leather footuear production, it is necassary <o
produce leather unit soles, which involve the same work process as
that fcr unit soles made of synthetic materials. With the proposal
tc equip the unit sole manufacturing mainly with BRUGGI (ltaly)
machines, quite a variety of leather soles couid be produced:
soles for gert's shoes with or wuwithout heels, ladies' soles
without heels, edge pPainted scles or in natural colourings, etc.
The total cost of the machinery is US$ 3599,3536.

The Annexes 7.7 and 7.8 contain the lists of equipment
focally available, and the equipment which is not part of thre
production process but necessary for the functioning of the uhole
plant, including maintenance machinery. Their total costs: LE
122,550 for the local equipment and USS 650,202 for the other
including ocffice equipment and furniture.

The total electric energy requirement is 378 KW for
technological purposes and 130 kKW for utilities (including
1ighting). In peak time only 835 per cent of this eneargy wuould be
needed at 182 per cent capacity utilization.

Technological flouw charts are prepared for summarizing the
necessary technologies. It is not necessary to buy Knou-how or
licence for the manufacturing of the abowe products. All suggested
machine suppliers, if necessary, train the supervisory 3staff and
l1abour to operate the machines provided by -~ hem.

The listed machinery is fully mechanized 7nd their use does not

need a long training time.
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The whola plant may be considered as a fairly well mechanized
factory providing high productivity and ensuring good quality. By
the end of this decade the same technology uill be regarded as
medium lavel. Although lower mechanization would provide more
workKing opportunity for local labour and uould also decrease the
equirment investments; it would, howaver, affect the quality
negatively which, in turn, would lead to a wmuch weaker markaet

position.

§.3. Conclusions

The proposed integrated component manufacturing factory is
arranged in a2 one-floor building (Fig.2-1.), providing the best
conditions for uworkshop transport and plant management. This
solution requires relatively simple and cheap <civil engineering.
All the service units (store, maintenance etc.) are connected
directly to the uorkshop, while the administrative premises and
cservice facilities for labour (e.g. cloak rooms) may be sither on
the second floor or in a separate building. The layout is made in
such a2 way, ¢that all manrufacturing wunits may be optionally
separated and (or) expanded if so required.

The level of mechanization in the proposed plant is fairly
high, but this is necessary in order to ensu.e the uniformity of

compenents, which is the most important quality aspeact.
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All six units are equipped uwith machires and moulds, each to be

suppl ied by specialized companies such as for instance?

Sugges ted
Component to be main Cost of equipment
manufactured equipment UsSs '929
suppl ier (CIF Egypt)
Lasts INCOMA 770
Cutting dies skKoMAe 30
Graded patterns ALBEKO =1:]
Insolaes MOHRBACH 1.023
Stiffeners SECOM 283
Leather unit soles BRUGGI 710
TOTAL (technoiogy): 2,796

The lists of productior and auxiliary equipment are enciosed
in Annexes 7.1-7.8. The total cost of machines (CIF Egyptian port)
is LE 3.8 million - including building machinery. US$ 117,008 uill
be required for vehicles, and LE 110,000 for office aquipment and
furniture.

The plant's electric energy consumption is 700 W, +the hot
water and steam supply will be provided by the boiler station

included in the building equipment required.
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7. PLANT ORGANIZATION AND OVERHEAD COSTS

?.1. Plant organization

The project. designed <to establish tool and component
manufacturing in order to aid the Egyptian shoe industry as wuwell
as improve the export possibilities, has six production units:

a/ plastic last manufacturing, including steel plate
preparation’

b/ cutting die making’

c/ pattern grading and binding’

d/ strip and conventicnal :insole manufacturing:’

e/ premoulded leatherboard stiffener maKing:

£/ leather unit sole manufacturing.

in the planning of the factory one of the main factors borne
in mind uas Keeping the cverhead costs as lou as possible by
proper determination of the number of parsonnel not involved in
the production process (administrative). The production managemant
is to be carried out by tuo pmople’ one being responsible for the
tool manufacturing, and the other for the componant manufacturing.

There are separate stores for rau materials, finished
products, auxiliaries and for the inflammable materials. The last
manufacturing unit has its own storage area due to the special
technological requirements (the lasts must be left for reducing
tensiecn and in order to stabilize after the injection of blocks).
This area is planned for storing only 10880 pairs of lasts.
Be~ause of the fast cnanges in fashion, the lasts, cutting dies
and graded patterns are planned to be delivered to the customars
fmmediately. The raw material store is planned to Keep stock of

local matertals for 39 days, and of imported materials for 99

days .
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The size 9f the store for finished components such as’ insoles,
stiffeners and leather unit soles wkas calculated for storing the
production output of 2-3 ueeks.

There should also be a separately built store-l ike
establishment for the waste products, like the vegetable-tanned
leather uaste from the leather unit sole manufacturing wunit;
leatherboard from the insole and stiffener production which could
be sold to be reutilized in leatherboard factorias.

The factory lay-out was planned to utilize the workKing aiarea
and machinery in the best way. This is the reason for placing last
designing and sample maKing next to the last manufacturing unit.
In some phases of styling and pattern last making it is necessary
to use some of the machines of the last manufacturing unit. (This
eliminates the necessity for a separate turning machine for
designing.)

Both the last manufacturing and the leather unit sole
producing units are equipped with convayors. In the case of last
production, the machines are posiionad by the 2 conveyors made by
INCOMA, the other 2 transporter lines are simple belt conveyors
for moving the materials, and components for the leather unit sole
production: <these simple wunits can be made locally. These
transporter lines could be el!iminated but <the production area
would then have to be increased by about 58 par cant.’

The maa intaeanancea is planned in such a way that it
is not necessary to have separate servicing personnel for each
unit, but to have a common maintenance with two supervisors. The

parsonnel should be capable of attendin§ to both eleactrical and

mechanical workKs: each of them specializing in some area.
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?7.2. Overhead costs

The ocverhead costs and cost cantras are shown in Table 3. The
cost centres are divided into production and administrative
centres. One of the most important cost items is the maintenance
which is about 5@ per cent of the total overhead costs realized in
the production centres. Insurance is estimated at LE 175,008 for
the whole plant. The costs for travel and communication are
included, to allow for the necessity and possibility of travelling
abroad several times 2a year. In order to establish business
connections uwith suprl iers and potan;ial customere it is necessary
for the people responsible for purchasing and markating to wvisit
the most important European fairs (e.9. Semaine de Cuir) whare the
entire leather and shoe industry of the world is raepresented. Not
only for marketing, but also for designing purposes it is most
important to see the new trend in styles and colours.

The constant training and ratraining of labour and staff is
required in any production plant. The cost is divided into 68-40
shares betueen the producticn and administrative centres.

The cost for +transportation includes the transport of
materials, finished products . but excludes the daily
transportation of labour if necessary to and from the city. This
would increase the cost enormously.

The utility costs are estimated at LE 309,080 and include
heat provided by the boilar, electric pover, water supply and the
disposal of effluents if necessary.

1t was considered necessary to calculate with unforesaen
costs in case of costs matearializing after the praparation of the

study or in caie of any other cost escalation.
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Table 3.
ESTINATE OF
OVERNEADS LE ‘o000
Production Adainistr. Total
Ho. Cost items LE LE LE
EXPENSES
1 Raintenance 300 So 350
2 Insurance 150 25 175
3 Communication 10 40 50
4 Travel 15 $0 65
5 Training 70 b{:] 120
6 Transport as 15 100
7 Rents 0 30 30
Subtaotal 630 260 390
UTILITIES
8 Heat 5 ] 5
$ Power 220 30 250
10 Light 25 S 30
11 Vater 8 2 10
12 Effluent 3 0 3
Subtotal 261 37 298
13 unforeseen costs 160 50 210

TOTAL 1051 347 13948
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?7.3. Conclusion

The manufacturing plant is divided into six production units
- each one specializing in a certain production item. The units
are controlled directly by their supervisors responsible for the
cutput and quality. There are separate workshops for maintenance
and sample manufacturing and designing. PacKaging is done in the
finished products store.

The tast and unit sole manufacturing units are equipped with
conveyors for material and workK-in-progress transport, while in
the other sactions specially made manuai trolleys uwill be used.

The total overhead cost covering maintenance, insurance,
cemmunication, travelling, training, transport, rants and

utilities (heat, light, power, uater, effluent) is LE 1.4 million.
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8. MANPOLER

8.1. Labour and staff

The personnel required for the project is assessed in Tables
4-%. with the requirements of each production unit when operating
at the planned capacity. The total labour inpu? is 221 persons
including 11 supervisors. The table shous a break-doxsn of the
necessary sKilled, semi-skilled and unskilled labour. The rate of
unsKilled labour employed is 25 per cent. There are i2 persons
employed in the maintenance wunit, all sKilled, except for 2
semi-sKkilled persons. For genearal services (cleaning, material
transportation atc.) 32 persons are plannad.

The administrative and technical staff for the uwhole plant is
olanned to be 24 persons; designing & pattern making, production
management, marKatirg & purchasing, finance & accounting,
administration and services (i.e. drivers). Their average salary
is calculated at betueen LE 1,888 - 4,800.

The annual labour cost is LE 646,833 including staff benefits
and taxes. The wages are estimated on the basis of the data of the
field wNorX: an average worker's vyearly wage is between LE
1209 .08-3600.90 or even less. The cost of the 24 administrative
and technical ctaff is estimated at LE 92,232 including staff

benefits and taxes.
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LABOUR AND WAGES

Production unit

Wages (LE/year/pars.)

Shoe lLast manuf.
Cutting die manuf.
Graded pattern manuf.
Insole manufacturing
Stiffener manuf.
Leather unit sole n.
Raintenance

General services

Subtotal

surcharge (26X)

TOTAL

- N b ob ad ab b

-l
-dt

Super Skil-
vi-
sor

pers. pers.

20

1
25
10

88

Semf= un-
skil= skil-
led led

pers. pers.

15 10
2 2
3 0

18 10
4 4

15 15
2 o
6 15

66 56

Total

perse.

Super-
visors
LE/year

3800

10800
3600
3600
3600
3600
3600
7200
3400

39600

10296

49396

Skilled
LE/year
3000

60000
12000

6000
33000
24000
75000
24000
30000

2649000

68640

332640

Seai-
skilled
LE/year

2160

32400
4320
8640

38880
84640

32400
4320

12960

142560

37065

179625

un=-
skiiled
LE/ysar

1200

12000
2400
o
12000
4800
18000
o

18000
67200

17472

84672

Table 4.

Yotal

LE/year

115200
22320
18240
87480

41040

129000
35520
64360

513360

133473

646833

SS
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¥
2
, lel. L 1%
B STAFF AND SALARIES
! Nusber of Average TOTAL )
! Cepartaent stafft salary
- pers. LE/year/p. LE
i 1 Desfgn & pattern making 3 3600 10300
: 2 Production aanagement 2 4890 9500
3 Rarketing & purchasing 4 3000 12000
4 Finance & accounting 3 3000 9000
S General managenment 3 4300 14400
6 Adainictraticn 2 2430 4300
7 Services 7 1800 12603
Subtotal 24 23400 73202
Surcharge (26X) 5C34 19932

TOTAL 27434 92232
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8.2. Training

It was found that tbere is no training centre or school in
Egypt either for technical staff or for labour in the shoe
industry. There are, hcuever training facilities for tanners, and
an unused training cen*re buil:® within the SLAP which is also
equipped with some
machinery (sewing machines and some machinery for assembling). Any
training being done at the present time in the footuear industry,
is carried out on site by the persons responsible for the
production; either the producticn manager or the 'supcrvisors, as
seen in some factories.

In the case of establ iching component manufacturing units,
training is even more important, Before and dur ing the
implementation period the staff, labour and maintenance personnel
should undergo special training. '

The preparatory training should be done eaither by the staff
of the machine suppliers and/or by other institutions familiar
with carrying out such programmes. The following personnnel should
be trained:

i/ operators, who should be trained in effective
WorkKing methods (movemant sequences), praferably using
analytical training techniques:
ii/ designers, and pattern maKers to enable trem to
utilize tuv the maximum extent the standardization
(co~ordination) systems:;

iii/ middle management, to control the realization of
the adoptead methods:

fv/ mechanics, who should be trainec in servicing and

repairing modern automatic or semi-automatic machinery.
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It is necessary, houever, %o re-train labour and staff
periodically. All training should taxe place after a complete and
sound training programme has been prepared, broken doun into goals
and targets to be achieved daily. It would be advisable for a nau
plant to train instuctors for the training of tha labour. Neuly
emploved labour should undergo a training course before being put

to uwork.

8.3. Conclusions

In the component manufacturing unit only 25 per cent of the
work force is proposed to bs unskilled labour. Because of its
special tachnology there is only sKilled or semi-skilled labour in
the pattern grading unit. In a fairly up-to-date factory it is
advised to employ skKilled 1labour to use the automatic or
semi-automatic machines to develop the sKills to Wwork according to
modern technologies.

Before starting up the plant it is suggested to train the
supervicors, designers, mechanics and the machine operators in
practical training courses specializing in their field of sorkK.

The yearly wages and salarizs in the plant are LE 739,065.
The propartion of the administrative and technical staff's

salariec is about 12 per cent.
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9. IMPLEMENTATION SCHEDUL ING

9.1. Construction period

It seems evident that the establishment of the proposed
production units is vital for the improvmant of zthe <guality of
Egyptian fooctuear. After the dacision is *taxken to consiruct the
component and tool manufacturing plant, the most important step is
to purchase the land or lease it +together wuith buildings, as
indicated before. If the choice is to buy the land and construct
the building, it is necessary to start negotiations with the
machine suppliers, in oreder to obtain import |1icences and
clearances, and to make all other arrangement so a3 to avoid any
deiay. (The machine suppliers mentioned in the study are listed in
Arnex 8.7 The building construction .and installation of the
equipment should be cleared with the suppl iers and the
authorities.

At the same time when the machine installation takes place some
of the labour and staff should be trained, so that trained
personnel uill‘bc available for tha testing of the equipment, for
trial production, etc. As Taole 6 shous, besides the training
there are other pre-production investments: such as carrying out a
foot measurement programme, range buitding, maKing arrangsments

for zuppliers and markKeting.

89.2. Pre-production investments

lWhen starting up a2 new plant there are several pre-production
costs (Table 6.) which should be included in the calculations,
such as pre-investment studies, detailed planning and tendering,

managemant of project implementation.




100
200
300
400
500
609
700

800

PREPRODUCTION INVESTMENTS

Discription

PREPRODUCTION INVESTMENTS
Pre-investaent studies
petail plannings tendering
Kanageaent of project impl.
Training of staft

foot measureaent prograase
fange buflding

Arrangement for suppliers
Arrangeaent for marketing
duild up connections

Subtotal

PRODUCTION EQUIPMENT

shoe Llast manufacturing
Cutting die manufacturing
¢raded pattern manufacturing
Insole manufacturing
stiffener manufacturing
Leather unit sole manufac.
Locally available equipaent

Subtotal

CIVIL ENGINMNEERING

Land

Site preparation

Buitding

Civil engineering equipaent
Subtotal

VEHICLES

vans (2)

Personal cars (2)

Buses (2)
Subtotal
TOTAL

share (X)
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Energy
req.

0.0

231.7
7.2
1.0

67.0
60.4
110.4

477.7

100.5

100.5

0.0

578.2

foreign
costs
LE

100000
11cc00
70000
120000
80000
75000
15000
20000
15000

605000

1038528
40385
78826

1380537

277209
958432

3773917

31000
22950
54000

157950

4536867
b ¥4

Local
costs
LE

2530060

50000
65000
30000

395000

122550
122550

850000
40000
1296G00
650200

2336200

3353750
43

Table 6.

Total
costs
LE

100000
110000
70000
370000
80000
75000
65000
85000
45000

1000030

1028528
40385
78826

1380537

277209
958432
122550 .

3896467

350000
40000
1296000
650200

2336200

81000
22950
54000

157950

. 7890617

100



61

These investments are self-explanatory. Tha necessity of staff
training was explained in Chapter 8.

It is evident that the manufacture of leather products,
especially Fcotuear( cannot be done successfully without
co-ardination of components, even at the lowast level of
mechanizaticn. One of the possible apprsaches for the development
of a standardization and co-ordination system uWould be to carry
out a2 foot measurement programme, which produces statistics of
anthropometric data, characteristics of the population. A shoe
sizing system should be elaborated on the basis of the
anthropometric survey, as uell as a co-ordination system fcr the
comoonent manufacturing. On the basis of the fout mtaguremnnt

stancdards rould be established or adopted <for the grading of

. patterns and last construction.

The other most important pra-investment factor is the range
building of the components, which can be done only after the
correct <sizine and co-ordinating system it eztablished. The range
building of <the products shculd specify all the tachnical
information needed for the :=ix production units:

i/ the tvpe of products to be manufactured:

ii.” the different =stylecs, uitrn documentation’

iti.” the gize range of the prcduc*s, the combined sizes
in the c2ce of comscnents?

iv/ c3lculsation of the smallezt feasible series’

w.” maving zrrangements for tooling (i1.e. moulds for

bloz¥ injection).

All 4+hese aspects should be solved before tha production 13

started.
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At the same time arrangements should be made for supplies and
marKeting, for which estimated pre-investment cost of LE 150,808
should be calculated, including expenses of travelling abroad. It
is advisable to visit several fairs to establish contacts with
different material and auxiliary manufacturers, as uell as to
become acquainted with machine suppliers. The same appl._s to
Egypt, so s te Knou beforehand the suppliers for the future plant
and to make arrangemants for materials. In Egypt it is aspecially
important to have ccnnections with wholesalers and shops, or to
build up a chain of shops for tha future groducts, due to the
sales policy: each factory has its oun shop or chain of shops
where their oun products are sold. (One of the most significant
problems of +the SLAP wuwas the lack of retailing or selling

poss ibilities? it did nct have its own shop.)

9.3. Conclusions

Pre-production investments should be calculated as part of
project implementation and are estimated at LE 1,000,888 with a
share of 68 per cent arising in fcreign currency shich is
equivalent to USS¥ 448,150. This inciudes pre-investment studies,
planning and tendering, management of projact implenentation,
training of staff, fcot meacsurement programmne, range building,
srrangerents fcr supplies and marreting, and establishment of
Yusiness ccnnections.

The grand total of +*he pre-production investment, including
eroduction machinery, civil enginearing (i.a. land, site
preparation, building, civil engineering) and vehiclies is LE 7.9
million, with 2 foreian excharige requirement of LE 4.5 million,

equivalent to USS$ 3.3 million.
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18. FINANCIAL AMNALYSIS

Financial analysis of the project will be carried out in four
major steps. First, cos<t a@astimates Wwill be
summar ized and examined for both investment and operation. Then
aales revenues uill be assessed and confronted with
these costs.

1n the next stage necessary financial means Wwill be discussed
and a Fimancial Plan of the project will be
developed in order to secure the desired liquidity and the best
allocation of funds.

Further, three main Finmanmnc ial statemants
that is ¢ Net Income Statements, Cash-Flou Tabla and Balance Sheet
will be prepared and examined.

Finally, commercial profitability evaluation will be <carried
out and some bas ic me asures o F
Fimancial v iab il ity uwill be computed,

Yo end this part of the study some elemants of financial
analysis under uncertainty conditions will be prasented,
specifically <the Sensitivity Analysis uwill be run for most
important parameters in order to examine the overall risk involved
in project impleamentation and operation.

For the purpccse of the financial analysis the COMFAR .3/
coftuare pacKage develioped by UNIDO ha: been wused. All relevant
printouts of financial statzments are attached to this report in
Annexec 1| (B3se Vaersion A), Z (Senzitivity Analysis), 3 (National

Economic Evaluation).

2/ Computer Model for Feazibility Analyssis and Reporting.



64

The life period of the project which has been assumad for all
COMFAR calculations is 1 yvear of construction and 13 years of

operation.

1#.1. Cost analysis .
Investment cost of this project has been split into fixaed
jirvestment, pre-production capital expenditures and working
capital.
Taking into consideration time distribution of investment
outlays, they have been divided into initial investment and

investment during production ("current investment®).

18.1.1.1. Fixed investment
There are three main components of fixed investment cost in
this project, namely?
2/ expenditures connected with the purchase of the land,
b/ expenditures connected with site preparation, as well

as costs of structures and civil works,

c’ expenditures for plant machinery and equipment.

A7 LAND

As irdicated in Chapter % .’r.”, the land mear Cairo needed for
the plant is relatively cheap, being ouned by the Government.
Several sugdgection: have been discussed in detail on to

locate the proposed plant.

£/ "Location and site®, pp. 33-37.
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Some of the ideas presented <(such as: wutilization of already
existing buildings or 1inkKing of the new plant wmith an old shoe
factory) aimi at decreasing the cost of land and buildings.
Houever, in order to be on the safe side, ¢this analysis is
based on an assumpticn, that a new building will be constructed in
a new site. Consequently the highest quoted price of land (LE
150.22/m2) has been used for further caiculations. Accordingly the

total cost of land has been estimated at LE 8590 9@0.

B/ SITE PREPARATICN, STRUCTURES and CIVIL WORKS

The suggested lay-out of the plant /1. is characterised by a
high degree of integration and requires relatively simple and
low-cost civil engineering.

Cost connected with site preparation, structures and civil

workKs are local ones and are astimated as follouws: /2/

LE
Site prarparation 42 Q09
Building 1296 Q09
Civil engineering equipment €50 2e9

TOTAL 1925 209

1 Chapter 6. Project engineering. pp. 38-45.

2.7 Compare Table 6, p. 57.



C.” PLANT MACHINERY AND EQUIPMENT

Detailed lists of production and auxiliary equipment (with
type names and origin) are Annexes 6€.1.-6.6. DMareover, these
annexes are +the information source con prices (CIF Etgyptian
harbour) and necessary quantities of particular items tc meet the
requirements of the ascsumed producticn programme.

Tahle 7 summarizes cost of prcducticn equipment needed for
particular products and cost of auxiliary equipment, both broren
doun into local and foreign expenditures. The next table (87

precsents distribution in time of thecse expenditures.

Table 7 - Production and auxiliary equipment (local/foreign cost)?
EQUIPMENT Foreign Local Total
cost cost cost
(LED (LE> (LES

1. Producticn equipment

1.1. Shoe last manufacturing 1 838 528 - 1 838 528
1.2. Cutting die manufacturing 49 385 - 49 385
1.3. Graded pattern manufacturing 78 826 - 73 826
1.4, Insole marnufacturing 1 388 537 - 1 380 537
1.5. Stiffener manufacturing 277 209 - 277 208
1.2. Leather unit sole manufacture 9S8 432 - 8958 432

2. ARuxiliary equipment

z.1. WYehicles 187 950 - 187 950
2.2. Other, locally available - 122 3550 122 SS
equipment

TOTAL 3 331 867 122 558 4 954 4<¢17
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Table 8. Production and auxiliary equipment (time distribution

----------------------------------- of expenditures)
LE '@8u
Description 1887 13888 Total
Local Foreign Local Foreign
1. Production equipment 8% 1 698 38 e 97s 3 897
2. Auxiliary equipment - 1864 - =4 158

(vehicles?

TOTAL 83 1 892 38 2 138 4 835

18.1.1.2. Pre-production capital expendituraes

The fcllowing table give information on the components

of

pre-production expenses broken doun into local and foreigr costs.

Table 9 - Pre-production investment
Pre-groduction investments Foreign Local Total
costs costs costs
(LE) (LED Le)
1. Pre-investment studies 1990 208 - 100 009
2. Detailed planning, tendering 119 298 - 1i© 008
3. Management of project imple-~
mentation 70 000 - 79 000
4, Training of staff 120 800 25SC @Pe 378 00Y
%. Foot measurement programme 88 099 - 80 209
6. Range building 75 Q8e - 75 008
7. Arrangements for suppliercs,
marKketing and 2 buiid-up of
cennections 50 982 145 989 195 089

TOTAL 605 982 395 209 1309 008
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19.1.1.3. Working Capital

The workKing capital requirements have been calculated by the

COMFAR programme and are presented in the respactive scheduie of
Annex 1. It has been assumed that the uworking capital must be made
available in the first year of production, that is 1988. For the
purpose of WorkKing capital calculations the fcllowing assumptions

ac to Minimum Coverage Periods (in days) have bsen made:

Table 1@ - Working Capital - Minimum Coverage Per iods

ITEM Minimum Days Coefficient
of Coverage of Turncver

Accounts receivable 3e 12

Raw materials

Local 30 1e
Imported Se 4
Spare parts 180 2
lWork-in-progress S e
Finished products S 24
Cash in hand 15 249

B. Current liabilities

Accounts pavable 30 12
Working capital requirements are subject to chansges in the
ctart-up period due to increasing production level. These
requirements in the period 1982-1992 are ranging from LE 729 520
to LE | 99% 9¢@. After reaching full production capacity in 19393

they stabilize at the lewvel of LE 1 312 4180.
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10.1.1.4, lavestmant Cost-Summing up

The schedule presanting main categories of total investment

costs is given below (Table 11).

Table 11 - Total investment cost (foreign-s/local expendituras)
Description Foreign Local Total
(WED (LE) (LE)

- T S - — Y R R W e e o e e e A S - A L L S S N W e e G -

1. Fixad investment (%)

1.1. Land - 850 909 859 809
1.2. Site preparation,
structures and civil works - 1 8986 28@ 1 986 2989
1.3. Plant machinery and
equipment 3 831 867 122 350 4 2354 417
2. Pre-preduction capital
expeiditures (¥ 605 000 395 608 | 298 0V0°
3. Working capital
Cat full capacity) 4354 798 1 457 6286 1 912 410
TOTAL 4 3891 657 4 811 376 ~ 803 027

x/ lnvestment cutlays in 1987 and 1988.

Investment outlays of the project are distributed over two
vears? 1937 and 19€8. Time distribution of these expenditures is

given in the table below:

Table 12 - Initial investment (time distribution of expenditures)
LE ‘'B98
Description 1827 1388 Total

1. Fixed inuvestment
1.1. Land 8306 - 830
1 2. Site preparation,
structures and civil

worKs 1 €30 336 1 9386
1.3. Plant machinery and

equipment 1 887 2 16g 4 055
Pre-production capital
expenditures 768 300 1 906
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initial investment expenditures planned for 1887 cover 188%
cost of land, 83%Z of all expenditures connected with site
preparation, structures and civi! works and 784 of all
pre-production capital expenditures. Only the share ef plant
machinery and equipment to be bought in 1987 is relatively lowar
- it comes up to 47X of total equipment cost.

According to the "Production and Sales Programme® submitted
in this study (p. 24.), the second year under consideration, that
is 1988, belongs not only to theconstruction period, but is at the
same time a start-up year for production of three (shoe lasts,
graded patterns and leather soles) out of the six products
envisafed.

The COMFAR softuare can accommodate production periods on a
vearly basis only and not fractions there off. Hence, investment
expenditures planued for 1988 were considered as investment during
production - and are presented in a separate schedule (Compare
COMFAR schedules in Annes 1).

Investment during production (Current investment) consist of
investment in uorxing capital and replacement already depreciated
fixed ascests.

Depreciation rates used in the financial analysis u«ere the

¥ollowing:

Plant machinery and equipment - 8 years
Building and other structures - 40 years

Vehicles - 9 years.
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Deta:i:led information on depreciation due in particular
periods may be found in the COMFAR schedule "Total Procuction
Cost® in Annex 1.

The following are some characteristic +Ffeatures of the

structure of investment outlays.

Table 12 - Structure of investment outlays

Part Description Total
(LE'9080)
A Fixed investment
(1387 + 198%) 6 891
B Pre-production capital
expenditures
(1987 + 188e) 1 600
C korKking capital
1988 738
Full capacity
1993 1 912

On the basis of available information the following ratios

could be computed:

1/ Foreign curr+ncy component in parts A + B 0.57
£/ Share of expunditures for plant machinery

and cequipment in parts A and B .51
3.7 Share of expenditures on site preparation,

structures and civil uworkKs in part A ana B 2.25
4/ Share of pre-production capital expenditures

in parts A and B 8.13




Among investment axpenditures - plant machinery and equipment
cost is the largest investment item (Slx-of greup A + B). 43 .39%
cf the initial investment outlays of 1937 are required in foreign,
convertibel currency. This is equivalent to ca. 1! 633 7839 USS$ 1. .
Foreign currency component of investment expenditure (including
workKing capital) in 1988 amounts to 70.27% (ca. | 837 981 USS) of
the total investment outlays planned for this year.

Total foreign currency component of investment «cost (1987 +

1998) amounts to the equivalent of ca. 3 471! 6390 USS.

10.1.2. Production cost analysis
Yotal production costs can be broken doun into +five major
categories:?

a/ Factorvcosts, which include cost of raw material, utilities,
energy , cost of diract manpouwer, repair, maintenance and
factory overheads:’

b/ Adminiztration overheads?’

c” Marveting and distribution cost;

d/ Financial const?

e/ Depreciation,

Coct ectimates for some of these items have been made in
crevious chapters (e.g. Chapter 4. "Materials and inputs”™; Chapter

7. "Plant organization and cverhead cost”"; Charpter €. "Manpouer”).

1. Acrording to the official exchange rate 1 US$ = LE 1.331.
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In this part the financial abalysis a summar ized description of
particular cost item is presented. The reference information can
be found in the COMFAR schedule "Total froduction cost® of the

Annex 1.

1#.1.2.1. Raw materizls and componernts

Precduction of twe item:: shoe lact:z and cuiting dies ic based
exclusivel on imported razuw materials and ccoFonents (mainly?®
special quality piastic and metals?).

Leather scles a-e manufactured mainly (991 in wvalue terms’
$rom lozal materials ard components. Ir three other cases the
share of local materials changes from 1/3 to 1/2 Bgraded patterns
- 36%7 insoles - 47%5: stiffeners - 52)).(s)

Detailed specification of materials requiremants for every
ftem of the assumed production programme is given in Annaxes
6.1-6.€.

Total material requirements broken doun into 1lscal and
foreign costs, at the pre-planned, target capacity, are presented

in the table belcu?

Table 14 - Total material requiremants

Product Local/\/ Foreign/2/ To%al
(LE> (LE)> LE>
1. Shoe lasts 129 S8°9 es2 111 981 708
2. Cutting dies 3 110 397 318 400 411
3. Graded patterns 12 267 20 683 32 95e
4. Insoles 854 712 943 oeo 1 799 712
S, Stiffeners 267 840 22€ 809 494 64@
€. Leather scles 2 731 42¢8 295 461 3 92€ &8s
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¢/ in value terms
1/ Including cost of energy.
2/ Including customs duty and freight.

18.1.2.2. Direct labour

Information on tctal cecst of direct iabour and eneploymant
structure is supplied {n Table 4 (p. 332). Thepproduction
programme assuumed in this project requires 210 sKilled,
semi-skilled and vunskilled workers, as uell as 11 supervisors. The
annual direct labour cost at planned target capacity is estimated
2t LE 6646 833. This figure includes a surcharge of 26X covering
social security, allowances and the payroll-tax. In the start-up
period louer direct labour cost (437 of the normal level) is
foreseen only for the forst year of operation (1988). Starting
from 1988 we have to taxke into cons ideration already +full annual

cost of direct labour.

10.1.2.3. Othar factory and cperating cost items

Annual sa2larias of the managers (staff) cof the plants (24
persnns) have been estimated at LE S2 232 (including 26X of
surcharge). The detailed structure is presented in Table S <(p.
33>,

Chapter 7 "Plant organization and overhead cost provides
information on utilities comnsumption and overhead costs (labour
and non-labour).

Detailed structure of these costs is presented in Table 3 (p.
49>. Annual cost estimates cover repair and maintenance,
insurance, +travel and communication, +transport, training and

rents, as well as utilities consumption cost (heat provided by a
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boiler, eleactricity, uater supply and disposal of effluants).
Together umith a provision for unforeseen expenditures they come up
to LE 1 393 008/year (at the full 108X production capacityl). A
summary of these expenditures is given in the table below (Table

15>,

Table 15 - Factory and ocperating costs

LE '089

Description 1988 1989 1999 1991 1992 1993-20@2

{. Factory costs items:

1.1. Utilities 72 185 226 239 265 268
i.2. Repair and

maintenance 3358 3350 350 35e 359 330
1.3. Spare-parts 125 125 125 123 125 125
1.4, Factory

overheads 430 4309 490 4380 499 490

2. Operating costs items:
2.1. Administration
cverheads 352 352 3352 3352 352 332
2.2. Sales costs 139 130 120 130 130 130
2.3. Distribution
costs ce 1] 61 79 71 =4
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18.1.2.4. Financial cost and depreciation

The project is to be financed by equity capital and a local
loan.

The local loan to be oftained in 1988) amounts to LE 3 738
898 and is to be repaid over 7?7 years with no grace period.
Interest charges of 12% are to be pPaid on the outstanding balance.

According to the specified loan conditions the financial cost
Wwill be terminated by 19S5. The financial cost is ranging from LE
4%@ 969 to LE 64 420, that is from 5% to ©0.886% of tha total
production cost. Details are presented in <the COMFAR schedule
"Tetal Production Cost® in Annex 1.

The sam2 schedule of the COMrAR programmne supflies the
necessary information ecn depreciation and amortization charges
calculated for every vear according to the assumed depreciation

rates, already specified in Paragraph 16.1.1.4.

10.2. Sales revenues
Censclicdated figures for net sales revenues are presented in
the COMFAR Cash-Flow Table in Annex 1. Sales revenues broken douwn

b pzrticular production items are specified ir Table 16.
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Sales revenues
in LE ‘000

Product

Shoe Llasts
tutting dies
G6reded patterns
Insoles
Stiffeners
Lesther soles

Total

Price
per unit
(LE)

18.00
720.090
35.00
0.65
0.15
4.390

1938

1053.0
0.0
35.7
0.0
0.0
2580.0

3668.7

1939

14638.0
345.6
5601
2340.0
270.0
4315.90

9164.7

1990

1872.0
648.0
76.5
2925.0
540.0
5160.0

1991

2106.0
73444
91.3
3515.0
T20.0
5805.0

12972.2

1992

210640
777.6.
?1.8
3510.0
705.0
5805.0

13055.4

:leto 16

1993~
2002

2106.)
777.6
91.3
3510.9
310.9
5405.9

13100.4

~)
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19.3. Financial plan

As mentioned before, the sources of initial funds are: equity
capital and a local loan.

It has been assumed that more than a half of investment cost
should be covered by equity capital, raised from interaested
enterpreneurs, financial institutions or the company wishing to
aquire this project. According to the available information, the
remaining part of the funds can be borrowed from local banks for 7
vears at 12 interecst rate - in case the equity capital is
ensured.

According to thic assumptien, the table below shous the
cuggested structure of initial funds. According to the simulations
done ¢~ COMFAR this structure of funds can provide sufficient
self-financing of the project in uhich cumulated deficit in the

cash-flou balance is avoided.

Table 17 - Sources of initial funds

LE '800
Scurces of funds 1987 1988 Total-
Equity S 637 - S 887
Loan - 3 758 3 758

Equity of LE S 087 (2]5]%] is sufficient to cover initial

investment costs of 13987. Debt equity ratio in this case is 42/98.

The l15cal loan amounting to LE 3 758 080 is planned toc be

dicsbursad in 1988, which is the second yaear of construction and

the first year of operation at the same time. Repaymant of this

loan should start immediately in 19839, with no j3race par iod. The

l1oan should ba repaid in 7 equal installments. Gradually
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decreasing interest charges of 12% are to be paid on the
outstanding balance.
Detailed presentation of loan repayment is shoun in the

COMFAR schedules.

18.4. Financial evaluaticn

Financial evaluation of a project requires preparation and
careful examination of three interrelated groups of financial
statements® Prcjected Balance-Sheet, Net Income Statement and
Cash-Flow Table. These documents have bLesan computed by the COMFAR
programme and are presented in Annex 1.

A set of important indicators of commercial viability
tfinancial ratios) has been calculated on the basis of information
provided by these statements.

Together with the internal "rates of return on investment
(IRRY and on equity (IRRE), as well as conmputed net presants
values (MPVs) they allow to assess commercial profitability of

the project.

12,4.1. Projected Balance~-Sheet
The capital structure analyeis of the project reveals a
rather balanced proportion of debt and esuity financing. The long
term deb*-equity ratio is 42758 at the beginning of the ocperation.
The liabilitiec side of the examined balance sheets is
characterised by constantly increasing amournts cf reservas i1n form
of retained pro;its. ft the end of the project's life they reach

the level of LE 22 =77 61@ which 1is ca. 73% of the total

liabilities or 80% if current profit of the $inal year is indudaed.




Accumul ated profits are matched on the assets side by an
increasing net cash surplus. Its share in the total assets comes
up to 93% at the end of the project's life period.

In the debt structure, the long term loan dominates in the
first half of the project's life. After the loan has buen finally
repaid in 19944, a small amount of accounts payable remains the
only outside liability. Value of fixed assets 1is fallingdoun
gradually from the level of LE 7 466 8380 at the end of 1988 to LE
2 =96 788 in 20@2. The shara of current assets (inventorias,
receivables) in total assets amounting to 19%-21% at the beginning

of operation decreases to 9-8.%X at the end.

18.4.2. Net Income Statement

Met Income Statement shous pocsitive gross (taxable)> profit
vielded by the project throughout the whole life period, except
for the first vear of operation, wuhen a losss occurs cf LE 847
POB. Thic is due to an unfavourable relation of sales revenues and
fixed rost at the very beginning of the start-up period. Houwaver,
higher output capacity in the tecsnd year gives positive results,
i,e. aross taxable profit yielded this year exceeds LE 900 080 and
reaches almost 119 of sales revenue.

In the tax-holiday period tne gross and the nat profits are
jdentical, increatsing gradually up tc the level of LE 2 898 330
Cca. 227 o+ to*al sales revenue) in 1332. From the sixth vyear of
operation a corporate tax of 591 is to be paid, thus reducing the
profits by nne half. Yet, the results obtained can be described at
laas* uc c<3tisfxctory. From 1292 cnuards the net Caftaer tax)
crofits ctabilize within the range of LE | 3543 808 - 1 681 01ie

(12-137% of total sales?. This sacuraes the annual rate of raturn on
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invested capital of ca. 11-112% in this period <(even 17.3% in

1993-1994>. Return on equity is above 38X.

i9.4.3. Cash-Flow Table

The CTash-Flow Table compares financial inflows and financial
outflous generated by a project in particular years. The Cash-Flowu
Table rroduced by the COMFAR programme exhibits both the financial
csurpluses Cor deficits) as a difference betuean financial inflous
and outflouws, ac uell as the net cash-flow for NPV calculations.

In our case, financial ocutflous are matched by 1inflous
throughout the uwhole life period of the project, except for one
vear (1995(, when a deficit occurs of LE 2 218 680. Houever, as
one mav read from the Cash-Flow Table, this deficit can be easily
rovered from already azcumulated surp.uses of earlier periods.

The Cash-Flou Tables prove that the financial liquidity of
*he precject is cecured. No additional financing (e.g. by a bank
overdraft) it necescsarv. The project generates financial surpluses
on the basis of available initial funds and self-financing.

The net cash-flow for NPV calculation is negative only in the
construction period (1327 and in the first and eighth vear of
speration. After full, pre-planned capacity haz been reached the
arnual net cach-flou exceed: (uith the excertion of 1995) LE 2 @09
29a.

The cummulated ne* cash flou turns positiva after the fifth
vear , revexling a P a3 bacik Perr iod of the project
close to six yaars.

The Cash-Flow Tables produced by COMFAR supply us with
additional information on the relation betwean local and foreign

inflows and outflows. Caraeful examination of <the cash-flow
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structure from this point of view indicates one of the major
chalanges to the project. The project is characterised by inflous
almoet erxclusively in local currency and by substantial outflous
in foreian currency 3t the same time. The balance between foreign
cash-flous is nejative throujhout the project’s lifa. Although the
project does not generate uitiirate Jeficits axpressed in local
currency . such a situation may mean an undes ivable drain on

foreign currency resources.

18.4.4. Ratioc analysis

Analysis of these three stiterents (Balance sheets, HNet Income
Statements and Cash-Flouw Tables) leaves rio doubt that the results
of financial evaluation of the discussed project should tle
pocs itive. 1t uwas always a good gractice, houwever, to take
additionally intc consideration some bBacic financial ratics, mhich
might revsal othter important aspects and consequences of the
projezt's implementation. Moreover, it is aluays interesting to
find out on the bacis of the ratio analysis to what extent its
results confirm conclusions already darived.

Some elements oF the ratio analysis have been alraady
undertaken. Profitability ratios and capital structure ratios have
been discussed in paragraphs 19.4.2. and te.4.1. This paragraph
deals with liquidity ratios and debt-service ratios.

Urnder liquidity ratic znalycis *he Current Ratic and the
*Quick® Ratio hzve beer evamined. The Current Ratio oscilates
arsund the leuel of 2.7, and vener drops belcu 3.8. The *Qu ick "
Ratio wariec between 1.12 and 1.3. Both ratics are in line with
the establithed 3and widely accepted standards. This part of the

analvsis reveals no financial squeeze.
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The Debt-Service Ratio is usually defined as a relation of
debt service payments (principal plus interest) to cash geaneration
(net profit plus depreciation).

Except for the first tuo years of operation this ratio is
relatively lou, charging within the range of 8.22-8.34. Netailed
results of computation are presented in Table 18.

First two vears of the start-up period are different in this
respect. In the first year the project yields losses, wshich are
euven bigger than the depreciation. In 1989 the 2xamined ratio is
much higher ¢8.38>, mainly due to the relatively low profits and
high interest charges. This is, houwever, not a serious situation,
if examined together with prevoiusly discussed financial
statements. Sufficient inflouw of financial resources in the
begirning of the start-up takes care of servicing the debt.

The ratio analysis confirms earlier conclusions. The raesults
obtained prove that the project can meet even demanding ba .«

requiremants.

12.4.5, Profitability measures

Tuo pbpasic measures of profitability - the Intarnal Rate of
Return (IRR) and the Net Present Value (MPVY) hav been computed
for the project, both from the equity ouwrner's and the total
investment point cf vieuw fzompare COMFAR schedu: . .oex 1.
Trase measures 2re bated on the distcounted cash-flow technique and

~rgate the central part s5f the whole financial analysis.

The recsults are prasented below. Afte -2 ing into
cor ~ation the expected cost of the capital to virm, the
the d.. . ranting r: . ralculation Was establ @l at the

level o '
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8.

-

Dest=service raztio

bgscription

Principal
Interest

Debt=-servite payaent
(1 ¢ 2)

Net profit
bepreciation

Cash generatfion
(3 ¢ &

peot-service ratio
(A 2 8)

1939y

536.90
451.00

937.%0

936,40

768.40

1704.80

0.50

1?90

536.30
J86.50

923.30

1931.60

768.40

2700.920

De 36

1991

536.82
322.10

258.90
2698.70
768.40

3467.10

0.25

1992

534.%0
257.70

794.50
2%90.30
768.40

35%8.70

Oe.22

1993

536.80
193.30

730.10
15649.00
639,20

2138.20

0.33

1994

535.80
123.90

065.70
1616.60
568,40
2185.00

0.30

Table 18.

1995

536.80
6450

401.39
16438.80
568440
2217.20

0.27

v8
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A/ RETURN ON EQUITY

Net Present Value at 13% equals to LE 4 841 4380, IRRCE) is

24.94%

B/ RETURN ON TaOTAL INVESTMENT

Net Present Value a equals to LE 4 946 Je IRR is

22.73%.

The leverage effect is demonstrated by the higher value of
IPR(E> than IRR, according to the assumad proportions of loan and
equity in the initial financing. Both NPV and IRR wvalues are

relatively high, proving high profitability of the venture.

10.5. Uncertainty analysis

Until nou; the financial analysis of the project has bean
carrieg out within a given frameuork. In +this eparagrach some
assumptions will be changed in order to apfrly risk analysis. This
is done in order o check the project’'s sencitivity tc changes of
most important a2ssumptions and parameters.

Tus main toole hawve tezn applied in the uncertainty analysis?

the Brea¥-Even Analyrsis and the Sensitivity Analysis.
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186.%.1. Break-Even Analysis

The main formula used for the Break-Even Analysis is the

following one?

px = ¥ + ux

where:

p = selling price,

output level,

x
L]

-
"

fixed cost,

v = unit variable cocst.

A/ BREAK-EVEN PRICE

For thic purpose the above formula is reuwritten as:

uhcreﬁt stands for the Break-Even Price in 3 given year "t"®,
Firct +the computation has been done for a typicaili,
full-capacity year of operation, 13985. The fixed component of the
roct (compare de*s in fparagragh 18.1.2.3. and 10.1.2.5.) coasists
mainly of factorv and administration ocverheads plus dapreciaticn
and equale LE 1| 78% 93@. This gsives the foliowing level of the

Breaw -Even Price?

. 1785 030 + / 9 802 800 = 1 785 030 / _ o.748 m 75%.
95 13 100 400
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Because of multi-product output structure, the result
obtained shous the minimum price level (in per cent), at which the
project breaks even in 1193935,

The residual margin 2f 25% indicates the grade of dependance
(for 199%) of the project's performance on the selling price
level. This margin seems to be relatively safe, but it has to be
Kept in mind that it is the maximum percentage price decrease
possible, if the project it not to vield a loss.

The proportions obtained for 1935 are typical for the whole
full capacity production period. Other Break-Even Prices show only
small deviations from the 1395 level. Here are the results of

calculation?

Table 19. Bra2ak-even prices

Year 18923 1994 199% 13886 1987 1838-2892

@ - > -~ ——— - ——— = - — . . " > = ———— = - D - A = - -

Break-even
price in (%) 7€.35 75.98 7=.2 7.9 74.8 74.9
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B/ BREAK-EVEN UNIT VARIABLE COST

The fcllowing formula has been used:

- x - T . -
ct = Lx_— » C95 = 00863 = 86.3 %-

The Break-Even Unit Variable Cost is 86.3%, wuwhich is a
relatively high. It shouws a strong dependance on the variable cost
level. The Break-Even PPoint for variable cost is 86.3° above
this level the projec* would yield a loss.

C.” BREAK -EVEM OUTPUT LEVEL

The following formula has been used:

5. = =L

t P-v

: 595 = 0,3512 =~ 35.1 % .

The Breav-Even Output level is only 3%.3% of the full
capacity output level. This is nainly due to a relatively low
fixed cost component as compared to a substantial diffaerence

betueen <sa2ales revenues and wvariable aperating cost. A low
Breav -Ever Point is a rositive feature of the vproject. In this
case +the fixed costs are absorbed relatively fast by the

difference betueen sales price and variable unit costs.
16.5.2. Sencitivity 9nalysis
The SGenzitivity Analysis has been carried oux for the
meetimportant financial parameters. It axamines the project’s
decendance on?
- cutput capacity <hanges,
- ryu materisal cost changes,
- cellirz £ ize chanzzs,
- intere:t rite changec,

- fcreiarn evchezrae rate changes.

The CNMEAP programme has been used to cimulate new conditions
of the fproject's implemartztion and to e:.amine its pearformarce

under differert assumptions. The results are presented in Annex 2.
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A/ CUTPUT CAPACITY DECREASE

A simulation has been run (Version B in COMFAR schedules of
Annex 2) to check the impact of nct reaching the pre-rlanned
taraet produntion capacity. Hence, a feas ible normal capacity of
8@ per cent is assumed in Version B as compared with S8 per ceant
in the Basic Version. The results confirm some of the conclusions
uhich have been draun from the Break-Even fAnalysis.

The IRR on total investment drops to 16.81% and the IRR(E)
ton equity) is reduced to 16.5%. The simulation reveals the
prcject is sensitive <to output capacity changes. The reduced
capacity level has a clear impact on the project's financial

position, but the results obtained seem tc be still acceptable.

B/ RAW MATERIAL COST INCREASE

Three simulations have beer run in order to examine the
impact of the rau material cos* increase. In the first case
(Version C in the COMFAR schedules, Annex 2> an annual rate of
inflation for these costs of 0.7 (uhich makes an index of 19.2%
at the end o+ the project’'s life> hass been assumed. In the second
cimulation (Version G in the COMFAR cschedule&s? consequences of an
annual increase of raw material cost of 1.0 (which makKes an
averall index of 14.9Y at the end> have been examined.

The third simulation (Version L in COMFAR schedules) assumas
3 rise in raw material cost of ca. 22! (2X on an annual basis) a1
the end of the project’'s life.

The results obtained prove +that the project cannot be

regarded as highly sensitive to raw material cost changes.
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In the 18Y% increase case (Version C) IRR is 21.24X and IRRE
equals to 23.88%. In the second trial! (15 increase) both IRRs are
<1111 above the 2@7 level C(IRR = 28.54 and IRRE = 22.210.

Even a hish increase of rau material cost of nearly 32%4 Cat
the end of the project's life’ causes a decrease of IRR anc¢ IRR(E)
to the level of 17.93% and 18.95%, respectively.

The difference betueen these results and those computed for
the Basic Versicn A (22.73% for [IRR and 24.94% for IRR(ED),
justifies the conclusion concerning the limited influecnce of raw
material cost changes on the commercial profitability of the

project.

C/ SELLING PRICE DECREASE

The impact of the selling price changes uas axamined in tuo
further simulations. First (Version E in COMFAR schedules)>, a
price decrease on all outputs of 10X Was assumed. Further (Version
F) a 157 decrease was examined. The resulte prove high sensitivity
of the project to changes of the salling price level. In Version E
(18%, price decrease) the IRR is reduced to 12.42% and the NPV,
being discounted at 13%, it a regative one. At the same time the
IRRCE) falls doun to 12.868% and the corresponding NPV is nagative,
as uell.

Version F supplies uz with stiil wcrse indicators of
commercial profitability. The IRR decrease:s to the unacceptable
level of 77.35% and the IRRC(E) is 6.13¥ (consequently, both NPVs

are even more negatiive).
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0./ INTEREST RATE CHANGES

This simulation refers to an increase of the interest rate on
the long term local loan. fin assumption has been introduced that
the interes rate goes up from 124 to 15% (Version G in the COMFAR
schedules). Under <this assumption the project's profitability
barely changes?! IRR equals to 22.73% and IRR is 23.99X.

The Sensitivity Analysis reveals in this case a very seak

influence of interest ra*te changes on the project’'s profitability.

E.- FOPEIGH EXCHANGE RATE CHANGES

Here, the impact of foreisn exchange rate variations on the
commercial profitability of the project has been examined.

The official exchange rite used for Basic Version A
calculations has bsen increased gradually by 25% (Version H of the
COMFAR schedules), S0% (Version 1) and 1987 <(Version K)>. This
means a higher price by 2%%, 3584 and 100 raspectivaly) of
foreign currancy (in this case US $) expressed in local currency
(LE). Being depandant on foreign rau materials, imported machinaery
and equipment and other imported inputs on one hand, and with the
sales limited only to the local market, the project seemed to Dbe
censitive to foreign exchange rate fluctuations. Tha simulations
confirm this hypcthesis.

In the first cate 73 2% increaze cf the foreign @exchange
rate) the IPR falls rapiidly down <o 14.45%, IRRE - tz 14.,50X.

The %0, increase of foreignm exchange rate causes further
draztic deterioration of commercial profitability indicators,
already intoc trhe unacceptable area of 7.%4) and 6.3574%. In the

4hird case both IRRs cannot be found.
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18.6. Final conclusions

The whole financial analysis reveals an adequate levael of
commercial profitability of the project. Its financial structure
can meaet typical requirements of banks and the financial
institutions.

The uncertainty analysis hnas proved that the project is
highly sensitive to selling price and foreign asxchange rate
changes ., in the first place. Therefora, a detailed analysis of the
future foreign exchange rate trends should ba recommanded. Alse
careful attention should be paid to the future price policy of the

company, and to the operating cost.
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1i. SOCIAL COSTS AND BEMNEFITS

The project will bring numerous benefits to the national

economy. These are the most important ones:

1./ This is an import substituting project. Most of the items
from its production programme are still being imported from
uest Furopean countries, which is adversely affecting the
Egyptian balanze of payments. Project's implementation may
result in substantial (ca. 2 mln US %) savings in foreign

currencv after these imports have been abandoned.

2/ Introduction of modern manutacturing t.éhniqu.s into the
Egyptian foctuear industry helps to raise preduction
standards ,to0 internaticnal leveis and increases the flexibility
of this industry touwards fashion changes in the world.
Moreover, it helps standardization of many important footuear
componaents . mhich leads 1o higher productivity, as well

as savings in tooling and sorkKing capital reiuirements.

3/ By changing qualitative and quantitative features of the Egyp-
tian footwear indistry, the project indirectly creates consi-

derable expo~t poscibilities for this industry.

4/ The project helps to utilize natural resources of Egypt - with
genuine leather in firct place. A good markKet will be provided

for the local! tarning arnd leatherboard industry.

S/ Project implarmntation means craation of 2435 nauw job opportu-

nitiaes. Mainly the skillad labour i{s promoted by the project
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realization. A successful start-up of the piant requires up-
grading of many professional sKills of the labour forcas

through specialized training.

6/ The project uwill genarate considerable cash flous? large parts
of these sums will be collected by the Governmant in form of

Corporate Tax.

The above general aralysis is discriptive and indicates that
further elaborate investigation of the social costs & benefits is
required. Such an exercise was not forseen as part of this study.
The information awailable in the study is inadequate for

calculating precise valuation of net economic banefits.
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Annex 3.

Terminology of Materials, Auxiliaries

and Components used for Leather Products Manufacture

Bas ic mater ials are processed directly from rauw
materials usually found in native state (e.9. from woo0d, oil,
ores . animal skins). The most important items used for composite
elements of leather products and/or their comgonents are:

- genuine (tanned) leather or leatherboard.,

- leatherboard, (leather fibre board)

- eimulated leathers (ccated fabrics, poromerics, foilsJ,

- textilez (fabrics, threads, yarns),

- timbers, board,

- ga2per cr paperboard,

- cork,

- rubber (natural and synthetic),

- plastice (EVA, PA, PE, PUR, PYC, TR, atc.),

- metals (mostly Al, Cu, Fe),

- paper or paparboard.

Aux il iar:y mater ials are thosa items used for
2ssembling of components, cleaninj3 and finishing, machine
servvicing e*tc. The more frequertly used auxiliaries are:

- adheszives and hot-melts,

- naile. tac¥s, ¢*aples, rivets, rings, wires, zippers,

- 13ces. threads, reinforcing and binding tapes,

reedlez, auls .
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- dyes, pitch, creams, talcum pouder,

inks, dissolvents, chemical agents, fuesls,

hydraulic ¢il, lubricants,

urapping materials, marKking/stameing foils.

Componeaen=ts= are cut (e.9. vamp, quarter, tongue, etc) or
prefabricated parts (e.g. insoles, leather unit soles) of leaather
or other materiale ready for assembl ing and further processing to

finicshed products.

Manufactur ing <toocls are frequently used
auxiliary equipments for cutting/trimming, perforating,
marK ing/stamping, forming (moulding), pressing, roughing, burning.,
pol ishing/buffins, sparing etc. The shce last is considered a
special Kind of tool, used for forming the upper and as a basis

for ascembl ing the footuear components.

Catter-mns are (generally plane) detail models of designs to
e et from sheet materials, uith bound edces for easy handcutting
or userd for checking the precision of tools or operation

performance.
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Annex 4.

Test results of the Egyptian leatherboard

from Model Tannery

A sample of the leatherbcard manufactured by the Model Tannery
uas examined for the purpose of insole manufacturing by the
gual ity Checking Department of the Rasearch Institute for the
Leather and Shoe Industries (BCK) in Hungary. The tests uere made
in January, 1986, the testing methods of +the leatherboard wuare

according to those of the Pirmasens recommendations.

Properties Oimens ions Values
Thickness mm 1.82
Tensile strength 1 Kp/mme 8.2
(Dry? c 2.7
a 7.9
Elongation at 1 v 11.9
break c 18.5
Ory)d a 14.7
Volume weight g/ cm3 0.75
Dimension change 1 A 1.67
(linear) c 2.67
a 2.17
Water absorption “ 21.2
Moicture contents i 11.3
Bending 1.7¢ non-cracKirng
RemarkK: 1 - lengthwise
¢ - crossuise

a - aver age




NATERIALS

SHOE LASTS
Msterial

HD polyethylene
LD polyethylene
Regranulated PE
‘Y’ ninge

Hinge pin
Spring

Thianle

Nails

Steel plate
Auxiliaries
Energy

TOTAL .

Share

unit mster. cost

Requir.
per pair

0.450
1.050
1.500
1.000
2.000
1.030
1.000
0.010
0.050
1.000
4.615

unit

kq

kg
pailr
sair
pair
paire

_ .
pair
XWh

LE/pair

Rate
LE/unit

2,05
1.20
1.50
J.50
0.70
Je62
0.26
3.70
Qab7
1.50
.24

339

Maximal
capacity
pairs

130000
130000
130000
130000
150000
130000
13000
130000
130000
130000
130000

Local
LE

143938
1643988

13

COSTS

Foreign

LE

119925
153400
292500
65000
132000
30000
33800
4310
43155
19500)

9467%0

8é

Annex 5,1,

Total
LE

119925
163800
292500
é5000
182000
80600
33800
4810
4355
195000
143988

1090778

100

¢Ll



MATERIALS

dRbRERANK

2 CUTTING DIES

Material Requir.
per plece
Steel strino 0.65%90
Metal components 0.200
Auxiliaries 1.000
Energy 0125
TOTAL
Share

unit mater. cost

REMARKS:
1 set=12 sizes
1 size=8 pleces

unit

]
kg
piece
KWh

LE/set
LE/pc

Rate
LEZuntit

5.60
0.86
0.02
0.264

370.75
3.86

Maximal
capacity
sete

1200
1200
1200
1200

Local
LE

3456
3455

COSTS
foreiogn
LE

4190328
19814
2304

4b144%0

99

Annex 5,2,

fTotal
&

419328
19814

2304
3450

444902

100.00

Lol



MATERIALS

3 GRADED PATTERNS

Material Requir.

per piece
1 Cardooard 0.022
| 3inding strip 0.150
‘ Metal sheet 0.055
‘ Auxitiaries 1.000
Energy 0.003

TOTAL

Share

unit sater. cost

REMARKS:
12 sizes/set
14 patterns/size
3 copies/oattern = 506
25X of patterns
tor hand cutting

unit

me
"
kg
pc
Kwh

LE/set
LE/pc

copies

Rate
LE/Zunit

0.95
0.12
0.460
0.02
0.24

Jo.51
‘0.0%

Raximal
capacity
sets

12030
1220
1200
1200
1200

Local

120640
554
435

;13030

37

COoSTS
Foreign
LE

10836
12096

22932

52

Annex 5.3,

Total
LE

12640
10886

554
12096
" 435

36612

100.00

Y i



MATERIALS

& INSOLES

Matertal

Leatherboara
Cardboard
Steel shank
Auxtliaries
Energy

TOTAL

Share

unit sater. Ggost

REMARK:
S0X of insoles
witnout shanks

Requir.
per pair

0. 000
0.100
0.500
1.000
0.422

Jdnit

me
kQ
palr
pale
Kwhn

LE/pair

Rate
LEZunit

2.55
0.95
0.06
.05
0.24

0.33

Maximal
capacity
pairs

6000000
6000000
6000000
4000000
6900000

Local
LE

918000

31680
949680

47

COSTS
Foreign
LE

570090
180000
3ooo000

1050000

52

Annex

Total
LE

918000
570000
180000
300000

314680

19799080

100.00

Selss

9L 1



MATERIALS

S STIFFENERS

Material

i.eatherboara
Adnesive
Auxiliaries
Energy

TOTAL

Share

unit mater.

cost

Requir.
per pair

0.016
C.010
1.000
0.020

unit

me
kg
pair
K¥h

»

LE/paiv

Rate
LE/ 'nit

2.80
3.20
o.01
D.24

0.09

Maximal
capacity
pairs

6000000
6000000
6000000
6000020

Local
LE

268800

28300
297600

Sa

COSTS
fForefisn
LE

192000
60000

2520020

45

Annex 5.5,

Totel
LE

2685800

192000

40000
28800

549600

100.00

LLL



BATERIALS

x £t 2t R I F J

6 LEATHER UNIT SOLES

Materiel Requfir. unit
per pair
Sole leather 0.340 kg
Topplece 0.040 k9
Adhesive 0.007 kg
Auxiliaries 1.000 pair
Energy 0147 Kwh
TOTAL
Share X

unit mater. cost LE/pair

Rate
LE/unit

5.60
2.10
6.78
0.17
0.24

2.24

Maximal
cepacity
pairs

1500000
1500009
1500009
1500000
1500000

Local
LE

2356000
126000

52920

33934920

%90

€COSsSTS
forely
LE

73290
255000

328290

ARaRe D'lh'

Total
LE

2356000
124000
73270
255090
52920

3363210

100.00

8Ll



No.

101
102
103
194
105
106
137
108
139
110
11
112
113
114
115
116
117
118
119
120

121
122
123
124
125

126

129

136

LA 8 J

SHOE LAST
MANUFACTURING

€quipaent

Injection moulding
Water basin

Mixer

Band saw

Coarse nill

Fine aill

Extruder

Posing oin

Water basin
Regranulator

Rough turning
Roughl&fine turninj
Band savdhinge cut
Slotting

Fine turniny

Toe dog takinj
Heel do3 taking

Tap plane milling
Insert hinge 2in
Tesplate ded
ailling machine
Attaching jacx
Formning press
Roughsfine grinsing
Steel shears
Griading machine

V cutting device
Hole arilling
prillingdninge ins.
Solzering fron
Perforating macnine
Termolate doring
mrarking

Template forming
mode( vice & taole
Hinge pin inserting
Teaplate shears

Subtotal

Moulad (injection)
Press nmoula
Handtools
Spare-parts
Freighttinsurance

TOTAL
Totel, LE
REMARK :

from the existing
plant (giza:

juppiier

DINLZELLI
CJuNZELLL
DONZELLI
T3
INCOAA
INCOYuA
INCOMA
InNCOMA
INCOYA
INCOYA
rew
INCOMA
INCGMA
INCOMA
ex e
e x
ra e
e n
inCO A

INCOM¥A
INZCHA
InCO¥A
INCOMA
IJlackideck
INCOMA
INCOYA
[ E &1
iNCC YA
‘NCO A
INZOYA
INCOMA
INCOYA
INCO™A
INCO4A
INCOMA
INCO YA

INCOMA
INCOMAA

179

Type

PAF/2

S.NOVAR,
S.NOVAR.

LFM S5
FFA

CCT/7A51D
LEMm 3
SFM 2
FEm 3
Lam 2
F5/2

F3A
1273413
SLA
PUuL A3
®33

RS 1315
FPC-P3¢

ATL

NPL
PPG

HPP/2AB

:t.

ek b mh § d ad oad md b mh e ad wd b o wd e

et wd (s ) =S

e s ed wmb e NS b,

2%
2

P w R R S . I e |
® & e o B» ¢ s » =

NWVO SO0 O

°.8

231.7

Annex

unit
price
us s

217000
13200
3730
1640
24300
27130
30440
3850
21468
13040
10200
43510
11350
14130
10030
3020
2920
2¢13¢C

13740

11120
5¢10
177>¢
3930
3220
1730
4352
923
5420
45¢C
950
11040
4820
9720
430
4350
2850

1750
750

]
O.-L.

Total
cast
us §

2172302
13203
3732
164D
24309
272133
50 44)
3350
21563
1308
1020)
4351)
11362
1413)
§032)
338
27212
2>8)
1374)

1115)
1532323
17702
733
3223
T4z
4359
923
Sec
w53
1720
2.2%)
6322
9733
1293
&35
23%)

574782
+¢30)
18203

7503
35002
7¢30)

76928

1058523




NO.

201

CUTTING DIE
MANUFACTURING

Equipment

Stand for materfal

. barrels

22¢

234

Material barrel

C 19732

Raterial darrel

¢ 19732-11

Manual steel shears
Hydr. steel shears
Sirare blades
Measuring device
Code nmarkinj
Revolving heas
Bending H/V 1
Bending %ools
Pattern pliers
Pattern clips 17/32
welding fixture II
Wwelding fixture [
welding machine wlvV
Picker press

Tools (upper/Llower)
Plates T“PL*319)
Plate 832

Tools B19¢8)32
Gringin) aachine
Stang for grinder
Grinding wheel
Cutting wheel
Pressing tools (set)
Marcer tool set
Knife gressar
Carpide tips
Stretching tools 790
Stretching toals
Hydraulic broacn 450
Bushing M1 or M2
broaching tool

Suptotal
Handtools
Scare-parts
fFreighttinsurance

TOTAL

Total, LE

jupplier

SKJMAG
SKOMAB

SKCMAB
SKIMAB
SKIMAg
SKJMAS
SKOMAB
SKJIMAS
N OLEY]
SKIMAE
SKOMAE
SKJIMAS
SKIMAB
SKOMAR
SKQMAB
IKSMAB
SKCHMAB
SKSMAB
SKOMAB
SKIMAE
SKOMAE
SKJO%AL
HLPLEY:}
SKOMAE
IKJIMAB
SKJIMAE
SKOMAB
SKIMAE
5KIPAL
SKJdmAs
SKOMiE
SKOM -
SKOMAB
SKIMADB

1435

-0
)

o
’
<

Type

11.122
11.131

11.132
11.143
11.153
11 7
1-

1.
11.2.1
11.510
11.311
11.372
11371
11.212
11.632
11.450
11.593)
11.532
11.969
11.4652
11.572
11.3+3
11.3645
11.341
11.342
11.535
11.530
11.72)
11.721
11.324
11.325
11.359
11.353
11.1353

Qt.

“w o~

wh P, wh md B Ny b UL S emh I ed b ) b ad wh ) ek N\ b oed ad b b by

Enerly
conse.
1 4]

2.6

7.2

Annex

unit
price
us ¢

2%0
370

420
650
2940
120
240
1070
570
1600
120
70

1630
830
133c
730
100
64C
270
70
750
27C
12

123
5¢C
58
20

1450
1020
3540
32
178

Total
cost
us s

522
1179

34
563
2743
63)
242
137,
59:
160>
249
73
603
15433
330
1337
79>
292
542
273
162
7463
293
s
<)
1¢)

115
123
1452
123D
35-)

-

10%
26663
252
12¢:
36403
29 31>

b0 38:%




No.

o1
3c2
303
Joé
305
3136
307
328
329

GRADED PATTERNS
MANUFACTURING

Equioment

Pattern
Pattern
Pattern
Pattern
Pattern
Rarxing
Pattern
8inaing
Pattern

grading
vice
shears
buffing
punchinj
set
pinding
moulaing
stud

attaching

Subtotal

KHandtools
Sprare-parts

Freight*insurance

TOTAL

Tocal, LE

Supplier

AL3EKO
AL3EKO
AL3IEXO
AL3EXO
AL3EKO
AL3EKO
AL3EXO
AL3EKQ

ALSEKO

135

(03]
—

Type

Nr.2S
Nr.19
Nr.20
Nr.26
Nr.23%

Nr.22A
Nr.26

Nr.29A

at.

—r ok e wd mn b by

-

Energy
cIns.
[ 4 ]

0.5

Annex

unit
price
us s

206450
320
&30
620
650
17¢
430

1230

1440

(92}
\ N

Total
cost
us $

41329
32)
48)
520
h4)
173
£5)

1¢32

164,

485%2




NO.

601

402
40%
6046

405
476
%37
438
409
410
&1
612
613

INSOLE
MPANUFACTURING™

tquipment

Circular d0ara
cutting
Splitting machine
Aut. production Lline
Cutting machine for
insolelshank pieces
feeding devica
Groove cutting
Mparking machine
Riveting machine
Insale moul3ing
waistsheel trimaing
Insole notching
shank piece skiving
insole ceaenting 4
shank attaching

subtotal
Mould
Harndtools
Spare-parts

Freigntrinsurince

TOTAL

Totaly LE

Supplizr

MO RACH
MO0nR:ACH
MCARCACH

M0H&IACH
MOHR3ACH
10AR3IACH
YO0ARIACH
S0XKIATH
Y0HR3ALH
mQHR3ACHK
“CHR3ACH
PO4AR3ACH

%OnRIACH

1042 1ACh

1.35

—
(0 ¢

Type

Nse 77

it.

-t b b

P NV IV S R SR Y N

inerly
CONS.

~NO W
[
" 0O

e P P Rl
* & L] L3 [ L ] [ I ) .

oOO0ONOCOO®NN

»
.
[+ ]

57.0

57.0

Ann2x

unit
price
us §

246430

7256

$9356C

35740
14190
14800
1155¢
13940
3405¢C

65590

3520
17745

52070

6.&.

25c¢2:

«50
b3
222302

102232

133¢537




NoO.

501
592
503
534
505
506
537
538
529

STIFFEN:ZR
MANUFACTURING

cquipaent

Strip cutter
stiffener cutting
Feeding device
Stiffener skiving
collector
Pre-movldin)
Sctiffener eoulaing
Cementing sachine
Stiffener drying

Subtotal
Moulc¢
Handtools
Spare~-parts

freignhttinsurance

TOTAL

Totals, E

susplier

OnRoACH
MOHAR3ACH
MOHRIACH
SECOH+
SECOH
3ECOM
3eCCH
SECTH

S5ECOM

Tyo:

57

SJe
SJz

U 3¢

R 37

G 3

v &)
SC 763
s 7179

a4t

A P oy (v Ny =b b =

e

Ami x

unit
price
us §

24430
34750
1120
£250
3430
31830
13120
70679
1710

53C

6.5'

Total
cast
us o

24480

56763

14123
452)
7.6
7503
266

15342

15423

13557¢:
1622)
32G3
£5C)
1:2C3

2355w

17y




Noa.

631

602
603
604
605
606
607
698
60¢
610
611
512

613
614
15
ol6
617
618
619

LEATHER UNIT 350LE
MANUFACTURING

Equioment

Cutting press
Surface scouring

Splitting, staepoing

Sole roughing
Sole ceaenting
Dryer

Sale eaze pouniing

Trimaing

Lift splittiny
Lift rougnhing
Lift cementing
Pressing & heel
base preparing
Heel scouring
neel polishing
Heel pressénail
Sole trimning
tkdge inking
€age polishing
wnettiny machine

Sabtotan
Janzzools
Soare=piarts

Freightetinsirance

TITAL

Total, LE

<neryy
suppliar Type Jt. cons.
(4 )
CAZY ¢ 235} 3 24.0
SCHAFER A3A 2 2.0
3RUGSI CN=yP 1 %.0
3RiG1 SF 1 5.6
IRUGHS SJOLA 2 1.0
IRJG I ES 2 S.0
3RJGGI Fi i $¢.0
IRJIOL 3L (e 1 2.0
3RJGSI SF 1 S.6
IRYGS!E SJGLA 2 1.0
RJUG S Rig o 10.0
AJaal e 13 3 18.0
sRIGSI 3 14 5 6.0
sRu3SI EL/3 3 3.0
~RJGII Fl/1 ? 8.0
~RJ3GI C2/710 b) 4.8
“JauGl 3el/752A A 4.9
1RJGSI a</ 1 Oob
110-‘
113.‘

1.35

Annex

unit
price
us §

22330
4100
35720
13130
4470
17730
3530
373.0
+53%0
13130
4470

5890
«172
3120
36«0
23560
11619
3110
3110




NO.

701
702
793
704
735
736
707
738
739
71c
711
712
713

LOCALLY AVAILABLE
EQUIPHMENT

g€quipment Suoplier

Wark dench

Chair

Container
Contsiner
Cantainer
Trolley

Trolley

Trolley

Storing shelf
Closevs for taols
Cleaning equioment
Transporter belt
miscellaraous

TITAL

-4

(68
(U]

Type

Larje
MeGium
snatl
Lar e
m2gium
snall

set
Line
seot

it.

3
25)
120
173
25)

12

15

15
302

-, b

cnerly
cons.
Kw

Ann2x

unit
price
Le

120
50
28
22
1

200

290

130

140
320230
3030
370.0

6.7.




~°.

851
802
803
804
805
8oé
807
808
809
810
811
812

813
B14
81§
816
817
818

OTHER EQUIPMENT

Equipment

BUILDING EQUIP.
Boiler

Silo

Compressor
Cyclone
Ventillator

Scale

Exhausting system
Compr. 3ir supply
Transformer

Crape

Transporter
Miscellaneous

Subteotal

MAINTENANCE

Lathe

Jniversal milling
pritl

6rinding

Hang tools
Miscellaneous

Subtctal

QDFFICE EQUIPMENT

FURNL TURE

TOTAL

Supplicr

INCOMA
INCCMA
INCOMA

INCOMA

Various

186

Type

set
set

Line
set

set
set

sét

set

—_ ) =t D D AN ) -

_- . R -

€Enarqgy
cons.,
kw

12.0
4o
246.0

12'0

100.5

Annex

ynit
price
LE

$5000
32500
5200
37000
7400
850
43000
1800¢
28000
65000
95Q0
«5000

22000
26000
12000

800¢
20000
40003

£.8.

Total
costs
LE

€s000
32500
1ou00
37200
29600

1700
4300¢C
18Q0¢
28000
65000
19000
45000

TR4200

12G0¢
260C¢C
260C¢
1400¢C
2ccee
42035¢C

1560C0

6Q0cC

500c¢

650200
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Taking
measurements

Sample last for
middle size

1

Preparing graded
master patterns

Pattern series

Master last
preparing

Last & negstiv
form for moulding

metal plate

Master mould
for dog taking

Annex 7.1,
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Injection aoculding

Annex 7.2.

&k rough turning
l
| i
Rough & fine Scecp cuttiag L——-—ﬁ
i |
¥® cuttiag - x |
: b Hole drill (4]
Biage cut < il I |
- -
m
n illing, I
Mg M o pins inserting | o |
= o
-~ [} l
= (3]
Asseadling Scoop fixing @ |
l _J
e o _ —_—__—C - - - J
S Fine turning
Toe dog taking Tesplate cut
Heel dog teking Tesplate
Top plane milling Template boruj
Veste exhousi = Thisble inserting
o Marking
L]
- 1
Templete bded Tomplate
Veste stor “
ste storing ~ aillin
-
-
Cosrse ailling " Templete sttaching
*
o
rine milling o Porming
~
(2]
<
Regrsmuleting » Templste trisming
g inding
Tesplote cutting
Marking,pecking

TERMRPLATE

PRODUCTION
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Psttern grading

Cutting steel
strip

Bending on
patterns

|

Welding

Code marking

Reinforcing

Annox 7.3.

|

Inserting

marking pins

Cutting knife
dressing

1

Checking,
packing




Pattern greding

Cutting pattern
from metal sheet

190

.

Cutting binding
material

Hole punching

Binding material
moulding

Marking

|

Pattern binding

Pattern buffing

Pattern stud
attaching

Packing

Annex 7.4,




INSOLE

STRIP

Sosrd cutting

l

Insole splitting

1

Cementing,drying

Strip pressing

Strip cutting

Insole & shank

cutting

191

o

Annex 7.5.

Insole cutting

1

Groove cutting

i

Stamping,markin

Shenk riveting

i

Shank skiving

Insole moulding

drying

Insole cementing,

Shank piece

l

Waist & heel
trimming

Insole notching

Packing

INSOLE

CONTINENTAL




1 92 Apnex 7.6.

Strip cutting
of leatherboard

Stiffener
cutting

stiffener
skiving

stiffener
pre-moulding

stiffener
moulding

Cementing

Drying

Quality'checkin%

Packing




Sole, 1lift cuu.mg] 193 Annex ~.7.
| ‘ {
R ]
Sole scouring Lift splitting
T M :
i |
Splitting Lift roughing
[ 1
i \
Roughing Cementing, B
c"::;iﬁg' Pressing
o
) 1
Heel bese
Edge pounding preparing
| |
i |
Pretrimming Heel scouring
] l
|
% Heel polishing
‘l—_—. — — o - ..}_.-_—- - —— ———-i
Heel & sole

pressing, nailing
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Annex 8.

MACHINE SUPPLIERS MENTIOMED IN THE STUDY

1. Albeks Schuhmaschinen GmbH
D-599@ Frankfurt am Main
Postfach 118151.FRC

Tel: @69) 231047 Telex: 413172

2. Coctruzioni Meccaniche BRUGG!I s.a.s.
27229 Vigevano.”Italy

Tel: (9381)> 4968

W

Incoma o.m.r.
21210 Germignaga ((VA).”Italy
Yia A, Diaz 28-41

Tel: 51687 Telex: 3205355 omr

4. XAEV Konnyuirsari Gepgyarto Vallalat
1393. Budapest P0OB 323/Hungary
Bud2pest, Y!., Rczsa F. u.33.

Tel: 224-887 Telaex: 4121

5. Manrt3ch Maschinenfabriv GmbH
€Bc| Piszchusiler -Mihlbach 1/FRG
Murnschueiler Strasse 2-S.

Tel: rAC37E) 421-402 Telex: 04522¢3
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Olendinamica Donzelli
29929 Sola~o0 (Milano)/Italy
Via della Republica 24.
Tel:

Telex: 34128 oleodon

Presma s.p.a.

21949 Torba di Gornate, Olona (VA)./Italy

Via Varese 19.

Tel: (©331) 820159 Telex: 324636 presma

Skomab International GmbH
A-1232 Wien./Austria
_:zilichegacsse !.

B222/67 3€E01-92 132377 sKoma

Tel: Teliex:
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Appendix 1.
Coumrnntry fileae
by

Magdolna NAGY, Ferenc SCHMEL

Research Ins*itute c+¥ the Leather and Footuear Industries

The Recearch Institute has been subcontracted by the
UNIDO for preparing a pre-feasibility study for shoe
components and auxiliaries mznufacturing (project
No :DP./EGY./85/803).

The froject carried out a four-ueeK survey in Egypt
between the i5th November and the 14th of Decamber 1SSS,
during uhich the experts visited :several governmental and
private shoe factories ard tanneries collecting
techno-economic data concerning:?

- markKet situation’
- expor®*. import regqulations:’
- tavaticn system’
- material inputs

- materizl suopply,

- range and quality of materials used

for components’
- prejzct ergireearirg, civil! ensineering & ccstcs;
- equioments ;uailat!e incally?
- ouerheads® factory, administrative and sales costs’
- mynpouer: labour availability,
- their svill lewvel of *raining,

- wages ana salaries in the industry.




In the follomwings the most important data are 3iven
under the name of each factory including its address and the
name of the manager. Whereever data wer2 available they are
noted under the headings of:

- production range.,
- product price,
- daily production,
- wages,
- ccets and
- factery charactericstics.
Such information may be uceful to experts visiting Egyet in

~onnection with the shoa or lesther industry.

1t is roaported that in Egypt there ara: about 6,540
establishments in t%e choe industry and their production is
around 57 million pairs of leather footuear. Most of the
productisn units are situated in or around Cairo and
Alexandria and may be broken doun ac follous:
€,47@ small units wiih less than 10 employses,

66 semi-mechanized workshops,

19 fully machanized faztories.
The most irpcrtant factories wvisited are the Bata Shoe
factcrv. International Shoe Company, Kuwait Egyptian Shoe
Ccmeoany, 2M Company, Egvptian Italian Company, calat Conmpany,
Ladies CShoe:z Factory {Ale:andriz), Artlezer. Among the
vizitaed *anneries are he Egyptian Liather Company, £. lNlasr

Tanning Comzzn and the Cairoc Tarnins Compary.
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Persons me t

M. Ezz3 Dien Ibrahim

M~. Mohamd Hafez El-Ashry

M~. Foaddamatallah

Prof. Dr Hassan El Sissi

M. Mohmd Helm: Racsad

Mr. Sala El Macauwy

Mr. Ahm#¥ Abd E! Fatah

M. A. EMafie

Mr. Mohaed El Auadi

M~. Emaoft. H. Hassanein

M. AbdI Kader Abd E1l Hamid

Mr. Sob® Mrhamed Deman

Mr. Kade A, Haraui

M, Mohmd Llazfi

Mr. Ahrw Helm:

Manager
Chamber of Leather Industry

Assistant manager
Chasber of Leather Industry

Secretary
Chamber of Leather Industry

Member of the board
Mational Research Center

Mermber of the board
Glcve factory -

General manager
Governocrate of Ciza

General manager
Cooperation Society

General director
Egyptian Kuwait Snoes Co.
(SLAP>

Engineer
Egyptian Kuuwait Shoes Co.
(SLAP)

Chairman
Egyrptian Leather Company
(Model Tannery)

Chief of production sector
tlodel Tannery

Crief of Techniczal sector
Mzdel Tanrnery

Productizcn general manager
Irternaticnal Shoe Comgany

Mar.azirng directcsr
" Artlezer " Ccmpany

Gereral marager
Nile Leatherboard Company




M.

M.

[

Aly Shorosh

Ramadan Shoroch

Hassan Ali Hassan

Ali Hassan Said Abousena

Moh. Taufic W. Yamout

M. Phonem
Hossam Zalat

Ismail Zalat

Taher R2g2b

K. H. Ramadan

Hassan llardani

Moresi Mahmoud

Yehia M. S. Al MokKadem

Ibrahim Loufty E! Saied
Mohamed El rzxi
Mohamed El -Khawanky
¥amal B. Micheal

Anu3r Abou El1 Khier

Mohamad Macsr

Moustafa E1l Khadi
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Managar
Shorosh Company

Manager
Shorosh Company

Managing director
Cairo Tanning Comgany

Manager
Tannery & PVC sole factory

Engineer
Al Shanti fer Chemical Ind.

Export-import representative

Partner & manager

Pxrtner & manager
2 ALAT Co. for Shoes

Director
Z M Conmpany for Shoes

MarKeting manager
Esyptian ltalian Company

Managing director
Wscden last factory

Production manager
B A T A Shoe Factory

Chairmarn of the board
tlasr Leather Tanning Co.

Production sector manager

Production manager

Admin., sector managsar

Chief of engineer

Managser &L cesigynar
Ladies Zhoes Factory

Shoe manufacturer

Heel manufacturer
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Name o+ factory?! Egvptian Kuwait Co. (SLAP)

Manager: M. Mohamed Nafie
Address: 22 ¥km Cairo-Aiexandria Desert Road

Telepohcone: 92350339 - 3825962 Telex:

The factory uwas built in: 1989,
The production started in 1981.

Production range: men's
---------------- ladies '
children's

Price of product: LE 35.06/men ‘s footwear
---------------- LE 14.52/ladizs’' shoes
LE €6.890/children’s
LE 4.0C-tabies’®

Production capacity 1,302,000 pairs/shift/yvear

Dailv ercductiont 1,000 pairs./2ay

Manpowear:? direct labour: 300
-------- office st2ff? 2%
Wages ® LE 199-160.00/month.

Factary chracteristics:

1. The fa_tory is fullv mechanized, with up-tuv-date
mathinery,

2. Techrical assistance was given by Ball:. experts.

2. The factory has finan-ial di1ffizulties and lacks
worving capi®tal.

4, Dosasn't have zhannels for Jdistribution.

® Hact 3 cutting die, insole and stifferer prcducing unit.

6. Has a training center for upper manufacturing.
7. Has ameolae sparce fcr cthear manufacturing un.ts.
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Name of factory: International Shoe Co.

Manager: M. Kadry A. Henawi
Addresc: E! Basateen

Telechsne: 3520718-520187 Telex: 23826 ELCO-UN

The Factory was built in?

Production range? men's fcotuear (true moccasin, casuai)
---------------- children's shoes

Producticn capacity: 1,000,088 pairs/year

?iiit-itiiiitiitg 1,600-1,880pairs.”day (one shift only)
Manpcuer: direct iabour: 200

-------- office stalff: 45

Ttg:i: LE 139-1350.82./month

Costs:

Factor: characteristics?

1. Recieuas tha lezther & leatherboard from ths
Model Tannery.
2. Delivers the waste to the leatherboard producing unit.
3. Uses their oun leatherboard fo-~ producing insolas
and stiffeners,
4. The f3rctoryv is worVing at about %0, of its full capacity.
%, The marager *rains the workars on site,
1%5-2% worKers at a time.
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Name ¢ factory: Model Tannery tEgyptian Leather Company )

- ——— - — - -

Manacet M. Sabhy Mohamed Osman

Addrex F1 Basateen

Te'epine: S28187 Telex: 23826 ELCO-UN
Produgior range:? upper leather
e ———mem—m o= lining leather

sole leather
leatherboard

Pr icesf product: upper leather: LE 1.2875q.Ft.
------------- lining leather:LE 1.08/sq.ft.

sole leather: LE 3.090.kg

leatherbcard: LE 2.00/K3 (1.8 mm thickK>

Produ—ion capacitytupper % lining:? 12,000,002 sq.ft. vear
e — - ——-———— sole leather: 900 tons./year
lextherboard: 1,282 tons./year

Dailsvmroduction:® upcer & lining: 10,008 .88 sq.ft./year

B el ddd cole leather:? 498 tons./year
leatherboard:? 1,082 tons./yeai

Manpasr? direct labour: !,420

—————— cffice staff: 2903

Liszges LE 130-1%0.08 - montt

Pr icerf land: LE |,079,200./18,080 =a.ft.

ca-+» charatteristics:

e D = - - ” - e - =

1. Imrted about 2,208 tons of drv-salted hides from Sucdan.
2. Twtannery iz able to export uet-blues, cruits
asplits.
9, Ss leatherboard to the Interrnational Shoe Co.
acziell as *to private shoe manufacturers.
4, Releves waste from the above company.
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Name of factory?! Nile Leatherboard Co.

Manager: Mr. Ahmed Helmy

Addresc: P.C.Box 39

Telephone® 6480149

Production ~ange?

Price of product:

-———— - ——— - - -

Productior capacity:

Daily productionr:®

Shobra El-Khema, Egypt
Telex: 92514 ETECC-UN

leatherboard: 1.8-3.8 mm thicKness
(the production startnad in 1878.)

LE 3.2/ heet (1.5 mmthicKness)
(1 sheet yields 33 pairs of insolis)

1,5e® tons./vear/1 shift
(msx. 2,080 tons?®

{1,099 - 1,508 tons./year

direct labour: 10@
office staff? 18

LE 1290.09/month

Costs: - rauw materials &

----- chemicals?
- salary?
- service?
- others:
- interest:

LE 656.08.1 ton of leatherboard
LE 118.08/1 ton
LE $7.88/1 ton
LE 112.98/1 ton
LE 196.90/1 ton

- consunptiunf LE 131.08.”/! ton
- miscellzneous? LE 30.80/1 ton
TOTAL: LE 1,213.86/1 tan
water: LE 2,000.00./ronth
eleztricity: LE B8.23.KWh

*rancportation: LE 0.8l /sheet

Factory zharactzristice?

1. Impor+s atout %P2.802 LE worth of chaemicals vearly,

m2inly latex,

2. 2¢ the present moment msst of the products are on stock,
due to the "probleme® 1 ith the quality.
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Mame of factorv: " ARTLEZER * Co.

- - - ——— -

Manager®: Mr. Mohamed Wasfi
Address: 268.EL Sersany St. Abbassia, Cairo

Teiephone? 821872 Telex:93174 HEDIEA

UN
Catt.Wasfi>d
Production range: men's Footuwear in 60X of production
---------------- ladies’® shoes in 38X

children's and bat ies' in 108X

Price of product? average price: LE 11-13.08/pair
Prcduction capacity: 125,809 pairs/yvear
Daily production? 5890-780 pairs/day of men's shoes
---------------- 200-258 pairs/day of ladies' shos
Manpouwer: Jirect labour: 110
e ———— office ztaff:® 15
Wagecs ! uvprer cutters: LE 30.08./day.”/108 pairs
----- sewing machinists: LE 20.89./day. 59 pairs

acssembling: LE 100.090 + 100 bonus

Costs: uater: LE S5B8.08/month
----- electricity! LE 450.0C./msnth
building?: foundation + LE 250.00.m3

Factecry charaztericstice?

1. A+ *he rresernt time the factory is semi-mechanizec.
2. Ladies' foctuear, sandals as well as thoes are
ctill tand-lasted.
3. Exrerts about 520,920 £ uorth of goods to
Arabian countr ies.
4, The f3rtsrye +trains workKers on site.
= (Cuerhead costs are about 390 due ts tne big quantity
of producte cn stock.
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of factory: Factory for uwooden lasts

Manager ! Governorate of Ceiza
Address:

Telephone: 8223350-8352B44

The factory was built int 1976

Preducticn range?

Productior capacity: swould be about 300-480 pairs./day

- - —— - - - - - -

1. The factcry equipment was bought from Maschinenfabrik
Seidl KG,, consisting of wooden last manifacturing
machines and common services unit for shoe rakers.

2. An Eguvetian technizizrn waz *“rained in Pirmazens shoe las?t

f2ctory and Fc-*tunas factorizs.

The £37tor: has rever be&rn started due to the lack of

experte ocperating the machinery. The Egyrtian technician

haz left Egypt after the trainins abroad.

4, Since 1975. the mazhinery has never been used,
is «ti'l orn zite.

W
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Name of factory?! Cairo Co. for Tanning

Manager: Mr. Hassan Aly Hassan

Address: 63. El Foustat St., 0Old Cairo «
Telephore: 844389 Telex:®

Productior range? shce upper leather

---------------- sole leather

garment leather

PYC soles for mer & children
leather soles with PVC injected
leather solec for men and ladies
stacked %eels

Price of raw materials: LE 35.9@.-hide
---------------------- LE 10.88/Buffalo calf hide
LE 25.8@ LE.buffalo hide
LE t,S2@-1,620/1 ton of PVC granules

Production capacity: 153 tons.’year/sole leather
------------------- 1,000,800 sq.ft./year.-upper leéather
2pe ,002 pairs of PVC scles/yvear

Dailv production: about 60-70 of its capacity

Manpokar? direct labour: SO©-6€

-------- office staff: S

Wages: LE 4-8.88/day - piece Work in

----- solae production

Costs: office & factory overhead cost? e %

----- mould makKking in Italy?® Uss 1,288/1 mould
electricity: LE 1,000-§,508/month
water, includirng sewaje: LE 308./month

Factory characteristics?:

1. Hae ar. inctalled csmera in each work shoFr ,
controlling the trzinses at uork.
2. With ever neu style cf sole the cus*omer is given
samrle lazts in every sizZe.
9. A+ the present due to the market possibilities the factory
is reducing the sole production and is increasing
the leather preduction by introducing tuwo new drums .
4. Once the factory was exporting leather to France,
but at prasent it is prohibited.
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Name of factory! Aly & Ramadan Shorosh

- - - ——- - - -

Manager: M. Aly Shorosh
Addresc: 14, Masna El Harir St. Gamalia

Telephone: 824777-888 Telex: 720 ATABA UN

The factory sas built in:

Production range? -different types and sizaus of nails
---------------- -tin cans painted or unpainted for
suprliers
-zshoes polish in all colours,
-shoe laces

Manpower? direct labour:See

Name of factory! Furnishing material producing unit

Manager: Mr. Mohomed Ghounim

Address: Shoubra El Khoma

Telephone: 948819 Telex:
Production range: - solid shoe polish
---------------- - ligquid shoe pPoiish
- floor polish
- nails

- tin cans for themselves

Msnpcuaer: total: 30

W23es s 4-3% LE/day
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Name of factorvy: Abou Sins ‘factory for PVC scies

Manager: Kamal fbou Sira
Address: Old Cairo

Telephone? 942124

Production range: - fully plastic shoes
---------------- - ocne or two coloured PVC soles
- upper leather

Price of product: two coloured PVC soles?: LE 8.75/babies’
---------------- LE 1.5/ men's
one coloured soles: LE !.80/pair

Production capacity:

Daily production: 3,508 pairs./day/one shift

Manpouer: direct labour: 28 in sole production
-------- 20 in tannery
3
Wages® LE 200./month
Costs: USSs 1,208./mould from Italy

----- LE 1,488/ton of PVYC s3ranules

1. At the mcmart there is no fully plastic shoe production
due tc lack of demand.

2. The managers opinion is that there is no market for
the tuwo coloured soles at the above price.

3. 1t is more economic to produce leather at the praesent
time instead of solas.
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Name of +actory! ARl Shanti for chemical industry

Manager: Mr.J. M.fhmed Al Shanti

Address: office: 4] Abdel Khalek Saruat sSt.
factory: Madinat El Asher, Min. Ramadan B,l Area

Telephone: -J5583 - S083E3

Productior ~ange:t PVC granules: transcarent & master

---------------- batches,

plastic shoes: fully plastic shoes,
boots .,
sport shoes with
textile upper,

PYC sheets, rolls,

-~ pipes, bottles, etc.,

detergents ,

t

Price of product: PVC granules: LE 1,488/ton
---------------- fully plastic shoes:LE 8.75/pair
sport shoes? LE 3.08/pair
PVC boaots? LE 3.80/pair

Production capacity: PVC gr-nules: max. 2,988 *tons/month

PLaily production: €89-798 tons of PVC granules/month
---------------- i98,009 pairs os plastic shoes/ueek
=0,0006 pairs of sport shoes /waeK
3,080 pairs of boots /ueeK

Manpower: direct labour: 30€
-------- ¢ only in the plastic shoas dep.)
Lages® LE 1900./month

1. 1+ is cne of the biggest chemical factory in Egypt.

2. Due to import regulatiors the sole manufacturers buy most
of the PVC granules from this factory, though i1 is more
expensive that the imported.

3. 1t has a closing room wuhere they prepars the textile
uppers for the sport shoes.
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Name of factory!: Zalat Co. for shoes

Manager: Mr. Mohamed Zalat
Address: Xm. 28. Cairo-Alexandria Desert Road
Telephone?: 3397805 - 338693 Telex: 92983 MIHKTL-UN

The factory was built in: 1983.

Production range? men's shoes only

Price of product: Shoes mith leather sole: LE 23.08/Pair
---------------- the above mithout lining:LE 21.88/pair
Shoes uith PVC solas? LE 16.38/pair

Production capacity:39 . more *than the daily production

Daily production? %09 pairs./day with PVC soles

---------------- 2%5@ pairs./day uith leather soles
Manpouwer: direct labour: 108
-------- office staff?® 10
Wages: LE 150-280./month/?7 hours./6E days a week
Cos*ts: - land: LE 15,000/22,008 m2
-==== = building? LE 308,0080.”/1 ,2e0m2

- electricity: LE 580./month

- water:? iE 2580/month

- mo'lds Uss 1,480/mould

- PYC granules LE 1,6280/ton

- transportation? LE 1,300/month

- $szztory overhexd?® 1€ ¥ on rau material cost

- factor, profit B . cf the total cost

tfized bty the governmant)
of the profit
of sales price

- tax: 42
- ehops tax:® c2

N

Factery characteristice?

1. The factory has 2 Plas*ak PVC injection m2ulding machinas
for sole production.
2. They asre taving s*eps to expart socme of their products.
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Name of factery: 2M Company for shoes

- - - - - -

Manager: Mr. Amin Mohamed Mahmoud
Address: El-Basateen, office: 1%.Sabri Abu Alam ct., Cairo

Talerhone: 321288-528342 Telex: 92551 EGTAL
74€7€2-753918 94215 GGYPC

The factory was built in: 18SEZ2.

Production range: men's &% boys' shoes (from size 31-435)

Price of groduct: $ull leather shoes: LE 3@-33.88/pair

---------------- shoes uith soles of
leather + PVC: LE 16-18.88./pair
with PVC soles: LE 14-16€.8@8/pair

Production capacity:30@,800 pairs/yvear

Daily producticon? 1,280 pairs/day

Manoouwer: direct labour: 2%T@ + 2% trainecs
........ ofrice starf? 43
Wages : LE %0-250.00/month

Cos%s: - land & building: LE 3,000,0909/18,888m2 - 735 built
----- - electricity® LE 1,0080/month
- water: LE 1990. mcnth

Factory characterictics?

- ——— - - - - - -

1. Trairing is dcne cn tcite on 2 years courses with an
aversge of 1% trainees yearly.

2. Ir the 19EB'c¢ tha €actsry has been exporting footuwear to
+he Soviet Union, later to W. Germany now about 58.,88¢C
c2irs to Iraq.

2. The factory selle i*s products im more than 220 shops in
Cairoc and in 89 shops ir Alexandria.

4. Frem the star+t-up the factory does not pay tax for 3
vears then progreisivaly from 28 to 88 X of the profit.
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Name of factory: El Wardany last factory

- ———— - - - -

Manager: Mr. Mostafa El Wardany

Ppddress: 38 El Khalig El Masry St. El kaily, Cairo
Telephone?: 983323-823432

The factory was built in:t

Producticn range? wooden lasts
------------------ PVC soles
Scholl type sandals with artificial
lezther upper

Price of prcduct: lasts: LE S-7.0@/pair
---------------- sandals?! LE 3.30/pair
colec: LE 1.88pair

Production capacitytlasts: 129 pairs/day
------------------- sandals:® 1,000 pairs/day
soles: 2,508 fpairs./day
Daily production? laste: 10@ pairs./day
---------------- candals: 38@ pairs./day
scles? 1,498 pairs./day
Manpouar: direct labour: 2@
Wages ¢ LE 20@.02/mcrnth
Ccsts: wood oy lasts: LE 42 -60.98/ton
----- PVC granules: LE 1,680.80/20on + LE 150.90

(if expanded>

Factory charazteristics:

4. They are trying to produce plastic lasts but are in need
cf an injection moulding mazhins.

2. The mcet impartant cuztomers are: EATA, Internaticnal Co.,
Zavetian-I43lian Co., Saccare, Artlezer and others.




Name of factory?® Egvptian Italian Shoe Co.

Manager: Mr. Mchomed Samir Kamal
fiddress: Inductrial Area, 6. District Nasr City
Telerhone: 833345-822213 Talex: 93E0S8 KAMSR-UN

82239944

The factory uas built in: 19806-1981.

Froduction range:? moccasin & casual shoes
---------------- shoe componernts: heels
insocles

toepuffs, counters
solas for ladies' shoas

Price of product: mcczas int LE 1Z-i16.28/pair
---------------- high heels: LE 8.58/pair
incoles? LE e.e8/pair
ccunters: LE 0.15/pair
Produzticn cagpazitryigents' shoes: 1,200 gpairs./day
------------------- insoles? 25,000 pairs./day
heels:® 1,022 pairs/day

Daily production: about S0 cf the capacity

Manpower $ direct labcur: 148
-------- nffice staff: 1
Wages: LE 1350.00/month

----- LE 208.90/-m0onth for men
Costs ¢ lacts LE 39.90.7pair from Italy

Factory characteristics:

- - -t - - e - - -

1. 190 ¥ of the raw materiale for the comgonent
manufacturing iz imported.

2. Tre factorv was focunded for ccmponant manufacturing and
and shoe manuficturing started latar or.

3, The fac*ory is equiped uith 3 3rading machin& but they are
unable to mave use of i+, buy patterni, series,
crutting Knives from Italy.
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Name of factory: El Nasr Tanning Ccrpany

Chairman: Yehiz M. S. Al Moxadem

Addrecs: E.E1 Houria St.,Alexandria
Factorv: El1 Max

Tolephene: £0S877-808663 Telex:® S4988NTC

The company has 6 factories: 2 tanneries
2 glo-e faclories
1 shoe factory
1 injection mculding unit

Producticn rangs: full grain leatkar
---------------- split leather
leather for the military
furniture ieather
suede for clothing

Price of product: upper leather: LE 1-1.358/s54.

---------------- military? LE 8.25/34.
lining:® LE 3.55/5q.

Productior capacity?® 6,000,080 =q. ft./year

Marpouer total: 1,500 persons

Wages: LE 75-80.00. mcnth

Factorv characteristics:

1. At t-e memeant they are planning %o builcd a neu shoe
f3~tor 2nd is studving “ne fgoscitilit:es of starting
3 leether board factor:.

[0}

Sudan, Ethicoia, Kenya ard Saomalia.

ft.
ft.
ft.

Tha tannerv impcorts hides $rom Africa, for axample from

2. The mair buvers are BATA, In*ernationil Shse Co. and 3LPP,
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Name of factory: Ladies Shoes Factary

- G - - -

Manager: M. Anuar Abouel Khier
. fiddress: S, “Yenesset Debbana, Rlexandria
Telephone: 887277-858e83 Telex: 543084

The factory was built in: the beginning of the 188S@'s

Production rance? high fashion ladies' shoes

Price of preduct: retail price: LE 235.88/pair

Daily producticn: 599 paires/day

- ———— - - - - - -

Marpouwer: direzt labour: 108

Wages® LE 390-890@.28./month

Cos ts? Kid leather: LE 2-3.00/sq. ft.
----- leztherbeard:l 3.00./chect
Uss 1.58./cheet
stiffenar:? LE 2.50.pair
toepuaffel LE 2.15.7pair

Factory chsrictenristics?

- - -~ - - - -~ -

. The mansge- is the dasigner as uwell.
. The +3c%c~. has i+s own insole production.
. The l3bour is *rained on site.

w ) -
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Name cf factoryil Mohamed Nasr Factory €for Shoeas

Manager: Mr Mohamed Masr
Addresc: 9, Mohamed Mehrex St., Alexandria

Televhone: 42920893

Prcducticn range: ladies'® shoes

Price of product: LE 18-25.00.7pair

Daily production: S00 pairs./day

Manpouer$ direct labour: 32

Wages®

Costs:® land: LE 2090,000.02/3,800 m3
----- building: LE 200,200.090/3,008 n2

machinery: US$152,080.08

Factory characteristics?

1. The factory it semi-machanized at the praesent .

2. The manager is tryirg to modern:ze his factory and start
> new factory uith 2% uorKers - 500 pairs./Cay groduct:ion.

3. The factor: is equired with a grading mach ine and the
managaer maves his own patterns.
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Mame of factory?! Factory for heels

Manager: Mr, Moustafa El1 Kadi

Address: 82.E1 Bal El Akhdar St., E1 Labban, Alexandria
Telephone: 4923482

Production range? heels with different heel haight
---------------- 19 different styles

Price of product: LE 0.40-8.50.pair

®roduction capacity:?

Manpouwars$ direct labour: 1@

Wages:

Coets: moulds: LE 590.0e./msuld
----- polystyrene: LE 2,090.0C.7tcn

polvpropvlencziLE 1,3500.808.7ton

Factory characteristice:

1. Mew machinee are put into operatiocn for heel production.
2. T 2 factory is starting TR sole producticrn as uwaell.






