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INTRODUCTION AND WORK PROGRAMME 

The activities covered by this report are part of project SH/PDY/87/00S 
entitled •strengthening the Technical and Managerial Capacities of the 
Carpentry Co-operatives in Hukalla and Seiyun•. In implementing this project. 
UNIDO recruited Wadie 8. Ibrahim. Expert in cost accounting. who carried out 
his mission in the People's Democratic Republic of Yemen from lS March to 13 
June 1990. The job description is Annex I of this report. 

Durir.g this mission a new costing system was designed after reviewing 
th~ actual situation and working conditions of the two cooperatives. The 
system and the supporting forms and documents were drafted in Arabic to 
facilitate their adoption and introduction and to ensure a proper under
sta1:ding of the system which is annexed to this report. 

Training manuals for the introduction of the costing system and the 
relevant documents were prepc:red and handed over to the lS participants who 
attended the course given by Hr. Ibrahim. The manuals were also prepared in 
Arabic and have been issued as three separate t~chnical reports. 

The following programme of work was discussed and agreed with the Chief 
TechnicaJ Adviser of the project. Hr. R. Malis. and the general managers of 
the two Cooperatives. 

1. Visit and collect information on the Hukalla. Shahar and 
Gheil Bawazer units. 

2. Visit and collect information on the Seiyun. Tarim. Hauta 
and Shibam units. 

3. Review and discuss costing status in the two Cooperatives 
(Mukalla and Seiyun). 

4. Review and analyze costs of the range of products produced 
by the two Cooperatives. 

S. Design a new costing system. 

6. Training of personnel in the above tasks. 

7. Short review of the marketing conditions. 

8. Report writing. 

FINDINGS AND COMMENTS ON THE HUKALLA COOPERATIVE 
AND THE TWO UNITS AT SHAHAR AND GHEIL 8AWAZER 

The main workshop and the two units produce the tollowing range ot 
products: 

- doors, 
- windows. 
- ho~se furniture. 
- school turniture. 
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Thev are using the same 11achines and methods of production. Work is 
done by c. xperienced carpenters who have been in the profession for many vears 
and who have formed the Cooperative to become stronger as a group rather than 
remain individual artisans. 

All raw materials a!'e imported and are paid for in hard currency. This 
situation requires financial planning in addition to production planning. The 
two units of Shahar and Gehil .83wazer get their supplies of raw materials from 
the main workshop in Hukalla. 

They all depend on customers' orders and produce according to customers' 
requirements and specifications. 

The selling prices are fixed as a result of adding up costs and a 
percentage for profits. Customer orders generally exceed production capacity. 

The quality of product ion is not so good. but. in the absence of 
competition. products are sold. 

The Cooperative has a showroom and a sales section in the town of 
Mukalla where customers can place orders. These are then transmitted to the 
workshop in Hukalla for execution. 

According to the 1989 final accounts and balance sheet. the Cooperative 
sold products ot 1.294.000 Din L·s 1 (excluding other repair and special 
service contracts). They also realized a net profit of ~ome 100.000 Dinars. 

Accounts of the two units are centralized in Hukalla. 

Workers are paid according to the number of hours at an hourly rate of 
384 fils. The Cooperative intends to increase this rate to 420 Fils following 
the overall rise in wages and cost of living. 

FINDINGS AND COMMENTS ON THE SEIYUN COOPERATIVE 
AND UNITS AT TRIM. HAUTA AND SHIBAM 

The expert visited the Seiyun Coupe~ative on two occasions for three 
days each time. 

The Seiyun Cooperative and its three units are producing the same 
overall range of products but Hauta and Shibam are specialized in doors and 
windows. while Seiyun and Tarim are also producing furniture. 

All are using the same machines and produ~tion methods. 

Workers are all artisans with long experitnce as carpenters. 

Doors and windows are very bulky and excess:i.ve quantities of costly 
imported raw materials are used. 

The qualitv of production (speciallv of furniture) is lower than that 
ot Mukalla. 

1 At the time ot the mission the value of the l.:i.nar of PDR of Yemen 
(April 1~~0) was US$ I - Din. 12. 
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Recentlv. thev started to pr~uce for stock according to specifications 
thev feel are suitable for the market and thus they are producing for the 
market and also satisfying consumer requirements. 

The Seiyun Cooperative will be relocated on a new site and a new lavout 
will be prepared. 

The possibilities of specialization were dis~ussed. Since the Hauta 
unit is specialized in doors and windows. the expert felt that one of the two 
other units should specialize in furniture. Local management argued that 
their customers expect these units to satisfy all their requirements without 
their needing to go from one place to another. 

Wo:w:-kers are also paid on an hourlv basis (395 Fils per hour) with 
incentives according to the number of pieces turned out. 

All materials are Lmported and are paid in hard currencv. 

THE PRESENT COSTl~G SYSTEM IN THE COOPERATIVES 

Neither of the two Cooperatives uses industrial cost accounting. but the 
basis of some sort of cost accounting exists in both Cooperatives. 

The calculation of the estimated direct cost (material and labour) is 
made by the production department after the preparation of production orders. 

Materials are issued according to these orders and their cost is 
obtained according to pricing based on actual invoice prices plus 
transportation and clearance expenses. Material costs are ~~<:pt fixed 
throughout the year. Any deviations are covered from a special e&d.iustment 
fund kept by financial accounts for this purpose. The same procedures ot 
material cost calculation are a9plied by the two cooperatives. 

Actual working hours are calculated and costed at an hourly rate which 
differs slightly from one cooperative to another. 

Fixed costs to cover industrial costs (energy. water. maintenance. 
depreciated. etc.) are calculated at 7 per cent of direct costs (materials and 
labour) and 11 per cent of direct costs plus industrial costs to cover 
administrative and selling costs. Seivun has a different method ot 
calculation of fixed costs. These are calculated on an hourlv rate tor a 
number of hours equal to direct labour hours. Fixed costs are then added to 
direct cost ot material and labour. 

A percentage ot net protit (7 per cent in Hukalla and 8 per cent in 
Seiyun) is added to the total cost to get the selling price for everv item 
produced. 

The present status ot cost calculation is adequate under the actual 
condicions of production. Both cooperative5 were able to obtain tinal 
accounts and to get balance sheets reflecting cost of production and sales 
without anv ditticulty. But a more modern costing svstem is required as thev 
arc now starting to produce for stock and not onl v for customers. An 
allocation ot fixed costs to cost centres is going to be need~d. Thev also 
need a better recording of cost elements. 
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REVIEW AND COST ANALYSIS OF THE RANGE OF PRODUCTS 

After reviewing the range of products made by the Cooperatives. it was 
possible to identify the products shown in the table hereunder. For the 
purpose of the analysis. direct and fixed costs were calculated. Then selling 
prices were worked out for each product. More than ninety percent of the 
range of products are demanded repeatedly. Some customers however. still come 
up with special orders and special specifications. The Cooperative is 
expected to respond to these orders. 

The result of the review and cost analysis is as follows: 



Code 
n-r 

"/:!/l/ 3!1 

"0/l/22 

"/2/l/39 

"12/2/4!1 

H/2/2/!14 

"/2/3/IH 

"/'1/l/!I 

"12/l/6 

"12/4/l 

"12/4/ .. 

"12/4/!I 

"/2/!l/!l 

"12/!l/:!4 

"/216/111 

"/2/6/IUI 

"/2/7/7) 

"/2/7/6) 

"12/tl./4 

"/2/M/21 

M/2/M/24 

M/2/ 3/91!1. 

M/2/:!/l2!1 

"/2/ 3/tl.tl. 

"12/4/46 

M/2/4/!19 

"12/4/60 

Product 

Cupbc:N& • 3 door• 

c~rd. 4 door• 

cup~rd. ~ door• --Pe•k 1 ..... 111 

Peak 1-..111 

Pe•k 1-111 

Ct..lr 

"1'1'teha' r 

Rec.pt 'o" r.Nlr 

Dr•••ln11 t•bl• 

Dr•••ln11 t•bl• 

Off Ice c•bln•t 

Oftlce c.at>ln•t. 

W.all unlt 

FlUnq CAbll'et 

lllltAll t ... c•bln•t 

IClt.chen c•bln•t. 

Kitchen c•bln•t 

School d••k And ct..lr 

School d••k •nd l ot..lr• 

9c~l d••k and on• place 

Lon11 .... t. 3 pl•ce• 

Lonq ... t • 2 pl•ce• 

Lon<;i .... t. 

Dlr.,rt 
IJaAt•I"l•l• 

coat• 

!I0.242 

60,t:IHl 

72,600 

!11.942 

~1.46~ 

4.6l0 

ll.9l!I 

l!l,60!1 

l,!106 

2.HHO 

M,261 

ltl.,96!1 

a1. 119 

ll,ll!I 

g,.,2!11 

t!i6,9o06 

21, "'17 

l9, 3l6 

2'4!1,422 

>tt.,!196 

9,273 

1,!1136 

4,Pl!li 

l,90!11 

2,6611 

3,llliO 

11u11lllary 
mat.er Jal• 

ooat.• 

ll,6'11.6 

l0,!134 

l!l,2411 

4!1,2!11 

!119',390 

1, 24!17 

2,27!1 

3,601 

l, 26l 

2,!171 

l6,M62 

M,292 

12,7)0 

l,&76 

2. 726 

20,.ltll 

~.963 

lM, l62 

M,667 

14,02!1 

4,9iltl 

1,170 

414 

923 

697 

94!1 

Dlr•ot 
l•bour 
coat.a 

l!l,ll6 

19,169 

4M, lll4 

!ll ,tl.40 

!114, 144 

4,012 

l0,944 

ll,1124 

4,l20 

!I, ltl.4 

22, 176 

21,111111 

2>,040 

10.,0110 

9,216 

61,0!16 

2!1, 34!1 

23,04'> 

:.16,496 

41, 200 

IO,l6M 

6,ll6 

... 11't\ 

l,4!16 

:l,HHO 

l,4!16 

1nduatrl•l 
coat.a 

9,914 

7,740 

9,!1!10 

10,412 

11,269 

692 

1,760 

2.112 

496 

74!1 

l, 111 

l,440 

4 .1611 

l, 7 ll 

1,9134 ..... , 
l,709 

4,236 

4,240 

9, 707 

l, 7'14 

1,0!12 

60) 

!179 

4!11 

!176 

lldftllnl•
trat.lv• 

and ••1•• 
oaat.• 

11,6!19 

ll,01!1 

16,0!ltl. 

17,!141 

161,949 

l, 16!1 

2,W9M 

l,Mll7 

1112 

1,2!11 

!l,!167 

!I, 71111 

7,0011 

2,91!1 

2,!179 

16,290 

6,230 

7, 122 

7,130 

11,2711 

2,H9B 

I, 771 

1,01!1 

974 

7!1M 

'.161!1. 

Tot•l 
ooat• 

117,6!17 

1ll,ll9 

162,040 

177,006 

l91,217 

ll, 7!16 

29,tl.!12 

19,231 

II, 4\ !I 

12,63!1 

!16, 177 

!111, 170 

70,724 

29,419 

26,030 

164,370 

62,1160 

71,1176 

71,M!!Hli 

lll,1106 

39,2!U 

17,116!1 

10,34> 

9,Mll1 

7,6!'14 

9,119' 

ll•Ulnq 
prl.,. 

U!l,119°' 

140,!ll~ 

17),)11~ 

1119,400 

204,60!1 

12,!1110 

JI ,940 

41,9110 

9,00!1 

13,!120 

60,lhl 

6;;t,4!1!1 

7!1,67!1 

JI,. 4110 

21,Ht;t~ 

17&,d7~ 

67,260 

76,910 

76,99!1 

Ul,7110 

:l\,>00 

19, 1111 

10,960 

10,!12!1 

H, l•O 

10,460 

VI 
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The two Cooperatives are mannfacturin~ three groups of products. as 
follows: 

house furniture (20 main products) 
- doors and windows (14 main products) 
- school furniture (6 main products) 

Selling prices differ according to models. sizes and customer requests. 

There is a code number for each product and costs are calculated 
according to these code numbers. When sold. these same code numbers are ~he 
basis for invoicing and pricing. 

Direct and auxiliary materials which are all imported represent 50 per 
cent of the cost of production. 

The cost of labour represents 25 ;>er cent of the total cost of 
production. 

Fixed industrial costs, including depreciation of machines and tools 
represent 7 per cent of direct costs (material and labour). 

Administrative and selling costs are costed at 11 per cent of total 
production costs (material + labour + industrial costs) in Hukalla. In 
Seiyun, fixed costs are calculated on an hourly rate for a number of hours 
equal to direct labour hours. 

7 percent of the total production cost is added as net profit to reach 
the selling price for production. This "cost plus" method of pricing was 
found suitable since both cooperatives produce according to customers' 
requests. 

When considering that materials and labour absorb around 75 per cent of 
the total cost of production and that 18 per cent of the total cost are fixed 
costs, then only 7 per cent are the net profits of the Co-operatives. 

The purchasing power affects prices and the range of products made. 

The high quality, high price policy is not applied in the Cooperatives. 

Products which are manufactured according to special specifications are 
slow-moving. 

Small and standard dimension items are moving more quickly. 

Prices of furniture range between 9 Dinars for an ordinary chair to 204 
Dinars for a wide bed with mirror and radio set, built in the headboard. 

Doors and windows range between 27 Dinars for a small window to 74 
Dinars for a big door. depending on their dimensions. 

School furniture range between 8 Dinars for a chair to a desk for two 
for 31 Dinars. 

Production plans are made monthly according to customers orders. 



b percent of special orders were n~t executed in 1989. 5 percent of 
windows were not executed. 11 percent of doors and 20 per ce~t of house 
furniture were not executed. 

Al though unexecuted orders were carried forward to 1990. this shows that 
customers orders exceed production capacity. 

Increasing the capacity of production is only possible by better 
production planning and control and accepting serial methods of production. 
This would furthermore lead to a better absorption of fixed costs (18 per 
cent) and a possibility of increasing net profitability (7 per cent). 

For pricing purposes. selling prices should be rounded up to the nearest 
Dinar. 

A coloured catalogue with photos of all products and prices should be 
printed to serve as a sales promotion tool. 

THE NEW COSTING SYSTEM 

After reviewing the steps leading to total costs in the two 
Cooperatives, and after examining the flow of documents at the starting point 
which is customers' order a~d ending by delivering the product. the expert was 
able to design a suitable costing system. 

l. The new system is based on the principles of obtaining accurate and 
dependable dire~t and indirect costs for the production of the two 
Cooperatives. 

2. It was easily applied by the same people who were trained to do the 
application. 

A set of new forms was designed and each one was explained to assure a 
proper utilization leading to obtaining the cost of production for each 
product as well as the selling price. 

3. The new system helps to obtain the cost of production for the 
Cooperative as well as for the customP.rs. It will thus be possible to plan 
production both ways without limiting themselves only to the execution ~
customers' orders. 

4. The new system allows the obtention of the cost of work in progress for 
unfinished products. 

5. It also ensures a control of both materials and ~abour which absorb 
about /5 per cent of the total cost. 

6. When the Cooperatives will move to the standardization of products, the 
system allows for future use of cost centres for production and services 
together with codes for cost allocation (direct and indirect). 

I. The new forms and documents were explained in detail regarding how to 
fill them and who fills what. They were also explained to the people in 
charge of production, in the workshop and in the costing department. 
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8. The flow of documents under the new svstem is faster &nd easier. IT 
also avoids duplication. 

9. As the basis of cost accounting for each product in both Cooperatives 
is the same. a comprehensive compara~ive evaluation is possible and can easily 
be performed. 

10. The new costing system together with the required documents. was 
reproduce~ as a separate technical manual. 

TRAINING 

Courses were organized tc introduce the new costing system and train the 
staff of the Cooperatives in its application. These courses grouped people 
from production. sales. purchase. an~ accounts in both Hukalla and Seiyun. 
They were trained in how to use the new forms and documents in the application 
of the system. 

Manuals was prepared (in Arabic). reproduced and handed over to 
participants. These manuals have been issued as separate technical reports. 

Following an agreement with the management of the Cooperatives. the 
national project manager and UNDP. it was found that it would be more useful 
to substitute the marketing expert by a tool maintenance expert. It ~as also 
agreed that the expert in c~sting prepare a marketing training manual. This 
was done and handed over to participants to an evening marketing course that 
was organized for th~ management and sales personnel. This manual was also 
issued as a separatf: technical report. 

A BRIE~ REVIEW OF MARKETING CONDITIONS 

Both cooperatives are ope1ating in a sellers' market where they are 
nearly the only producers (with the except~on ot very few artisans). They do 
not have to worry about the market as demc.nd is always there and is more than 
the supply. As competition is building up. the market will socn be a buyers 
market. especially when the cooperatives will have increased their 
productivity whether as a result of specialization or after adding more modern 
machines. 

Customers will expect new m~dels. better quality and suitable prices. 
Marketing techniques will be required, starting by a marlt:et research to 
explore new marketing segmentation. Quality has to be improved and sales 
promotion will be needed. The poor show room which eY.ists now in Hukalla will 
have to be redesigned and decorated to serve as a site wh-::re nice and 
attractive items are exhibited in such a way as to motivate customers to buv. 
An able sales service will be needed to respond quickly and effectively to 
consumers' requirements. There should be a continuous development of new 
designs and models. 

RECOMMENDATIONS 

1. The n~w costing system, and specially the cost centres which will be 
used in the allocation of fixed costs, need to be introduced gradually with 
every new move towards specialization and standardization. 

1111111 I 1111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111111 llllllllllllll 1111111111111111111111111111111111111111111 I 11111111111111111111111 111111111111 11111111111111 11111111111111111111111111111111111111111111 1111 111111111 11111111111111111111111111111111111 111111111111111 
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l. Production plannin~ is important as it can help in the better 
•1tilization of production capacities (irainlv machines and labour). It can 
also hel? in using ~sic raw materials and au.~iliarv materials in the bes~ 
possible way. Production planning must be set up before starting actual 
production to help in economizing and improving productivity. 

3. Th~ production Department must not be involved in any costing. 

4. Control of costing factors have to be undertaken bv the costing section 
which !s supposed to undertake the responsibility of calculating cost of 
material. labour and indirect costs. 

5. The present system of charging industrial costs and administrative and 
selling costs may continue as they are suitable for the present conditions of 
the Cooperatives and are realistic since they are based on an analvsis over 
a number of prior years. 

With the application of the new system. an allocation of fixed costs to 
cost centres will be required as soon as the expenditure takes place. 

6. Some kind of market survey is required to find out customers' tastes. 
desires. preferences etc. This will permit better production planning. 

7. The two cooperatives are encouraged to become more market oriented. 
trying to encourage customers to buy after considering a wider range of 
products and models at~ractively exhibited in show rooms. 

8. T~e production. sales and costing departments should meet on a weekly 
basis to er.sure better coordination and harmonization of the three activities. 
each one advising the other of its problems so as to oecome more efficient in 
carrying out production plans based on market requireme~ts and actual costs. 
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ANNEX I 

t::--:ITEI> :":\TIONS 11"0USTHIAL DEVELOPMENT ORGANIZATION 

Project of the Government of the People's Democratic Republic of Yemen 

Strengthening the technical and managerial capabilities of the Carpentrv 
Cooperatives in Seiyun and Mukalla 

JOB DESCRIPTION 

SM/PDY/87/005/11-02 (J-12209) 

Cost accountant 

3 months 

Early 1990 

Mukalla with travel to SeiY\D'l and Aden 

'i'o strengthen the Technical and Managerial capabilities 
of the carpentry cooperatives in Mukalla and Seiyun. 

Under the guidance of the FUrniture and Joinery 
Production Expert, the project's Chief Technical Advisor, 
the cost accountant will be expected to: 

I. Review the present product range of both 
cooperatives and, in close collaboration with the 
counterpart accountants, prepare a comprehensive cost 
analysis of the different items produced. 
2. Introduce a modern costing system to suit the 
cooperatives needs. 
3. Train his counterparts in the operation of the 
costing system proposed through short intensive courses 
and on the job training. 
4. Prepare manuals for use in these courses. 
5. Prepare a technical reJX>rt outlining his findings 
and rP.Convnendations addressed to the plant's management, 
t.hP. ~nvctnmP.nt and international organizations. 

l'rrw·r.: p,.,.,,,,.,.,~, J!,.,:11111rn•~nl Hr.inr.h, DepMlmenl of lnduHri"I Opr•r;1t1r111• 

IH~lf)(),' Vl"nnA l1111~rr1;1frrH1AI Cr.rllrr'.'l'.0. Bo11,JOO, l•·l400i Vienna, /.,Vilrt-. 

I 1111111 II I 111 II 11111111 1111~1~ 15ijll~ I ~ ~ 111111111111 1111111 II 11111 I II 11111 I II I I 111111111 I I II I I I 11111 11111 I 1111111 II Ill 1111 111 111111 Ill I I 11111 111111 I I II I Ill I II I Ill I I I I 11 111 1111111111 1111 I Ill II 1111111111 111 11 1111 I I 1111111111 I I II 11111 11111 I I Ill 1111 11111 II II 1111 I I II II 1111 I 11 II 11 11111 I I Ill Ill I I I Ill 11111111 11 Ill I II I 111 I 1111111 I Ill I I 111 I 111111111111111 I 111111111 111 11111 I 111 II 



Qualifications 

12 

Cost acx:ol.Dltant familiar 
maintaining simple costing 
producing on a batch basis. 

with establishing and 
systems in industries 

Arabic preferred, English acceptable. 

Background information: 

1111111 111111111111 111 111111 111111111111111111111111111111111 11111111111111 111111111 1111 

1be "IOOdworki.ng sector in the People's Democratic 
Republic of Yemen consists of the Public Corporation for 
Carpentry in the Aden Governorat.e and two carpentry 
cooperatives in the Hadramawt Governorate. it employs 
approximately 1000 people and its sales vol~ reached 
nearly YD 2.5 million in 1985. In general the 
woodworking sector produces low quality products at high 
costs. 1bis can be attriooted ma.inly to low utilization 
of equipnent, poor maintenance cf production facilities, 
low labour productigvity and extensive use of expensive 
raw materials. Factories are often nm without a sound 
orientation on the market requirements and subsequent 
production planning and organization lack long term 
perspective. 

1be present strategy of the People's Democratic 
Republic of Yemen towards indust.:cial developnent, as 
reflected in the Third Five foar Plan, focuses on 
strengthening the industrial infrastructure. It 
concentrates on three types of measures: (a) increase 
the utilization of existing productive capacities, 
through the rehabilitatio1. of selected factories (b) the 
establishment of a limited nunber of nt!W factories to 
cater for the growing needs for indigenously produced 
goods, with a view to saving hard currency through import 
subs ti tut.ion; and ( c) improving the production and 
managerial capacities in industrial enterprises. This 
project in the woodworking sPCtor falls under the first 
and the last categories. 

'Ille first technical assistance to the woodworking 
sector in the People's Democratic Republic of Yemen 1-ras 
provided in 1978 through a review of the Aden Public 
Corporation for Carpentry. The review indicated various 
areas for improvement of production and management. In 
1981, project PDY/81/006 'Training in Management and 
Efficiency Improvement in Industries' provided a 
consultancy mission to conduct a survey of the 
manufacturing facilities of the Coastal Carpentry 
Cooperative. The survey team's findings indicated the 
urgent need for technical assistance in relation to the 
cooperative's plan to consolidate t.he operations of three 
of its member uni ts. Thus, in 1983, a three month 
missio1, was fielded to review this iosue. This mission 

11111111111111 •111111111111 11111111111111 1111
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drew up the blueprint for a central workshop in Hukalla 
and ad.vised on the necessary technical assistance to 
implement the plan. As no ftnls could be secured for 
this purpose, no follow-up was given by UNDP. 

Two cooperatives are active in the Hadramawt 
Governorate: one in the area around SeiYlUl and one in 
the area around Mukalla. Each cooperative consits of a 
nunber of small scale product.ion \Ulits, which supply 
their inmediate environnent with construction woodworking 
items (doors, windows) and selected furniture (beds, 
tables, chairs, sofas). 

The cooperative of Se:!yun has workshops in Tarim, 
Al-Hauta, Shibam and Seiyun itself. It employs 173 
persons in various capacities, compared to 166 in 1977. 
The volune of sales of this cooperative was YD 644.348 in 
1987 compared to YD 455.007 in 1982. Production is at an 
artisanal level, relying mainly on the individual skills 
of the carpenters. 

The C..oa.stal Carpentry Coopcrati ve has workshops in 
Ghail , Mukalla and Shahr. 'Ille total nunber of employ~s 
was 366 in 1977 and 376 in 1987. Host of the people are 
employed by the central ~rkshop in Mukalla. The sale"5 
volume of this cooperative in 1987 was YD 1.245.842. 
Production in the ce."ltral ~rkshop in Mukalla has 
industrial characteristics, particularly in the furniture 
production, but the other ~rkshops are of the same level 
as those in Seiyun. 

All items are prodt1Ced on demand and according to 
the specifications of the c\.Lc;tonv..:r. Most workshops have 
waiting lists for certain ite.r..s which are much in 
demand. In SeiY\D'l the construction woodworking items 
fonn about 72 percent of the sales volume, ;ihereas this 
figure is 46 percem. in Mukalla. As ~th cooperatives 
have hardly any capacity for cost accotmting, it is 
impossible t.c assess which category of products has the 
highest a.:lded vaiue of what the highest cost factor in 
production is. Prices are fixed based on global 
production costs and a traditional feeling of 'what the 
market will allow'. 

Both cooperatives are weak in terms of htDnan and 
physical resources and need strengthening in all aspects 
of their operations. With the exception of the workshops 
in Mukalla and Tarim, the production facilities of the 
workshops are cramped and poorly maintained. The 
machinery has reached the end of its technical life and 
breaks down frequently. 

As most items are produced on demand, 
to customer specifications, prcxluction 
totally dependent on the intake of 

and accon:iing 
planning is 
orders. The 



Cooperatives are not. producing any it.ems for stock and so 
t.here is hardly any serial product.ion. Therefore. 
product.ion organization is geared t.owards meeting t.he 
consuner preferences. and relies heavily on the skills of 
t.he individual carpenters t.o produce the it.ems required. 
Consequently. most. product.ion techniques used in t.he 
cooperatives are st.ill at. t.he art.isanal level. 

Given t.he lack of managerial capacities and 
technical knowhow. t.he cooperatives have only been able
t.o achieve limited product and production innovat.ior •• 
t.hus retaining low levels of labour productivity. As t.he 
wage rates in bot.h cooperatives are directly linked to 
the productivity of t.he individual workers. wages have 
hardly gone up in real terms over t.he last. five years, 
ar.d. in Seiyun t.hey have actually decreased considerably 
(21 percent). 

Most of t.he cooperative members are illiT.erat.e 
skilled labourers, who have either had small "'"<>rkshops of 
t.hier own before the cooperative was established or t.hey 
have been trained by their colleagues in the w-ori<shop. 
As both cooperatives are sitlJated in rural areas, job 
opport\D'lities are few and t.he well-being of cooperative 
members is dependent on the econanic anci financial 
prosition of the cooperative. The cooperative does not 
only provide jobs and wages. rut it also provides 
pensions and guarantees bank loans. In t.his context, 
both cooperatives have started self-heip housing schemes 
for their members. 
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SUBSTANTIVE OFFICER•s COMMENTS 

This report contains an assessment of the present situation. an analysis 
of costs of the products and a proposed new costing system. The expert also 
provided very useful training to the staff of both cooperatives and prepared 
three training manuals (in Arabic) ~hich have been issued as separate 
technical reQOrts. These cover: 

l. Elements of Costing. 
2. Industrial Costing 
3. Training in Marketing. 

Having review£d these it is our op1n1on that these are not only useful 
reference material for his counterparts. but could also serve as a textbook 
for use in other industrial enterprises in the country. The fact that these 
are in Arabic increases potential end users. 

The one on elements of costing provides useful definitions etc. to 
laymen. Again. a useful textbook for an audience larger than the 
Cooperatives• staff. 

That on industrial costing is appropriate to the needs of a wide range 
of enterprises at the level of the Cooperatives. 

The expert was called upon to provide material on marketing because, at 
the time of the mission, the sit'.Jation was of a sellers' market, but 
management felt that persons should be trained for the time when it would 
change. The material is rather basic, but relevant. bearing in mind the 
situation then prevailing. 




