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~xpl~natory notes 

The monetary unit in the United Republic of Tanzania is the shilling 
'.TS~). Unle~s otherwise indicated, the exchange rate used in the present 
report is that of 15 June 1984, when the ~alue of the shilling in relation to 
the United States dollar was $US 1 = TSh 17.50. 

A full stop(.) is used to indic~te decimals. and a comma(,) to 
distinguish thousands and million 

A dash (-) in tables indicates that the amount i3 nil or negligible and 
parentheses ( ) around figures indicate a negative amount. 

Besides the co11111on abbreviati·~ns, symbols and terms, the fol lowing have 
~een used in this report; 

c. i. f. 
f.o. b. 
COHFAR 
CPH 
PUR 
PVC 
R and D 

Economic and technical abbreviations 

cost, i.1surance and freight 
free on bohrd 
Computer Model for Feasibility Analysis and Reporting 
criti~~l path method 
polyurethan 
po ly--v i nyl-c~ lori d 
research and development 

Acronyms of United Nations organizations. companies ar,d instit.utions 

BORA 

EEC 
FAO 
IDA 
HCM 
HLB 
'MOT 
MSC 
PIWT 
NOC 
STDO 
THS 
TILT 
TLAI 
TSC 
TTL 
UNIDO 

Trade mark used by the Tanzania Shoe Company Ltd. and name of 
the trading company 
European Economic Community 
Focd and Agriculture Organization of the United Nations 
International Development Association 
Morogoro Canvas Hill (Tenzania) 
Horogoro Leatherboards (Tanzania) 
H0rogoro Tanneries (Tanz&nia) 
Horogoro Shoe Company (Tanzania) 
Mwanza Tanneries (Tanzania) 
National Dev· opment Corporation (Tanzania) 
Small Industries Development Organization (Tanzania) 
Tanzania Hides 61d Skins 
Tanzania Institute of Leather Technology 
Tanzania Leathe~ A~eociated Indu~tries 
Tanzania Shoe Company Ltd. 
Tanzania Tanners Ltd. 
United ~ations Indu~t~ial Developm~nt Organization 

Mention of firm names and colfr.lercial products does not imply endoree~ent 
by the United Nations Industrial Derelopment Organization (UNIDO). 
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ABSTRACT 

The Government of the United Republic of Tanzania requested assist~nce 
from the United Nations Industrial Development Organization (UNIOO) in 
selecting a suitable foreign partner for further co-operation a.din preparing 
a plan of action to increase the capacity utilization of the Morogoro Shoe 
Company (MS~). After having discussed the det'iils of the proposed project 
with the Ministry of Industry, the Tanzania Leather Associated Industries 
(TLAI) and the sponsoring International Development Association (IDA), it wrs 
decided that a comprehensive study should be made which would deal with all 
the aspects of the rehabilita~ion of the leather, footwear and leather
products industry in the United Republic of Tanzania, with special reference 
to the financial viability of the reconunendations. 

The agrP.ement between the United Republic cf Tanzania and UNIOO was 
signed on 10 April 1984 and implementation of the project "Rehabilitation of 
the leather, footwear and leather-products industry" (BR/URT/84/001) started 
immediately. According to the terms of reference, the objectives of the 
present project were to design an integrated master plan for the rehabilita
tion of the entire leather, footwear and leather-products sector of the United 
Republic of Tanzania to be presented to the Government and IDA. The 
international team was composed of five experts in different ·fields of 
specialization. 

The report sununarizes the experts' findings with regard to the current 
status of the Tanzanian : 0 ithe~ and leather-products industries, paying 
special attention to the constraints and possible ways of improving the 
performance of axisting manufactu~ing units. The rehabilitation objectives 
are determined and a master plan for rehabilitation is presented, whereas the 
actions to be taken are arranged in a netplan and the economic aspects (both 
costs of rehabilitation and the expected benefits in financial terms) are 
discussed i~ detail. A complete financial and economic analysis of the 
rehabilitation of the MSC is included. 

Based on th! techno-economic analysis of the performance and possible 
improvements in the Tanzanian leather and leather-products indust~ies it is 
recommended to rehabilitate the whole sector by involving international 
expertise and a welJ-reputed manufacturing company from an industrialized 
country. All futurP. actions have to concentrate on the up~rading of the 
existing production unils, the introduction of new management methods and the 
training of local labo•Jr. It is further recommended that the foreign partner 
should have controlling power over the MSC; at the same time the Government of 
the United Republic of Tanzania s~ou~d offer export incentives. 
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INTRODUCTION 

The large livestock population of the :Jnited Republic of Tanzania 
constitutes a suitable base for the development of the leather and 
leather-products industry of the country. The Government has realized the 
potential importance of this raw material res~urce and has made considerable 
efforts to develop the leather and leather-prcducts industry subsector. 
during the last 15 years, three mechanized tanneries, a large footwear 
factory, a medium-sized leather-goods plant and a training and research 
institute have been installed. One leather-board plant is under conscruc
tion. The International Development Association (IDA) has provided long-ter:u 
loans for investment, the Food ard Agriculture Organization of the United 
Nations (FAQ) and the United Nations Industrial Development Organization 
(UNIDO) have executed projects to assist iu the technical develcpment of the 
leather sector. However, the performance of this sector is far below the 
expected level. This report summerizes the constraints limiting the 
utilization of the existing capacities, analyses the financial and economic 
viability of the leather sector in the United Republi<; of Tanzania under the 
present conditions and recommends a master plan for its rehabilitation. 

The United Republic of Tanzania has one of the largest cattle populations 
in Afri~a~ but the actual collection of available raw hides is only about 56 
per cent. The off-take rate, the quality of handling and the export prices of 
raw hides and skins are below the African aver~ge and much below the world 
average while the livestock growth rate is higher than that of most othP.r 
cour.tries. There is an installed capacity of 3.1 million m2/year for soft 
leather proc~ssing for semi-processed and finished leathers but its utiliza
tion is less than SO per cent and showed a declining trend over the past five 
years. The main difficulties are the shortage of foreign exchange required 
for imports, chemicals ~.nd spare parts, lack of appropriate know-how in 
technology, marketing and management. 

There are two large and several small footwear manufacturing units; the 
form~r - especiall~ the Morogoro Shoe Company (MSC) - are well equipped. The 
shoe industry subsector has not been able to produce either the quantities or 
the quality forecasted in the feasibility studies made for the investment 
preparation. Some reasons for this are of external origin (incorrect estimates 
of export market potentials, oversized plant capacities, difficulties in 
obtaining basic materials through :mports). At the same time there are 
limiting factors within the shoe industry leading to the present situation 
which co~ld have been improved if the necessary know-how and experience had 
been available. 

ihe United Republic of Tanzania faces increasing difficulties which are 
related to the industrial inf~astructure (e.g. energy supply, transport 
etc.). Nevertheless, the Morogoro Industrial Estate, where leather and 
leather-board processing, canvas, footwear and leather-goods manufacturing 
units are concentrated seems to be well organized. 

Tne demand for leather products in the United Republic of Tanzania 
exceeris the supply, and the retail prices are very high because of short 
supplies. The shoe e~port market is highly competitive today asking for good 
quality, reliable deliveries and a moderate pricing sy;tem. The economic 
system in the United Republic of Tanzania does not provide incentives to local 
manufactu~ers to produce for export even though the country is desperately 
9hort of foreign exchange. 
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UNIDO has assisted in overcoming the existing difficulties since 1979. 
The large-scale project OP/URT/78/010 was to assist the local leather and 
footwear industry, controlled by the Tanzania Leather Associated Industries 
(T~AI), a parastatal organization under the Ministry of Industry. The project 
activities carried out by seven international experts were aiming at improving 
the technological processes and the quality of products, marketing, mainte
nance and production control. The project US/URT/79/240 provided the Tanzania 
Institute of Leather Technology (TILT) with all the necessary equipment and 
training plans, while the projects RP/URT/82/005 and SI/URT/82/802 did 
comprehensive preparatory work for the starting-up of the operation of the 
Institute. An extensive training and fellowship programme was car~ied out 
partly under the above-mentioned projects and partly under the project 
US/INT/81/087. Two other UNIDO projects were also connected with the leather 
and leather products subsector: the project SI/URT/77/806 assessed the 
possibilities for leatherboard manufacturing and the projec~ IW/URT/82/001 
assisten in the establishment of a rural leather goods unit. 

UNIDO fielded an evaluation mission through the project UC/URT/84/062 in 
October 1984 in order to assess the results of previous assistancP~. with 
special reference to outputs from US/URT/79/240. Although the mis~ion 
concentrated on future assistance to TILT, it looked also into the 
rehabilitation programme and recommended to implement it, using TILT as a 
potential institution rendering local extention services. 

One of the most critical problem areas is the MSC located in the Morogoro 
Industrial Estate, besides the Morogoro Tanneries (MOT), the Mcrogoro Canvad 
Mill (MCM), the leather goods factory and the leatherboard manufacturing 
unit. After the installation of the MSC plant in 1981, it was anticipated 
that the company would utilize its full capacity, i.e. 3.8 million pairs/year, 
and export 80 per cent of its production to industrialized countries. Since 
the operating results were far f~om satisfactory, a survey of the footwear 
production and management methods was car~ied out by the UNIDO project 
SI/URT/82/902. The final report submitted to the Government of the United 
RP.public of Tanzania in January 1983 recommended to seek a collaboration with 
a suitable foreign company being in a position to provide the MSC with the 
documentation needed on product range, technological and management know-how, 
labour training and marketing assistance. 

The Government of the United Republic of Tanzania requested assistance 
from UNIDO in selecting a suitable foreign partner ~or further co-operation 
and in preparing a plan of action to increase the c~pacity utilizatior of the 
MSC. After having discussed the details of the proposed project with the 
Ministry of Industry, TLAI and the sponsoring IDA, it was decided that a 
~omprehensive study should be made which would deal with all the aspects of 
the rehabilitation of the leether, footwear and leather-products industry in 
the Unit~d Republic of Tanzania, with special reference to the financial 
viability of the recommendations. 

The b~reement between the United Republic of Tanzania and UNIDO was 
signed on 10 April 1984 and implementation of the project ''Rehabilitation of 
the leather, t-Jot.wear and leather-products industry" (BR,URT/84/001) started 
inunediately. A-:cordiag to the terms of reference, the ubjectiVf'S of the 
present project were to design an integrated mast~~ plin for the rehabilita
tion of the entire leather, footwear and leather-products sector of tne United 
Republic or Tenzania to be presented to the Government and IDA. The 
international team was composed of five experts in various fields who were 
b~ckstopped by two officers working at UNIDO headquarters (a list of the 
project rersonnel i~ given in ann~x i). Each expert prepared his technical 
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report and s~bmitted tne same to UNfDO. After clearance the reports were 
submitted to the Government and served as a basis for the present report. 
Annex II contains ~ummaries of the individ~al expert reports. 

The total pr0ject budget amounted to $US 154,132. Most of this amount 
was used in 1984 and only a minor share will be utilized in early 1985 to 
cover the costs for the chief technical adviser (CTA), who stayed in the field 
in order to assist the Gove~nment, throu&h TLAl, in pr~paring the plan of 
action f0r rehabilitatio~. 

The most important rehabilitation objectives are: 

(a) To improve the quality of locally processed leather; 

(b) To produce footwear for the local population; 

(c) To enter the international leather products market; 

(j) To improve the management methods; 

(e) To obtain appropriate technical know-how through co-operation and 
training; 

(f) To make appropriate arrangements with the government authorities to 
provide the necessary econo~i~ conditions. 

The high-level objectives are to utilize the existing capacities, to 
develop human resources and to increase the value added of manufactured · 
products as well as the foreign exchange earnings of the country. 

The financial analysis (annex III) shows that the rehabilitation of the 
MSC could be extremely profitable yielding ~ financial rate of return after 
tax of around SO per cent. The economic ~nalysis, however, indicates a small 
negative ecoJomic rate of return. The financial analyst prepared theoretical 
calculations which indicated the foregoing pc1nt. If the rate of exchange of 
!Sh 30.6 = $US l is applied, the economic rate of return becomes 15.8 per cent 
which would already be reasonable. The proposed rehabilitation offers 
216 per cent of added value for the dome~tic materials used - this imf,lies a 
very high r.ate of effective protection up to 620 per cent reflecting the 
effects of the Tanzanian tariff and tax system. The domes~ic resour~es used, 
at market prices, amount to !Sh 487 million, giving a project rate uf exchange 
of TSh 26.2 to SUS l. 

A more comprehensive financial and economic analysis of the MSC 
rehabilitation programme was carried out using the COMFAR system developed by 
JNrDo (see annex IV). While the financial analysis resulted in an internal 
rate of teturn of 62.7 per cent, the economic internal rate of ~eturn was only 
C , per cent. The sensiti 1ty analysis showed that an increase of labour 
costs by 40 per cent (i,e. 'creasing the productivity accordingly) would 
1Jcre~se the economic inte• rate of retu~n only by 0.8 per cent. All in 
all, the rehabil;tation project of MSC is fairly dependent on the exchange 
rate of the Tanzanian shilling, 

A plan cf actions to be taken is incl~ded in tre report. According to 
the netplan made by ~he CPM technique, there would be a preproduction period 
of 44' week3 for the MSC. The starting-up time would be five years with a 
gradual increase of t~e production and exports in the third year of a 
continuous operation. 
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The cost of rehabilitation would have the following components: 

(a) Additional investments in tte tanneries and MSC of $US 4.5 million 
plus TSh 18 million (equipment and spares); 

(b) Rehabilitation expenses in the tanning and leather-products industry 
cf $US 7.2 million plus TSh 39 million (to replenish stocks, for hides and 
skins improvement, management contract etc.); 

(c) Foreign exchange requiremen~ over the first five years of operation 
of tanneries and MSC of $US 29.5 million. 

The complete financial analysis of the MSC rehabilitation and a detailed 
schedule of implementation are given in annexes III and V. 
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R~COMMENDATIONS 

The master plan for the rehabilitation consists of various actions and 
decisions to be taken. 

With regard to t"aw hides and skins improvement, it is recommended: 

1. To introduce a more realistic and flexible pricing system, to 
strengthen the collection network and to reconsider the magnitude of the 
margin made by the Tanzania Hides and Skins (!HS) on raw hides and skins. 

With respect to leather processing it is suggested: 

2. To design a comprehensive production programme which would yield 
yearly about one million m2 of semi-processed and two million m2 of 
finished soft leather. In this case approximately $US 9 million might be 
earned through leather exports. 

3. To increase the finishing capacities of the tanneries, for which an 
investment of $US 3.4 million is required, ~lus !Sh 18 million for local 
construction works. 

4. To organize a fellowship p~ogramme which would provide training and 
study tours abroad and on-the-job training for approximately 600 local workers 
duri~g the next ten years. 

As far as the shoe industry of the United Republic o~ Tanzania is 
concerned,· it is recanunended: 

5. To introduce some specialization of the manufacturing plants as well 
as ta organize cost/profit centres in th3 MSC. 

6. Ta implement the production ~rogramme suggested for the MSC 
consisting of 3.5 million pairs of foot~ear plus some shoe components for 
sale, the share of export being 23 per cent. 

7. To sign a management and/or production co-operation contract with a 
foreign partner who has experience in runnin6 large-scale shoe manufacturing 
plants. 

8. To implement an urg~nt overhauling and conservation project in the 
MSC as soon ?S possible. 

9. To sell the surplus equipment and to secure funds for some additional 
equipment which is needed to improve the existing plant. 

10. To pay special attention to markating possibilities abroad 
(especially in neighbouring cou11tries) and to local requirements such as last 
constructions, size and fit ranges. 

The following organizational and economic conditions need to be provided 
for the rehabilitation: 

11. In order to simplify administrative procedures, the merging of the 
THS and the rLAI should be considered, and at the same time a centralized 
administration for imp~rt and export handling (similar to foreign trad 
companies in other countries) shouli be set up in the TLAI. 
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12 Physical inventories should be made in the subsidiary companies of 
TL.AI and the balance sheets should be corrected accordingly. 

13. The missing working capital should be supplied by th~ Government. 

14. A specialized footwear and leather-goods trading company should be 
created. 

15. One of tht most important prerequisites for the successful operatior 
of the subsector would be a proper export policy. An export incentive system 
5hould be introduced and 50 per cent of the export earnings credited to the 
manufacturer who may use it to import required materials and spare parts. 

16. ThP. TILT should play a key role in this rehabilitation prograreme by 
providing the research and development (R and D) services, training and 
quality control for the whole sector. 
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I. THE LEATHE:R AND LEATHER-PROOIJC:.'S lNDUSTRY SUBSECTOR 
IN THE IJNITED REPUBLIC OF TANZANIA 

A. The availability of raw materials 

According to the most recent FAO statistics (1982), the livestock 
population of the United Republic of Tanzania is ~stimated to be 13.2 million 
cattle, 5.9 million goat3 and 3.9 million sheep. The bovine populatiJn 
represents 9.4 per cent of the total African catlle herd and it is one of the 
largest population in Africa. The yearly growth rate cf the bovine pcpulation 
in the United Republic of Tanzania is approximately 2 p~r cent - the same 
world param~ter is only 0.9 per cent. 

The raw hides and skins trade, controlled by the !HS, is reflected in 
table 1. 

Table 1. Ra~ hides and skins trade 

Production 1 1982 Actual collection, Export 1 1982 
Type of hide Thousand Thousand average 1978-1982 Thousand Thousand 

or skin pie:ces kg (percentage) kg $U~ 

Bovine l 400 13 500 56.0 7 300 6 400 

Sheep and lamb 900 600 30. 7 300 900 

Goat and kid l 500 800 35.7 100 300 

The yearly growth rate of the raw hides production (2.2 per cent) is very 
similar to the livestock population growth rate. T~e off-take rate in the 
United Republic of Tanzania is ~elow the African rate and is about half Jf the 
world average. The quality of raw hides and skins is rather low.mainly 
because of tr.~ climate, poor husbandry and inappropriate s~inning and flaying 
methods. Although the FAO project TCP/URT/005, ongoing since 1981, increased 
the quality of raw hides and skins supplied by introducing sa:ting in 
slaughter houses, further efforts would be required, especially in rural areas. 

The rear.vns for the low recovery of hides and skins fa~ industrial 
processing are the poorly organized collection network, low orices, unrecorded 
trade wit~ the neighbouring countries and the lack of an appropriate 
infrastructure. The agency commission for cullecting raw hides and skins is 
15-25 pPr cent on prices paid to farmers which corresponds to 10-12 per cent 
of the prices paid by the tanneries for the materials. The !HS markup is 
26-61 per cent depending on the grade. 

The total revenue of the country from the direct export of raw hides ar.d 
skins was SUS 7.6 million in 1982. The export in both volume and value terms 
<if ~he inflation i~ taken into a:count) has been stagnating during the last 
two decades. The average export price for Tanzanian cattle hides is 
SUS 0.88/kg which is about the same as the ave~age p~ice ir. all developing 
countries but some 27 per cent less than the average worlG export price 
($US 1. 21/kg) . 



B. The leather industry sector 

The first tannery in the country, the Tanzania Tanners Limited (TTL) 
started its production at Moshi in 1969. In the course of time, two more 
tanneries were established: the Mwanza Tanneries (~T) in 1977 and the 
Morogoro Tanneries (MOT) in 1978. Today all these leather-manufacturinb units 
are controlled ~y the TLAI. There are two small private tanning units 
operating in Himo and Rambo producing mainly vegetable-tanned leather for 
small shoe and leather-gG~ds manufacturers. Finally, the ~anzania Taxidermist 
runs a small tanning operation for game skins. In order to utilize the wastes 
from both tanneries and leather-products manufacturing units it has been 
decided to establish the Morogcro Leather Board Factory (MLB) which is now 
under constructicn and will operate as a TLAI subsidiary company. 

The production of semi-processed (wet-blue and crust) and finished 
leather increased fairly rapidly over the past twenty year~ in the United 
Republic of Tanzania. The output of bovine leather was tripled and the 
production of sheep and goat skins was four times as much in 1982 than in the 
early sixties. Nevertheless, the performance of the local leather indust~f 
~ubsector is rather poor as can be seen from the latest trend of prodJction 
figures and capacity utilization given in table 2. 

Table 2. Capacity utilization in Tanzanian tanne~ies 

Installed capacity 
Soft leather, 

finished and Heavy leather, 

Tannery 
semi-pr~cessed vegetable-tanned 

(thousand m21year) (thousand k~/year) 

~oshi l 000 

Mwanza 7CO 340 

Morogoro 770 

Total TLAI 2 4/0 340 

Actual pro
duct ion of 
soft leather 

(thousar.d m2) 
1979 1982 

833 477 

3C7 136 

286 385 

l 426 998 

Average 
capacity util
ization, 1979-

1982 
(percentage) 

68.9 

30.9 

45.9 

48.5 

tn~ ~verall ~apacity utili7.ation of the !LAI tdnneries was 54.8 per cent 
in 1979 and only 39.1 per cent in 1982 with a steadily declining trend. The 
reasons for such a low utilizaiton level are numerous such as shortage in raw 
hides and skins supply, lack of spare parts and chemicals due to scarce foreign 
exchange earnings, insufficient power supply and not enough suitably trained 
staff. 

Substantial improvements have been mad~ on the techni~al and technological 
side of the leather sector and, in addition, appropriate proc~ss tech~ologies 
have been introduced during the last five years - mainly as a result of tle 
assistance rendered by UNIDO. 

The overall installed capacity of the Tanzanian leather manufacturing 
industry is approximately 3.1 million m2.'year; the processing, however, is 
restricted to 40 per cent at the finished and 60 per cent at the semi
proces~ed (wet-blue and crust) stage. The available capacity corresponds to 
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the availability of raw hides and skins but the constraints as outlined above 
limit the actual output. The deteriorating cor.dition of machinery and 
equip~ent will seriously limit the production of the three TLAI tanneries if 
no turther capital investments are made in the near future. 

The United R£public of Tanzania exported 930,000 m2 bovine and 
355,000 m2 goat and sheep leather for a total of $US 3.2 million in 1982. 
The average wet-blue price achieved was SUS 4.30/m2 for bovine and 
$US 7.96/m2 fa~ skins. It should be noted that the avera~e export price for 
bovine leather in all developing countries was $US 9.80/m and in African 
courtries Sus 8.l8/m2 (the share of Tanzanian leather in the total African 
lea~her export is around 5 per cent). These low prices are due to the rather 
porr quality delivered (partly because of the low grade of local raw hides and 
skins) and owing to the fact that practically all of the export consists of 
semi-processed leathe~. At present the produced quality of finished le~ther 
does not meet the international market requirements. 

C. The leather products industry 

The !LAI controls two large shoe factories and a medium-sized leather 
goods manufacturing unit. The Tanzania Shoe Company Ltd. (TSC - using the 
trade mark. "BORA") was initially established by the BATA organization and was 
placed under gover.nment control in 1967. Until its nationalization, the 
company produced only a small amount of military boots and was mainly used as 
a warehouse anc iistributior. centre. They entered into a management agreement 
with a Pakistani finn which has been providing general and technical 
management pe~sorinel until 1983. The installed capacity is approximately 
4 million pa~r3 of leather an~ canvas footwear per year. The actual output 
was 3.1 million pairs in 1978 and 1.5 million pairs in 19e2 showing again a 
steadily decl~ning trend. Besides shoes, the !SC produces bicycle tires and 
tubes. 

Talcing into consideration the export potential of footwear, t'.e MSC was 
established through an IDA long-term credit loan amounting to $US 23 million. 
According to a fensibility study made and the investment implementation 
schedule, the productior. had to start in 1980 and should have gradually grown 
up to 3.8 million pairs of leather and canvas footwear by 1984 - exporting 80 
per cent of the octput to indust~ialized countries. The project was executed 
by the National Development Corporation (NOC) of Tanzania, then the fixed 
assets were given to the !LAI for further operation. An Italian company, the 
supplier of all production and auxiliary equipment, was contracted to provide 
the production management and staff training (locally and abroad); the 
contrac~ expired in 1982. The MSC was provided with TSh 90 million as a 
working capital upon the installation ~f the plant. The actual production was 
130,000 pa~rs in 1982 and 159,000 pairs in 1983 while the plan for 1984 
forecasts 160,000 pairs of f0otwear (i.e. 4 per cent of the installed 
capacity) . 

The acutal stock of materials and spare parts is much less than the 
values registered in the books. Most of the equipment has never been used; 
nevertheJ.ess, all machines need an urgent overhauling and conservatiQn. !hP. 
accumulated loss of the MSC accounted for !Sh 42 million at the end of 1983 
(which represents 46 per cent of t~e working capital). 

There are some small footwear manufacturers in the private sector and 
some operating under the Small Industry Development Organization (SIDO). 
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The total shoe production in the United Republic of Tanzania w~s about 
3 million pairs in 1982 which has not increased since that time. All 
factories have been usir.g leather supplied by local tanneries but all other 
items, including canvas, had to be imported. 

Leather gocds wit~ orr.a.n1ents and motives of folk-art origin have for a 
long time been traditionally produced in s~all rural workshops. A mechanized 
leathe~ goods manufacturing plant, also under the control of TLAI, was put 
into operation by an Italian firm in 1982 b~t its production was started in 
the MSC because of difficulties in energy supply. Smaller units were furthe• 
set up in the TTL and MOT and a new leather ~oods u11it is under establishment 
by SIDO. Some othe~ private entrepreneurs proauce ~arious leather goods as 
well. The quality of the products is far from b~ing acceptable, mainly owing 
to a poor design a~d workmanship. 

In general, the Tanzanian leather-products industry sub5ector is fairly 
well equipped as to machinery, especially in the MSC. The main pLoblems in 
the capacity utilization are: 

~a) Irregular supply of leather from the local tanneries, 

(b) Shortage of foreign exchange required for the purchase of auxiliary 
materials and spare parts; 

(c) Lack of know-how and expertise in managem:nt and technology. 

Owing ot the substandard qua:ity of footwear and leather goods 
manufactured in the United Republic of Tanzania there was so far no export of 
footwear and leather goods. 

D. Industrial infrastructure 

The United Republic of Tanzania, like the majority of developing 
countries, faces increasing difficulties as to the availability of hard 
currencies and energy. Usually the Government (through its banking 
organizations) controls the foreign exchange inflow and outflow and in many 
cases it takes a long time to obtain the import licenses for imported inputs 
and spare parts. This, consequently, interrupts the production process and 
increases the number of idle machinery requiring repair or maintenance. The 
unreliable electric energy supply has been and still is the other reason for 
production stops which last for hours or sometimes (as it has happened 
frequently in Mwanza) for weeks. 

The water supply for the tanneries seems to be sufficient. The disposal 
of effluents hss so far not been a serious problem in the country. 

Transport has to be considered as another weak infrastructural area in 
the United Republic of Tanzania. There is not always sufficient f~e: 
available for motor vehicles and the supply of tires and other c'mponents 
depends on imports. The roads are in a rather bad condition whici. ~akes the 
inland transport slow and causes a quick depreciation of vehicles. Owi~g to 
the geographic location of the United Republic of Tanzania, the majority of 
imported goods arrive at and the exported ~oods depart from the Car-es-Sa~.aam 
harbour. The transport by sea takes at least several weeks. The air freight 
may add 10-20 per cent on the prices which would increase the export prices up 
to an unacceptable level. 
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The Moro~oro Industrial F.state is located just outside the Morogoro town 
providing jobs for the local population. There are the MOT, the MSC and the 
leather-goods factory. The Morogoro Canvas Mill (MCM), as a subsidiary 
company of Tt~I. was installed in 1983. The project was sponsored by a 
long-term loan granted by the European E~onomic Corrununity (EEC) and the 
starting-up and the implementation are supervised by a team of 15 German and 
Dutch experts who have the controlling power in the factory. The MCM has 
already achieved 90 per cent of its one-shift capacity; the second shift is to 
be introduced still in 1984. The targeted output is 9.5 million m2 of 
canvas made of local cottcn. With regard to the material inputs the import 
dependence rates at 15 per cent. 

The MLB is under construction and due to start its operation in 1985. It 
will make use of leather waste materials from the TLAI tanneries and shoe 
factories. The leather board to be produced there will be utilizied, if of 
acceptable quality, for the manufacture of certain footwear and leather-goods 
components. 

The TILT was established in 1982 to prov:de the rapidly growing Tanzanian 
leather and leather products industry with qualified personnel as well as with 
know-how in R and 0, quality control and maintenance. The Tanzanian Government 
provided the site and buildings in Mwanza, next to the MWT. Very modern 
equipment for laboratories, the tanning and leather manufacturing pilot plants 
and various training aid~ have been ~upplied by a UNIDO project financed from a 
special purpose contribution of Italy (US/URT/79/240). UNIDO has provided 
assistance in supplying the organizational structure, training programmes and 
syllabi for the Institute. Another UNIDO project is beir.g actively considered, 
and, pending financial approval from a donor country, is scheduled to start 
operating mid-1985. It is expected ~o render expert and training services for 
the starting-up period and assist in TILT's training and Rand D activities. 

E. Marketing of leather and leather products 

It is esti~ated that approximately three ~illion pairs of leather and 
canvas footwear are marketed in the United Republic of Tanzania per year. 
Thus the average yearly per capita shoe consumption is about 0.2 pairs. The 
same parameter in industrialized countries is 4.0-4.5 pairs/capita/year and 
the average for developing countries is 1.0 pair/capita/year. In comparison, 
other least-developed countries with a similar climate have a higher footwear 
consumption and the calculated minimum requirement of footwear in those 
countries is still at least five times more than the actual consumption in the 
United Republic of Tanzania. 

In spite of the low living standard of the local population and its 
conseq~ently limited purchase power, there is a big demand for leather 
products in the country. A pair of locally-manufactured dress shoes costs 
TSh 500-650 in retail, the price of clogs with wooden soles is TSh 470-550 and 
that of joggin~; shoes TSh 470-570. Similar footwear is available on the world 
market for SU~ 6-15, f .o.b. The prices are even higher for imported footwear 
available rat~er rarely through unrecorded trade. 

Retailers, among which BORA is the most important one having outlets 
throughout the country, have no diff~culties in selling shoes. The colours 
and styles offered by the retailers are far behind the actual fashion trend; 
the delay is 3-4 years or more. 
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The produ;tion plans of MSC are based on materials available from stock 
r~ther than on orders. The products arrive at the ready-goods stock where the 
retailers may sele~t styles and collect supplies provided that they also take 
parts of the rejects. Although the footwear graded as "first class" in MSC is 
of a very poor quality with regard tc aesthetics and physical properties, and 
the buyers' limitations are fairly big {see above), the company management has 
no difficulties in maintaining the high price level. This fact underlines how 
big the domestic demand of footwear is. 

Owing to the big local demand and the quality problems, practically no 
footwear or leather goods have been exported by the Tl.AI and its subsidiary 
companies until now. There is a possibility to sell shoes to neighbouring 
countries (e.g. Mozambique, Uganda and Zambia). However, the prices 
achievable on the export market would not cover the high manufacturing costs 
and since no export incentive scheme ex~sts in the United Republic of 
Tanzania, the shoe factories will prefer the local market. 

Some machinery installed in the MSC could be used for the ma~ufacture of 
components which may be sold to other shoe factories or exported. Such items 
are unit soles, wooden soles or lasts, heels, top-pieces, laces and sole 
sewing thread~. The thread manufacturing unit is fully equipped, uses locally 
available yarns and its capacity is much higher than the demand of the MSC at 
its full operation. Regarding the other items, ther?. are significant 
difficulties, such as non-availability of basic materials (only through 
imports), lack of moulds and appropriate know-how. 

The local leather-products industry subsector is the main market for the 
!LAI tanneries. Owing to an insufficient supply of imported chemicals and 
limited finishing capacities, the leather manufacturers are unable to meet 
orders as to colours, finishes etc. The leather prices (e.g. T.Sh 240-290/m2 
for corrected-grain and !Sh 280-340/m2 for full-grain upper leather, 
TSh 130-170/m2 for lining leather) are closer to the world market prices 
($US 12-20, 16-24 and 6-8/m2 respectively) than those of footwear, but they 
are still high, especially if taking into account the low quality. Through 
its raw hides anct skins and the leath~r sector, the United Republic of 
Tanzania earned $US 10.8 million in 1982 through exports. The leather sold on 
the in~ernational market was chiefly semi-processed. Neither the !LAI nor its 
companies have a marketing organization dealing specifically with the export 
business. Market information is rare, the marketing channels still need to be 
established. 

F. Economic and social aspects 

The leather and leather products industry sector in the United Republic 
of Tanzania provides jobs for approximately 5,500 local people. If the 
installed equipment could be utilized at 80 per cent of its capacity, about 
2,500 jobs more would be available. By starting up the TI~T. 80-120 qualified 
key operators and middle-management staff would be trained annually, providing 
the opportunity for the acquisit:on of a wide range of skills and experience. 

ThP. Go'lernment of the United Republic of Tanzania charges a 25 per cent 
sales tax on leather marketed locally wnich contributes to the national budget 
the amount of !Sh 30 million per year. In addition, the tanneries, shoe and 
leather goods factories pay 20 per cen~ import duty plus 25-50 per cent sales 
tax on imported items which amounts Lo approximately TSh 15 million per year. 
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The lccal leather-products industry, predominantly the TLAl factories, 
supply almost all the footwear for the local market while the TLAI tanneries 
provide all the basic materials for the local leather-products manufacturers. 
If the declining production trend does not come to a halt in this sector, a 
certain amount of footwear will have to be imported and decrease the income 
from leather exports. In this case, the balance of foreign exchange of the 
United Republic of Tanzania would show an ~ven big~er deficit anG the 
unemployment rate would increase. 



- 19 -

Ii. REHABILITATION OBJECTIVES 

A. The main problem areas 

The appraisal of the perfor.nance of the most important Tanzanian leather 
and leather-products manufacturing units proved that this industc1al sector 
shows several weaknesses, some of which are related to the general economic 
situation of the country. Others are more specific and ~e~uire remedial steps 
in the very near futur~. The identified problem areas may be grouped as 
follows: 

(a) Lack of appropriate technical and managerial know-how for running 
tanneries and shoe factories - mainly owing to inadequate or insufficient 
training of local personnel; 

(b) Financial difficulties of !LAI factories in terms of liquidity 
(because of the fairly big losses) and foreign exchange (required for imports 
of spare parts and important auxiliary ma~zrials ensuring a continuous 
product ion); 

(c) The difference in the profitability of production for exports as 
against production for the local market - i.e. no real export incentives; 

(d) Neither the manufacturing units nor the !LAI have relevant 
information on the international market of leather and leather products; there 
is no properly organized marketing activity; 

(e) In spite of fairly extensive investments made during the last decade 
the plant capacities are unbalanced; 

(f) The MSC should play a key role in the Tanzanian leather trade but 
owing to the afore-mentioned problems it is not in a position to absorb the 
possible output of local tanneries and supply footwear for the local market 
and, eventually, for exports. 

The UNIDO projects have proven that the manpower development (i.e. 
provision of know-'hnw, labour and management training, fellowship prograr-.• n~s) 
through international expertise gives the best benefit for the local 
industry. Thus, it is extremely desirable to obtain international 
co-operation in the rehabilitation of the Tanzanian leather and 
leather-products industry sector, with special reference to the MSC. 

B. Objectives 

One of the obvious mistakes made in the past in connection with the 
industrial development of the United Republic of Tanzania, particularly in 
case of the MSC, was that the targets with respect to export volume and 
duration of starting-up period were too optimistic. The whole leather and 
leather-products subsector in this country is rather special since it is much 
more concentrated than in other developing and in many industrialized 
countries. The plant capacities are fairly big requiring special management 
systems and 1ualified personnel. When determining the rehabilitation 
objectives, special attention should be given to the setting of realistic 
targets. 
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The team of experts r-ecommends the follcwing objectiv.;)s for the 
rehabilitation programme: 

(a) Increase the output. of finished leather of the !LAI tanneries, 
improve the quality to an internationally acceptable level; 

(b) Produce footwear in accordance with the local demand, using locally 
available leather and canvas with a minimum of imported components; 

(c) Graduallr ente: the international leather and leather products 
market and establish contacts and marketing channels; 

(d) Introduce ~ana~ement systems suitable for large (concentrated) 
manufacturing units; 

(e) Develop the professional knowledge and experience of local staff to 
the level required for running a concentrated industry; 

(f) Make appropriate arrangements with the relevant governme~t 
authorities and financial institutions to obtain the necessary (legal and 
financial) conditions for the continuous and profitable operation of the 
Tanzanian leather and leather-products industry. 

The high-level objectives of the rehabilitation prograrrnne are to fully 
utilize the installed capaciti~s by using the existing resources such as raw 
hides and skins and cotton, to increase the value added on the same 
commodities, to provide the local population with jo~~ and at the same time 
with suitable footwear. 



- 2l -

111. THE MASTER PLAN FOR REHABILITATION 

A. Raw hides and skins suoply 

The basic requi~ement for developing the Tanzanian leather and leather
products industr~ is the availability of local hides and skins. This natural 
resource constitutes the most important prerequisite for the proposed 
rehabilitation programme; therefore, all efforts have to be concentrated on 
fully exploiting the country's potential in that respect. Although both, FAO 
and UNIOO, have made considerable contributions towards this objective, the 
following recommendations should be implemented as soon as pos5ible. 

l. Prices 

The prices for raw hides and skin~ have to be fixed according to their 
real market value to increase the recovery of these important materials for 
industrial processing in the United Republic of Tanzania. This more flexible 
pricing mechanism has to be combined with a closer control of the market which 
is unrecorded today (i.e. black market, smuggling); 

2. Collection system 

The collection system (network) and its infrastructure (including 
flaying, storing, transport, grading) needs impro~ement. The necessary 
actions have been reconunended by FAQ and UNIDO experts earlier; now the 
realization of the same should commence immed:ately; 

The mar~ins set by the THS on raw hides and skins is unacceptably high 
due to the high overhead costs. It is strongly recommended to simplify the 
operation of this organization and to reduce the unjustified margins to a 
maximum extent possible. 

Through previous United Nations projects recommendations as well as 
practical steps have been elaborated which are still valid and may be 
implemented. Most of them do not require extra funds while others may be 
executed using local financial re~ources; for some an increased output would 
cover the expenses incurred. 

8. Leather processing 

Previous UNIDO act:vities were mainly oriented towards the leather 
subsecto~ of !LAI. The result is reflected in the better perfonnance of the 
three large tann~ries as compared to the footwear factories. The following 
further efforts are required to overcome certain problems and to provide a 
wider scope of operation for the installed tanneries. 

1. Modification of production programme 

The installed (however unbalanced) high tanning and finishing capacities 
are not in proportion either wi~h the raw hides and skins available or the 
finished leather required by the local leather-products manufacturers. 
Nevertheless, the production programme (i.e. the product-mix) of Tl.AI 
tanneries has to be modified as is shown in table 3. 
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Table 3. Modified production programme for TLAI tanneries 

Type of leather 

Smooth/cot"t"ected gt"ain 

Smooth/aniline Ot" softee 

Embossed/aniline o~ 
semi-aniline 

Suede and splits 

Semi-pt"ocessed 

Subtotal bovine leathet" 

Goat and sheep 

Shoe uppet" 
Lining and woven leathet" 
Semi-processed 

Subtotal skins 

TOTAL soft leather 

aeavy leather (sole/insole) 

Semi-finished 
leathers 

(wet blue/ct"ust) ,., 

Finished 
leather 

~~~~-thousand m'/yeat"~~~~~~~-

670 

670 

300 

300 

970 + 

500 

440 

350 

380 

l 670 

350 
150 

500 

2 170 = 3 140 

350 000 leg 

2. Inct"ease export of semi-processed leather 

About 300,000 m2 of finished leather and all wet-blue and crust leathe~s 
(970,000 m2) wil~ be available for export yearly, which would provide an 
income in hard currency of approximately $US 9 million - more than double of 
~~~ subsector's earnings today. Since the local shoe industry will not be able 
to run at its full capacity and its requirement for finished leathet" will be 
less during the starting-up period, it is recommended to maximize the export of 
semi-processed leather dut"ing that time. It must be emphasized that the output 
of the tanneries exceeding the local requirements is needed to earn foreign 
exchange. 

3. Additional investments 

Since TLAI tanneries do not have sufficient finishing capacities and some 
of the equipment and plants need urgent maintenance or replacement, additional 
investments are needed. The list of machinery to be acquired is contained in 
annex II; the total investment needed is: 
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Equipment 
Initial stock of spare parts 
Plant extension and repair 

4. ~vailability of chemicals 

$US 3 000 000 
$US 400 000 
TSh 18 000 000 

Since chemicals for tanning and finishing of leather are not available 
locally, they have to be imported. A list of the most important items and the 
required quantities per year \in accordance with the tar~eted production 
programme and output) is also indicated in annex II. The total yearly 
investment needed is the following: 

Auxiliary materials 
Spare parts 

Total 

5. Additional training 

$US 3 000 000 
$US 300 000 

$US 3 300 000 

The fellowship programme carried out under previous UNIDO projects has 
made available a considerable number of qualified personnel working now in the 
TLAI and its tanneries. However, further t~~ining is still necessary to 
enable the local technical and managerial staff to up-date their knowledge as 
well as to maintain in~ernational contacts in the leather trade through 
training and study tours abroad. In addition, ~bout 600 operators, quality 
controllers, production supervisors, maintenance staff and middl~-managers 
r.eed to be trained or retrained during the next ten years in TILT or other 
institutes. 

C. Footwear manufacturing 

As ~entioned earlier, ~ith respect to hardware the footwear subsector is 
in a much better position than the tanning industry, but the respective 
software (know-how and trained personnel) does not suffice. As a consequence, 
rP.latively big resources are not utilized today in the two major shoe 
factories, especially in the MSC. It is, therefore, recommended to pay 
special attention to the leather-products manufacturing when the 
rehabilitation programme is implemented. 

l. Specialization of the two shoe facl.odes 

The twc large shoe plants, i.e. TSC and MSC, have very similar pro~uct 
ranges and use almost the same technology today. Since the operator and 
managerial skills differ in these plants, it is recommended to introduce some 
speciali:~ation for each of them. An option would be to produce footwear with 
PUR soles and boots with rubber soles in BORA and concentrate on PVC 
technology in the MSC. 

2. Establish cost/profit centres within MSC 

Since the MSC is a fairly complex plant requ1r1ng special management 
methods and unique technologies for its differing units, it is strongly 
recommended to establish individual sections reporti~g to the top management 
only. These sections should operate as cost/profit centres having their own 
budget and doing their own purchasing, design, production management, labour 
recruitment, ma~keting etc. Such profit centres may be: 



(al Wooden components (lasts, heels, soles) manufacturing; 

(b) Lace and sole sewing threads manufacturing; 

(c) Shoe components (insoles, stiffeners, unit soles, plastic and 
leather heels etc.) prefabrication; 

(d) Clogs manufacturing; 

(e) Canvas shoe manufacturing (including canvas upper production for 
export) ; 

(f) Leather shoes manufacturing; 

(g) Moccasin manufacturing; 

~h) Shoe manufacturing with direct injection moulding; 

(i) Maintenance, engineering and tool-making. 

3. Establish a realistic productio~ programme for MSC 

Taking into account the equipment available, the market requirements and 
the quality level which may be achieved in five years' time, the production 
programme shown in table 4 seems to be realistic for the MSC at the end of the 
fifth year after the rehabilitation. 

Table 4. Production programme for MSC at the end of the fifth year 
after rehabi~itation 

Expot"t 
Total output Thousand 

Type of product ( tho11sanrl nitirs/year) pairs/year Percentage 

Canvas shoes l 000 400 
Jogging shoes 220 
Clogs 200 
Safari boots 400 100 
Sandals 730 200 
Moccasins 550 100 
Dress shoes 400 

Total shoe!" 3 500 800 

Insoles 300!/ 
Prefabricated soles 250!/ 
Unit soles 100!/ 
Shoe laces 8 ooo!/ 1 000 
Wooden scles 200AI 
Heels 500!/ 

a/ In addition to the components required for the MSC assembling 
processes. 

40 

25 
27 
18 

23 

12 
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The proposed product range is smaller than envisaged in the original 
plan, especiallj in terms of expnrt. Designs, documentation, pattern3 and (if 
possible) cutting dies and moulds should be obtai"ed from the foreign partner 
for the starting-up period. 

4. Concl·.de a management contract:. ... ~ t~ a for"eign partner 

The balance sheets and the overall performance of the MSC over" the past 
years prove that the local management i~ unable to overcome the existing 
difficulties without external assistance. :~us the r·_habilitation programme 
must be based on international know-how. Th~ best way to gain and use the 
knowledge required is ~o find a suitable partner for co-ooeration. First, a 
management contract should be concl~ded which would provide the MSC and its 
staff with thorough on-the-job training, active participation in running the 
company and access to certain market information on products to be manufac
tured. After having developed the necessary operational and management skills 
and gained so~e experience in manufacturing processes and quality control, 
this contract may be changed to a collaboration agreement under which the MSC 
would supply certain components (e.g. uppers, soles) in exchange for spare 
parts and materials (e.g. PVC compound). The success of su~h a collaboration 
depen(s on the mutual interests of the partners. The foreign partner must 
h~ve full controlling power in the MSC during the management contr~ct, like in 
t~::: :1CM. 

The total cost ~f the technical assistance programme is estimated at $US 
1.8 million (for the breakdown see annex III) while the cost of managemr.nt 
training is approximately $US 510,000 during the pr~-operational and 
starting-up period. Further details about the conditions and the framewor~ of 
the propos~d agreements are given in annex II. 

5. Overhaul and conservation of existir~ machinery 

Most of the valuable and expensive equipment in the MSC anJ the MW1' has 
not been used since it was installed. These machines need vrgent overhauling 
and conservation. It is recommended to ~ubcontract an experienced engineering 
company to repair and maintain all equipment, to install a proper maintenance 
~orkshop and to train some mechanics in the MSC. !he estimated cost of 
maintenance and building repair is Sus 450,000. 

6. Balance the production capacity 

!he MSC is over-equipped in many respects, i.e. a number of machines (the 
majority has never been used) could be transferred to other shoe-manufacturing 
units in the United Republic of !anzani~. It is, therefore, strongly 
recommended to stop importing any equipment for the !LAI and SIDO footwear and 
leather-goods units until a foreign partner is contracted for the MSC and 
makes a comprehensive list of surplus machinery, which eventually will have to 
be sold. At the same time, some other equipment will be needed to balance the 
production capa~ity in the MSC. The total investment needs are about 
$US 1,100,000, while the estimated value of the su~plus equipment is $US 
300,000. 

7. Obtain assistance in marketing 

Since the MSC has not established any marketing channels, special 
attention has to be paid to this activity. The foreign partner's duty will 
also comprise aasistance in marketing including a~ internal marketing 
organization, marketing policy, public relations, gradual establishment of 
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contacts ~ith ~holesale~~ and retailers. As far as export is concerned, 
thorough market studies oug~t to be conducted in order to explore 
possibilities for exchanging footwear against goods from neighbouring 
countries badly needed in the United Repub~ic of Tanz~nia (e.g. tires 
available in Mozamb:que). The asttmated cost of a well-elaborated and 
reliable market study is approximately $US 150,000. 

8. Carry out a foot-measurement prof,ramme 

A large number of antropometric studies as well as trading and 
orthopaedic experien~es prove that ethnical differences are reflected in the 
fonn, proportions and size ranges of the human body, parti~ularly in feet. A 
recently completed UNIDO ~urvey in Ethiopia clearly showed the necessity of 
establishing local standards for shoe lasts which woul~ be f~irly different 
from those used in Europe or the United States. Thus, it is recommended to 
carry out a foot-measurement programme in the United Republic of Tanzania to 
detennine the size and fit requirements of the local population and to design 
lasts accordingly. !he cost of such a programme is estimated at $US 80,000. 

D. Financial and organi:ational conditions 

A number of existing problems cannot be solved a~ the company level; they 
need act1ons and decisions to be taken by t~e Governnen+:, its financial 
institutions or the respective parastatal organi~atiJns. 

1. Simplify administrative procedures 

011e of the main reasons for the high costs of services and high prices of 
commodities in the Cnited Republic of Tanzo.nid are the huge overheads added to 
the production costs. Measures are to be taken to reduce the number of staff 
and to simplify administrative prncedures of companies and parastatal 
organizations. It is recomm~nded to consider the merging of the !LAI and THS 
which would improve the raw hides and skins supply, eliminate a considerable 
mark-up on prices and most pro~ably would provide the Governm~nt with a better 
control over this trade. 

2. Carry out physical inventories 

A survey of balance sheets and visits to factories showed a discrepancy 
between the physi~al stocks and the stocks listed in the books in ~ome of the 
!LAI subsidiary companies. In order to get a clear picture and to base the 
future co-operation with a foreign partner on reliable information, physical 
inventories have to be made in all warehouses of every TI.AI company (at an 
agreed-upon date, if pos~i~1e) en~ the books have to be corrected accordingly. 
The same applies to all the assets: they have to be audited ar.~ the balance 
2heets corrected accordingly. 

3. Obtain new equity capital 

As the losses of the MSC (to~elher with the value of spare parts and 
materials which di~app~ared from the stocks) exceed the s~are capital in 1984, 
the old shares should be declared nil and void. The GovernmP.nt of the United 
Republic cf Tanzania shoula provide !Sh 1.00 million as a new equity capital. 

4. Establish a new trading company 

It is reconunended to install an individual and specialized footwear and 
leather-goods trading company in the United Republic of Tanzania which would 
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tdke over the wholesaling and retail of the commodities from BORA. By 
developing a retail chain throughout the country, the cistribution of footwear 
would improve and the competition among manufasturers would be fairer. 

5. Increase co-operation between TL.A~ and SIDO 

Since the TL.AI and SIOO h~ve overlapping responsibilities in controlling 
the local leather and leather-products :ndustries, their co-operation should 
be much closer than it is today. The Ministry of Industry and Trade may 
request the elaboration of a comprehensive pla~ for ~oncerted actions to be 
taken ~y both parties. The first step might 'e a survey of installed 
capacities and equipment available in the fo~_wear and leather-goods subsector 
and the introduction of a co-ordinated investment policy including the 
exchange of surplus equipment. 

6. Increase attra~tiveness of exports 

In spite of using locally available leat~~r, the footwear and leather
products manufacturing depends on the supply of imported auxiliary materials 
and s~are parts. In case of tite MSC, the value of such imported inputs would 
be approximately $US 6.2 million per year corr~sponding to !Sh 174 million 
(including import duty and taxes) or 21 per cent ot total material costs 
(without duty and taxes) - a detailed breakdown is shown in annex III. In 
order to ensure a positive balance of foreign exchange in chis subsector, 
export earnings are badly needed; but the present economic system does nnt 
encourage manufacturers to sell their products abroad. To make exports more 
attractive, it is reconunended to: 

(a) Centralize the foreign trade administration (e.g. Jicences, 
correspondence, duty and transport formalities) in the !LAI for all its 
subsidiary companies; 

(b) Co-ordinate imports in bulk supplies which are less costly and 
require less administrative work and ecforts in marketing (market research, 
participation in fairs etc.); 

(c) Introduce an export incentive system compensating companies for 
losses in export and leaving them 50 per cent of their export earnings for 
quick supply of spare pRrts and materials (a~ it is the case in the MCM). 

7. ~ole of TILT 

!IL! has to play a k~y role in the ~ehabilitation programme as far as 
training, quality control, product development, se~vices in R and D and 
maintenance, as well as supply of techno-economic information are concerned. 
The organizational structure, training and R and D programmes as elaborated by 
the UNICO project RP/URT/82/005 have to be implemented as soon as possible. 
The Institute should concentrate on middle-management and key-oferator 
training using very practical methods. 

8. Ensure availability of sufficient f~nds 

The rehabilitation programme requires a considerable amount of foreign 
currencies for its implementation. As can be seen in annex III, the total 
amount required for the MSC alone is estimated at $US 16.l million during the 
first six years. If a decision is made in favour of the implementation of the 
proposed programine, sufficient fundz should be made available for the TLAI and 
its subsidi&ry companies, possibly through additional IDA assistance. 
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IV. fINAN~IAL, ECONOMIC AND SENSITIVITY ANALYS~S 

Based on the findings and recommendations made by the t~chnical experts, 
the proposed rehabilitation programme has been reviewed in financial and 
economic terms. The analysis was completed in three stages, i.e. the 
financial analysis in acco•dance with the UNIDO Manual for the Preparation of 
Industrial Feasibility Studies, the economic analysis converting all the 
financial •ralues at border prices including using the World Bank standard 
conversicn factor est3blished for the United Republic of Tanzania; the 
sensitivity analysis using the UNIDO Computer Model for Feasibility Analysis 
and Reporting (COMFAR). This report presents the basic financial and economic 
analysis completed manually (annex III) and COMFAR printouts of one of the 
sensitivity analyses (annex IV), i.e. considering a 40 per cent higher labour 
cost, decreasing all the sales prices by 15 per cent and a possible 
devaluation of Tanzanian shilling by 75 per cent, ~hich the World Bank 
strongly rPconunends. 

A. Financial analysis 

The basic financial analysis of the rehabilitation programme for the MSC 
was carried out after a thorough examination o~ the marketability of the 
products and the total production costs (factory costs, overheads, 
depreciation and financial costs). All the necessary indicators such as 
initial and current investment costs, cash flow table, balance sheets, net 
income statements, sources of finance and net working capital were analysed on 
the basis of inputs of the technical experts. 

Particular considerations and assumptions are as follow~: 

(a) A reformed MSC would take over the fixed assets of the present 
company at their book value as at 31 December 1983 (TSh 97 million); 

(b) The domestic prices for footwear are set according to the recent 
retail and ex-factory prices minus 15-20 per cent; 

(c) E~port prices are c.i.f. Western Europe minus 15 per cent ~iscount 
to cover the cost of mar~et introdu~tion; 

(d) If the recommendations for improving the machinery and increasing 
the finishing cap~cities in Tanzanian tanneries are carried out, there will be 
ample 5upplies of leather for the shoe production; 

(e) The labour requirements have been estimated to be around 25 per cent 
~hove the normally required level of an industrialized country; 

(f) Appropriate know-how and management will be provided by a foreign 
partner having extensive experience in running large and concentrated shoe 
productions, similar to the MSC in size and plant organization; 

(g) 

profits, 
materiAl 
benefits 

A subsidy of minimum 26 per cent of manufacturing costs, including 
will b~ granted for export products to compensate for the high 
costs due to tariffs and taxes, or measures giving similar financial 
to the manufacturers will be introduced to promote export activities; 

(h) The MSC and all otner Tanzanian leather-products exporters will get 
the guarantee that a significant share (about SO per cent) of the gross 
foreign exchange earned may be used by them for direct imports. 
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8. Conclusions of the financial analysis 

From the financial viewpoint the project is likely to be extremely 
profitable, yielding an internal rate of return after tax of arc n' 50 per 
cent. There are a number of risks involved. Total sales re~e1ue may not 
reach the projected figure - indeed, some price reductions are likely to be 
necessary to dispose of the full output. Costs of production, in particular 
the excessive use of labour, may be higher than anticipated. However, given 
the high base rate of return there is room for appreciable adverse changes in 
both revenue and costs and yet still to achieve a healthy internal rate of 
return. Two other factors are essential to the success of the project. 
First, the foreign exchange requirements must be covered, otherwise production 
will be interrupted anct costs will escalate. Second, and of absolutely prime 
importance, the perf0rmance of the project will depend crucially on the 
quality of the foreign partner and on the services which he ~ill provide. 

With regard t~ the financing of the project this will depend to some 
extent on the size of the financial residue from the present company following 
a proper audit of the situation. It is also necessary to take into account 
the outstanding World Ban~ loan. In this connection it is hoped that the 
World Bank would make appropriate arrangements with the Government of the 
United Republic of Tanzania. 

The following financial arrangements are proposed for the ttnewtt MSC. The 
Tanzanian Government should provide TSh 100 million of new equity capital. 
This will cover some of the financial requirements for the first year of 
operation. Any deficit can be met by short-term borrowing and in later years 
finance can be provided from the increasingly large net profits. With regard 
to the foreign exchange requirements, the Tanzanian Government should enter 
into discussions with the World Bank with a view to providing a loan to cover 
the foreign exchange needs of the project. These amount to TSh 282 million 
over a period of six years. The World Bank might wish to consider some 
arrangement whereby finance will be released depending on the performance of 
the project. 

From the purely financial point of view, if the rehabilitat1on plan does 
not go ahead, the United Republic of Tanzania would probably be left with just 
the fixed assets with a book value at 31 December 1984 of TSh 89 million and 
worth in the open roarket about !Sh 43 million. The rehabilitation plan 
provides a way of using these assets. The cost is high, particularly in tet"ms 
of foreign exchange and the need for further borrowing from the World Bank, 
but the return in financial terms is likely to be considerable. The project 
can, therefore, be recommended from the financial viewpoint. 

C. Economic analysis 

The economic analysis was completed in order to examine the project from 
the viewpoint of the development of the United Republic of Tanzania as a 
whole. Thus all the outputs (benefits) and inputs (costs) were valued at 
border prices. The following specific adjustments have been made: 

(a) Output (sales revenue) valued at c.i.f. prices; 

(b) Imported raw materials at c.i.f. prices; 

(c) Domestic raw fuaterials which could be exported - at f.o.b. prices; 
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(j) F1ctory labour - the unskilled elemen: at SO per cent of its cost. 
The wages of unskilled labour in the Uniteo Republic of Tanzania do not 
reflect lhe true ~~portunity cost of that lab~ur; 

(e) Non-tractable items, such as utilities, transport, overheaus etc., 
have been valued using a standard conversion factor of 0.75 which has been 
estimated for the United Republic of Tanzania by the World Bank; 

(fl Capital costs - the economic value of the fi~ed assets is estimated 
at TSh 43 million as opposed to the uook value of TSh 97 million. Provision 
is made for TSh 3 million to be spent in the first year to provide 
accommodation for technical assistance personnel; 

(g) Working capital has been adjusted ~o border prices and will be 
recovered in the final year of the project. 

o. Conclusion of the economic analysis 

The economic rate of return produces much less favourable results. Based 
on prices reflecti~; the real rate of exchange, it is approximately zero. If 
the rate of exchange of TSh 30.6 =$US 1 (i.e. 75 per cent devaluation as 
compared to the recent value) is used, the economic rata of return becomes 
15.8 per cent which in case of the United Republic of Tanzania is a generally 
acceptable rate for a project. Regarding the effective rate of protection, 
indicating the international competitiveness of a project, the proposed 
programme offers 216 per cent of added value for domestic materials (mainly 
leather) used. This entails the very high rate of effective protection of 620 
per cent, showing the effects of the Tanzanian tariff and tax syst~m and 
reflecting the poor international co~petitiveness. 

The foreign exchange savings in this project are $US 24.5 million, which 
repres~nts the costs for importing the shoes less the cost of imported 
materials ($US 6.2 million) giving a saving of $US 18.3 million. The domestic 
resources used, at market prices, amount to TSh 487 million giving a project 
rate of exchange of TSh 26.6 against $US 1. 

In short, the economic analysis does not favour the project, but it is 
for the Government of the United Republic of Tanzania to decide whether the 
savings in foreign exchange plus other non-quantifiable benefits outweigh the 
costs of the project in terms of domestic and foreign resources used. 

E. Sensitivity analysis 

The sensitivity analysis was carried out using UNIDO COMFAR for the 
economic analysis. The questions raised in the above financial and economic 
analyses, i.e. reduction of sales price, higher labour costs stenuning from 
lower productivity, devaluation of the Tanzanian shilling as well as some 
modifications in the required working capital were taken into account. The 
results are as follows: 

(a) An increase of labour costs (i.e. assuming a lower productivity in 
the MSC) by 40' per cent only decreases the economic internal rate of return by 
0.8 per cent, which proves that this project is not so sensitive as was 
expected with respect to labour involvement and productivity; 
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(b) If a lower productivity as above is assumed, a decrease of selling 
prices for footwear by 15 per cent (as a local market response to bulk 
supplies) and a devaluation of the Tanzanian shilling by 75 per cent, plus 
reduced working capital (approximately TSh 170 million in total) at the full 
capacity stage, mainly stemming from reduction in cash in hand (from TSh 133.9 
million to almost TSh 4 miLlion), the economic rate of return becomes more 
t)an 17. 74 per cent (see annex IV). 

Thus, the analysis based on the assumptions as in (bl above, i.e. 
forecast of higher production costs, lower sales revenue derived from lower 
sales price, suggested devaluation of the Tanzanian shilling and ideal 
financial management (minimized cash in hand) may show the economic analysis 
as one of the realistic and successful cases of M~2 op~ration. 
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'I. PLAN OF AC':'IONS TO BE T~KEN 

7he rehabilitation progranune will be implemented in three phases. The 
first phase is a preparation process lasting about one year, during which all 
the necessary decisions will be taken and the most important arrangements and 
contracts concluded. The second phase consists of the rehabilitation of the 
leather-processing industry as well as the starting-up period of the MSC. 
During the last phase the trained local staff will take over the control of 
the whole leather and leather-products industry subsector in the United 
Republic of Tanzania. 

As far as the tanning industry is concerned, the most important actions 
to be taken are described in chapter III, setions A and B. With regard to the 
leather-products industry - with special reference to the MSC - a netplan 
showr figure I outlines how the preparatory activities have to be 
co-ordinated; the netplan was computed by the critical path method using a 
Kaypro II micro-computer at UNIDO headquarters. 

The most important actions are the following (code F stands for foreign 
partner, G for Government, T for TL.AI and M for MSC, indicating the specific 
r~sponsibility for the particular activity): 

Tl (1-2) Negotiations with foreign partners. It!~~ recommended to ;nvite 
the companies listed below to discuss possibilities and terms of future 
co-operation regarding the necessary know-how and training. The companies are 
listed in order of priority: 

Borovo shoe factory (Borovo, Yugoslavia) 
Tisza shoe factory (Martfil, Hungary) 
SVIT shoe factory (Gottwaldov, Czechoslovakia) 
Service Industries Ltd. (Lahore, Pakistan). 

T2 (1-3) Physical inventory to be made in every TL.AI subsidiary company 
to provide reliable ;~formation on stocks. 

Gl (1-4) Evaluation of reports and recommendations made by project 
experts as well as analysis of the proposed evaluation programme. 

Ml (1-10) 0Yerhauling and conservation of the equipment in the MSC. 

T3 (3-4) The balance sheets of the TI.AI companies have to be corrected 
according to the results of the physical inventories. 

G2 (4-5) High-level government offices (including the Ministry of 
Industry and Trade and the Treasury) together with IDA representatives have to 
make a decision on the rehabilitation progranune and its execution. 

G3 (4-10) Formation and starting-up of an independent leather-products 
!rading company responsible for domestic sales. 

G4 (5-6) Appropriate arrangements have to be made to ensure a more 
flexible import system (licensing and financing) for the MSC. 

T4 (5-7) On the basis of decisions made by the government b~dies, a 
detailed and final plan has to be made for the whole rehabilitation programme, 
indicating costs, responsibilities, milestones, deadlines and the monitoring 
mechanism. 
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GS (5-81 The Government of the United Republic of Tanzania should take 
measures to obtain the necessary funds (both $US and TShl for the 
rehabilitation. 

G6 (5-11) The respective government authorities should introduce an 
export incentive scheme in the United Republic of Tanzania to obtain hard 
currencies through exports of commodities. 

TS (6-11) Installation of a centralized uni~ in the TLAI for forei~ 
trade administration assisting all subsidiary companies with export/import 
licensing, correspondence, shipping documents etc. 

T6 (8-9) TLAI ccmpanies which have lost (partly or entirely) their 
working capital should be pro~ided with the required financial means to solve 
the basic liquidity problem. 

Fl (8-10) After having evaluated the results of the negotiations, the 
most suitable foreign company has to be contracted to provide technical, 
marketing, training and managerial assistance to the MSC. 

F2 (8-13) I~plementation of a foot-measurement programme to detennine the 
size ranges and last constructions required by the local population; it is 
recommended to involve UNIDO assistance. 

M2 (10-12) Negotiations with domestic wholesalers and retailers in order 
to determine the type of footwear needed on the local market. 

M3 (10-15) Placir.g order~ and installing equipment to balance the MSC 
plant as advised by the contracted foreign partner. 

F3 (10-16) Instructor training for cutting and sewing operations. It is 
recommended to sub~ontract the Research Institute of Leather and Footwear 
Industry, Budapest, Hungary, for the whole labour and middle-management 
training if the contracted foreign partner is unable to supply an analytic 
on-the-job training system. 

F4 (10-171 The foreign partner has to assist in reorganizing and 
restaffing the management of the MSC. 

M4 (10-18) Surplus equipment of the MSC has to be sold or transferred to 
other footwear-manufacturing units in the United Republic of Tanzania or 
exchanged against other machines. 

!7 (11-18) A thorough market research is to be conducted abroad to find 
an export market for Tanzanian footwear. Preference should be given to the 
neighbouring and other African countries. 

FS (12-13) On the basis of the domestic market survey and in agreement 
with the foreign partner basic styles are to be selected (from the range 
produced by the foreign partner). 

MS (13-14) Placemert of orders for materials, auxiliari~s and spare parts 
required for the production. 

F6 (13-18) Supply of documentation, tools, moulds etc. by the foreign 
partner for the styles selected. 
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M6 (16-18) Training of ~first group of key operators by local 
instructors under the supervision of the foreign partner. 

Fl (17-18) Selection of suitably educated staff for middle-management 
training, start training on site. 

Ml (18-19) Start-up of production. 

The duration of the above programme (i.e. the length of the critical path 
as indicated in figures I and II is 42 weeks. Additional data of the netplan 
are enclosed in annex V. 

The cost of the rehabilitation programme is composed of the following: 

Hides and sk:ins improvement TSh 20.0 mi 11 ion 
Additional investment in tanneries $US 3.4 mi 11 ion 

+ TSh 18.0 mi 11 ion 
Filling up of tannery stocks $US 3.3 million 
Rehabilitation costs TSh 4.0 million 

+ $US 3.3 mi 11 ion 
Filling up of stocks of MSC $US 0.6 million 
Additional machinery for MSC $US 1.0 mi 11 ion 
Local expenses (mainly in kind) TSh 15.0 mi 11 ion 

Thus, the estimated cost of the whole programme is TSh 57 million plus 
$US 11.6 million, i.e. a total of TSh 256 million or $US 14.6 million. 
Furthermore $US 29.5 million (!Sh 516 million) will be required in foreign 
exchange for imported inputs over the first five years of operation. 
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LIST OF PROlECT PERSONNEL 

B. Svensson (Sweden). Previous UNIDO 
project manager of ~rejects 
OP/URT/78/010, US/URT/79/240, a senior 
e~pert with long experience in the United 
Republic of Tanzania, having been the 
General Manager of the first tannery in 
Moshi from 1967-1976. 

0. Klotzer (Federal Republic of 
Germany). ?revious chief technical 
advi~er of projects SI/URT/82/802, former 
Pres:dent of the German Shoe 
Manufacturers Associa~~on as well as of a 
big quality-footwear \dctory. 

F. Schmel (Hungary). Previously leader 
of the sub-contracted team of experts 
under project SI/URT/82/802, former UNIDO 
staff member, Head of Department in the 
Hunga~ian Research Institute of Leather 
and Footwear Industries. 

C.H. Oxtoby (United Kingdom of Great 
Britain and Northern Ireland). Senior 
lecturer at Bradford University, previous 
UNIDO consultant in ~conomics, serving 
under various projects. 

P.B. Buit (India). Previously leather 
technologist in projects DP/URT/78/010 
and US/URT/79/240. having ov~r ten years 
of successful UNIDO services in Ethiopia 
and the United Republic of Tanzania. 
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Annex II 

SUMMARI~S OF T~CHNICAL RePORTS ~/ 

A. Chief technical adviser (B. Svensson) 

A mission was undertaken by Messrs. A.S. Kasongwa, General Manager of 
TLAI, National Project Director', O.F. Klotzer, Management Consultant and 
B. Svensson, CTA, to Austria, Czechoslovakia, Federal Republic of Germany, 
Hungary, Pakistan, United Kingdom and Yugoslavia from 7 May-1 July 1984. 

1. Tisza Cipogyar, Martfu - Hungary 

Tha Tisza S~oe Factory was establish~d almost SO years ago by the BATA 
organization for mass production of le~ther, canv~~ and rubber footwear. The 
company employs 5,200 workers and staff, produces 10.S mii1ion pairs of shoes 
at medium and lower ~rice ranges for children, ladies and men. Half of the 
prod·1ction is exported to the Union of Soviet Socialist Republics and Western 
Europe. The company co-operates with ADIDAS (France) and Salaman~er (Federal 
Republic of Germany). Since a considerable part of the production is canvas 
footwear, the Tisza management was interested in getting samples from the MCM 
and saw possibilities to buy uppers from the United Republic of Tanzania. The 
management and supervisory staff is well traine~ and the production control 
system is commendabl~. 

2. Sabaria Cip6g1ar, Szombathely - Hungary 

The shoe factory is located near the Austrian border. The output is six 
million pairs of shoes yearly manufactured by 3,750 workers, out of which 
75 per cent are women. The company exports 3 million pairs of footwear per 
year mainly to the Union of Soviet Socialist Republics and Western Europe. 
40 per cent of the production is a direct injected-moulded construction using 
PVC sotes. The managers of the factory admitted to have a shortage of well 
qualified staff for a management contract but they would co-operate with other 
Hungarian companies in that respect, if required. 

3. Duna Cipogyar, Budapest - Hungary 

T~e factory's output is 4.5 million pairs/year, half of which is exported 
- mainly to the Union of Soviet Socialist Republics. Eighty-five per cent of 
the shoes produced heve leather uppers. 250,000 pairs of canvas and leather 
uppers are imported from India and Pakistan every year. The factor.y 
~anagement's attitude towards possible co-operation was similar to the one of 
the Sabaria company. 

4. Research Institute of ~eather and Footwear Industry, Budapest - Hungary 

The Institute plays an important role in R and D and labour training for 
the Hungarian leather and leather-products subsector. They have pilot plants 
for production trials and training, and special departments .or micro-computer 
application in the shoe manufacturing process. Instructors of this institute 

~I The complete indi·~idual reports are available at UNIOO headquarters 
upon request. 
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have implemented a number of training projects both in Hungary and abroad. 
This Institute was sub-contracted by UNIDO to carry out a foot-measurement 
progr~mrne in Ethiop1a. 

5. 3orovo Shoe Factory, Borovo - Yugoslavia 

The factory was established by the BATA organization in 1930 hut it is 
now nationalized. The output is 20 million pairs/year of all types of 
footwear plus 21 million kg of rubber tyres and 13 million kg of other rubber 
products. They have 60 reta:l outlets throughout the country. 6.5 million 
pairs are exported every year, out of which 5 million pairs are marketed in 
Western Europe - mainly through PUMA (Federal Republic of Germany}. The 
number of employees is 22,000 and they have sufficient staff for rendering 
management services. The company management indicated its interest in 
diversifying its e?~~ern export. 

6. Jugo-Export, Belgrade - Yugoslavia 

This is an export/import house dealing chiefly with leather and leather 
products. The company showed real interest in entering a co-operation 
contract. 

7. Polytechna, Prague - Czechoslovakia 

Polytechna is a technical co-operation agency active also in the leather 
business. They could collaborate with SVIT Shoe which is located in 
Gottwaldov where the original BATA headquarters were until the First World War. 

8. Transakta, Prague - Czechoslovakia 

This is a foreign trade agency being also interested in management 
contracts. 

9. Freudenberg and Co., Weinhein - Federal Republic of Germany 

The company operates world-wide in the fields of rubber, plastics, 
non-woven materials and leather for shoe production and has five shoe 
factories in the Federal Republic of GeC'tllany. Although the management was not 
interested in any co-operation, they offered training OFortunities in leather 
and footwear manufacturing. It is assumed that scholarships can t~ obtained 
through the Embassy of the Fede~al Republic of Germany in Dar-es-Salaam. 

10. Schon and CIE, Maschinenfabrik, Pirmas~ns - Federal Republic of Germany 

The company would be interested in buying surplus machinery from the MSC 
and to provide services in starting up the idle machinery. The president 
offered to send a mechanic to Morogoro free of charge to assess the condition 
of equipment in the MSC. 

11. C&J Clark Ltd., Street - United Kingdom 

This is the biggest shoe manufacturer in the United Kingdom of Great 
Britain and Northern Ireland, employing 6,000 people in its 11 factories 
throughout the country and 3,000 people in its seven subsidiary companies. 
Clark is self-sufficient in most of the components for footwear production and 
sells some of them to other companies. The company cannot enter into a 
management contract as its personnel iG engaged in projects in India and 
Pakistan. 



Service "'.:ndu2._tri.."!s ::...t:i., Lahore - Paki.st.'1.n 

This company has already rendered management services to the TSC and is 
fdrniliar with the local conditions. The shoe manufacturing plant at Gujrat is 
on a lower technical level compared to the factories visited before. The 
out?ut is 8 million pairs/year, 40 per cent with canvas upper. A specialized 
section produces spo~t shoes for PUMA (federal Republic of Germany) under the 
supervision of expatriates. The company runs 180 retail shops in Pakistan. 
Service Industries Ltd. has presented a proposal to the TLAI concerning a 
future co-operation. 

After thoroughly analysing the findings of the mission, it is recommended 
to approach Borovo, Tisza, Service Ind~stries and Polytechna and start 
negotiations as soon as possible. 

8. Management expert (0.F. Klotzer) 

Recommendations 

l. The old shares of the MSC should be declared nil and void, new shares 
worth TSh 90 million should be issued by TLAI. 

2. After having made a physical inventory and precise auditing of all assets 
of the MSC, the balance sheets should be corrected. 

3 Start negotiations with possible foreign partners and employ a team of 
15-2 specialists to upgrade the management and la~our training. 

4. Introduce a system compensating export companies for any losses and 
leaving them 50 per cent of their export earnings for free disposal. 

5. Subcontract an engineering company to repair, maintain and conserve the 
equipment in the MSC. 

6. Install a national footwear and leather-goods retail chain in the United 
Republic of Tanzania. 

7. Subcontract the Research Institute of Le~ther and Footwear Industries 
(Budapest, Hungary) for instructor and operator training, as well as for a 
foot-mea5urement programme. 

8. The protective boots plant delivered by Italmacchine S.p.A. should not be 
included in the MSC. 

9. Install a management development programme and organize cost/profit 
centres in the MSC. 

10. Sell surplus equipment of the MSC and try to exchange PUR soling machines 
against PVC machines. 

Responsibilities of the foreign partner 

Within the framework of a given know-how ~greement, the foreign partner 
should be able to run the daily business '"'ithout a1sy interference from the 
Board of MSC, but keep the Board informed about any developments so that the 
Board has control over the management selected by the foreign partner. 
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The f~reign part~er should provide: 

- Manufactudng progt"ci.mmes 
- Production management schemes 
- Produc~ and process development schemes 
- Material management schemes 
- Machinery and equipment scheme 
- Organization of management and staff 
- Management training scheme 
- Distribution scheme 
- Marketing scheme 
- Local labour and supervisory training 
- Documentation on products to be manufactured 
- Tools, dies, moulds for the starting-up phase. 

C. Footwear manufactut"ing expert (F. Schmel) 

Recommendations 

1. Close down the operation of the MSC and sell the equipment unless the 
following recommendations are implemented. 

2. The followin~ production programme should be carried out in the MSC (at 
fu 11 capacity) · 

Canvas shoes 
Jogging shoes 
Clogs 
Safari boots 
Sandals 
Moccasins 
Dress shoes 

Total 

P9.irs/year 
1,000,000 

220,000 
200,000 
400,000 
730 ,000 
550,000 
400,000 

3,500,000 

Besides footwear, components such as insoles, unit soles, heels, wooden 
soles, laces and uppers can be manufactured for sale or in co-operation with a 
(foreign) partner. 

3. Export may be possible only after three years of continuous operation but 
it cannot be expected to be more than 20-25 per cent of the total output. It 
should be considered as an option to exchange certain materials (e.g. canvas) 
or components (e.g. laces, uppers) against other imported items (e.g. PVC 
compounds for soles). 

4. the demand for locally available materials is the following 
(consumption/yeat" at full capacity): 

Suede/split leather 
Corrected grain upper 

leather:t 
Full grain upper leather:t 
Lining leather 
Sole 11 ather 
Canvas i..pper 

120, 720 m2 

75,050 m2 

249,200 m2 
186,410 m2 
340,000 m2 
228,480 m2 



7exttle lining 
Wooden soles** 
Unit soles"'~ 

Laces"'* 
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?8,000 m2 
200,000 pail."s 

1,130,000 pail."S 
2,020,000 pail."S 

Note: "'Items interchangeable according to actual demand/fashion. 

**Items manufactul."ed in MSC. The total cost of these matel."ials is 
about TSh 300 million while the cost of impol."ted mate~ials is TSh 175 million. 

5. The following training progl."amme has to be impleme~ted in stages· 

- Test skills of employees 
- Tl."ain instl."uctors in cutting and sewing operations 
- Train 20 cutters and 30 sewing machinists using the analytical 

training process 
- Management training 

Selection of workers for higher quality production and retl."aining. 

6. A suitable foreign partner is to be contracted to advise on all aspects of 
production and marketing. 

7. It is necessary to intl."oduce an export incentive system which would rendel." 
the production of highel." quality shoes mol."e pl."ofitable and their mal."keting 
abroad mol."e attractive. 

8. The starting-up period should take at least five years with an increasing 
capacity utilization: 

Capacity utilization 
Pairs <Eercentagel 

year l 550,000 15.7 
year 2 1,200,000 34.3 
year 3 2,120,000 60.6 
yea!." 4 2,920,000 83.4 
year 5 3,500,000 100.0 

9. In order to balance the MSC plant, some equipment worth about 
$US l million has to be bought. 

D. ~inancial analyst (G.H. Oxtoby) 

Recommendations 

1. It is recommended that a full physical inventory and financial audit be 
undertaken in the MSC. 

2. The financial analysis ~/ gives the following most important parametel."s 
fol." the six-year starting-up period (the first year being a 
pre-production/preparatory phase): 

~I The complete financial analysis with explanatol."y notes is contained in 
annex III. 
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7otal revenue 
Total pcoduction cost 
~orking capital requirement 

- -4 5 -

~illion 7Sh 

l,150 
5% 
378 

3. The rehabilitation of the MSC would bring about a financial return after 
tax of about SO p~r cent. It is estimated that in the sixth year of oper2cion 
the project woulo very nearly cover its foreign exchange costs. 

4. It will be necessary for the Government of the United Republic of Tanzania 
to provide TSh 100 million of new equity capital and it is recommended that 
negotiations will be conducted with IDA to obtain the foreign exchange needed 
for the rehabilitation programme during the first five years. 

5. It is recommended that the Tanzanian Government considers subsidizing 
exports and leaving the MSC SO per cent of any gross fore~gn exchange earnings. 

6. The economic analysis shows that the programme only achieves a 
satisfactory economic rate of return if the Tanzanian shilling is devaluated 
by 75 per cent. 

7. The effective rate of protection is very high - over 600 per cent. The 
project rate of exchange is reasonable - TSh 26.6 = $US 1. 

8. The Government of the United Republic of Tanzania will have to decide 
whether the expected benefits such as savings on foreign exchange or other 
non-quantifiable benefits such as utilization of local resources, creating 
jobs, supply of badly needed footwear, tax revenues etc., outweigh the costs 
of the rehabilitation programme. 

E. Leather technologist (P.B. Suit) 

Recommendations 

1. Quality and collection of raw hides and skins should be improved in the 
!HS to establish a firm linkage with the outstationed collection centres. 
Reduce overhead costs for the collection of hides and skins. 

2. Develop technological and production methods for finished leather to meet 
the quality requirements for both the domestic and export marKet. 

3. Continued efforts towards training of technical and other manpower for the 
leather sector including turning the TILT into a comprehensive leather centre 
for training as well as research and development activities. 

4. Development of the leather industry by creating additional capacity for 
the finishing of hides and skins. In this respect it is recommended to expand 
the existing plants rather than build new production units. 

5. Design marketin; strategies for a long-term production plan with the 
objective to increase the industrial output of processed leather and leather 
products and to obtain added value. Marketing of leather and leather products 
should be encouraged with the countries willing to provide competent t~chnical 
and bac~-up assistance rather than with intermediaries. 
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6. :;:t :s recommended t.o pr:-oduce the following product mix i.n the TLAI 
tanneries (in tnousand rn2 at fu~l capacity): 

Bovine leather 
Smooth correcled grain 
Smooth, aniline 
Embossed, a~i.line 

Suede and splits 
Semi-processed 

Goat and sheep 
Shoe upper 
Lining and woven 
Semi-pt"ocessed 

Heavy leather (thousand kg) 

TTl MOT MW"T 

130 
150 
180 
120 
zoo 

300 

260 
180 
110 
125 
180 

350 
150 

l..10 
110 

60 
135 
290 

350 

7. The equipment requirements for the Tanzanian tanning industry are the 
following: 

Name of machine and specification 

1. Liming drums 4 x 4 m -2 + 4 RPM 
2. Chrome tanning drums 

4 x 3.5 m -6 + 12 RPM 
3. Fleshing machine 1500 mm 
4. Fleshing machine 1800 mm 
5. Sarmnying machine 1600-1800 mm 
6. Shaving machine ~500 mm 
7. Shaving machine 100 nun (skins) 
8. Setting out machine 1500 mm 
9. Hang dryer 100-120 sides/hour 

10. Vacuum drier double bed unit 
11. Vacuum drier single bed unit 
12. Curtain coating machine with 

short drier 
13. Staking machine for skins, 

horizontal or rotary type 
14. Buffing machine 250-400 mm 
15. Buffing machine 600 mm 
16. Fullminosa buffing machine 
17. Wet wheeling machine (suede) 
18. Spraying machine, one spray 

and one drying unit 
19. HJdraulic rotary ironing/ 

plating machine (a) 1300 
(b) 1800 

20. Hydraulic polishing machine 
21. Padding conveyor 
22. Splitting machine 
23. Wooven machinery set 
24. Building expansion 

Number of machinet"y required 

TTL 

2 
l 
2 
2 
l 

z 
l 
1 
l 

l 

l 

MOT 

5 

5 
1 
1 
1 

2 
2 
1 
2 
1 

1 

3 
4 
2 

4 

l 

2 
l 
l 
l 

l 

l 

2 
2 

1 

l 

1 
1 

adding additional bay 

Estimated cost 
(thousand $US) 

215 

280 
60 

160 
180 

60 
llO 
170 

80 
460 
160 

120 

80 
60 
65 
50 
45 

80 

120 
120 

35 
35 
85 

285 
302 



- ...+; 

3. The yeac~y c~qutLemen~ of chemicals in the TLAI tanner:"ies ~ill be (at full 
capacity): 

Chr:"ome 
Sodium sulphide 
ror:"mic acid 
Sodium hydr:"osulphide 
Sodium For:"mate Calcium Fonnate 
Disinfectant/Fungicide 
Neutr:"alizing syntan (e.g. Tanigan 

PC, Netr:"igan P4) 
Sodium-bi-car:"bonate 
Oxalic acid 
Magnesium sulphate 
Syn tans 
Fat liquors 
Dyestuffs 
Auxiliar:"ies (e.g. Tinofix, 

Sellasol D etc.) 
Wetting agents 

(anionic, non-anionic) 
Enzymes for soaking 
Enzymes for bating 
Sodium-bi-sulphide 
Thinners 
Pigments 
Laquers 
Binders 
Impregnating resins 
Penetrator/drivers 
Lacquer dyes 
Fillers 
Waxes/lustr-es 
Dullers 
Ammoniac liquor 
Buffing paper:" Or:" emery paper 

Formal in 
Perlon cords 

!< i. lo gr-ams 
500,000 
250,000 

50,000 
50,000 
50,000 
25,000 

25,000 
25,000 
15,000 
15,000 
50,000 
70,000 
15,000 

10,000 

20,000 
20,000 
15,000 
15,000 
15,000 
40,000 
25,000 
40,000 
25,000 
15,000 

5,000 
10,000 

6,000 
5,000 

25,000 
300 rolls of differ:"ent 

gt"i t no. 
10,000 
30,000 metr-es 



- ~8 -

f[NA.NCIAL AND ECONOMIC ANALYSIS OF THE EXPECTED OP~RATION 
OF THE ~OROGCRO SHOE COMPANY 

A. Background 

The MSC, including its subsequent performance and ~roblems encountered, 
is described in a number of UNIDO project reports (especially in Sl/URT/82/802 
and BR/URT/84/001). All the facts and conclusions will not be repeated here 
since some of those are summarized in annex II, while others are of a more 
technical nature. In order to provide an easy cross-reference of basic data 
used in this report, a short explanation of data and their sources is given 
below. 

8. Market and plant capacity 

Local market 

The market for footwear is very good in tt.e United Republic of Tanzania. 
The average yearly shoe consumption is about 0.2 pairs per capita, compared to 
1.0 pair/capita/year being the average for developing countries and 4.0-4.5 
pairs/capita/year in industrialized countries. No footwear is imported to the 
United Republic of Tanzania, and owing to the difficult economic situation 
such imports are not ex?ected to be introduced in the near future. The retail 
prices, and consequently the ex-factory prices, are extremely high, and still 
there is no problem to sell even more shoes at the same prices. !he prices 
taken into account in the present financial analysis, however. are about 
15-20 per cent less than recent average prices, although local marketing 
specialists claim that the introduction of three million pairs on the local 
market would not affect the selling prices. 

Export markets 

In re~ent years the exports of leather footwear from developing countries 
have increased dramatically from just over $US 100 million in 1970 to abaut 
$US 650 million in 1982, but these increases have been concentrated in a 
relatively small number of countries, such as Argentina, Brazil, China, 
Democratic People's Republic of Korea and India. For the coming years the 
trend is likely to be a further shift of production from western industrialized 
countries to developin~ countries. Imports into developed market economies 
were est1mated to be 567 million pairs in 1982. A comparison of this figure 
with the projected exports of the project of 800,000 pairs indicates that any 
exports from the United Republic of Tanzania would be an infinitesimal 
fraction of the total imports to the industrialized countries. 

If shoes are to be exported from the United Republic of Tanzania, then 
three conditions must be satisifed: the products must be price-competitive; 
the quality must be satisfactory and, finally and most importantly, delivery 
must be prompt and reliable. 

!he prices of Tanzanian products are high for a number of reasons. The 
costs of both domestic and imported materials are raised considerably by hi~h 
tariffs and taxes. Labour is 2.S times more expensive and 60 per cent less 



prcductive than iabour in competing Asian countries. The quality of products 
is poor by international standards and there are deficiencies in marketing, 
delivery etc. All these factors present problems if the United Republic of 
Tanzania is to export shoes. 

Production pro~ramme and sales revenues 

The MSC plant exists, and its equipment is listed. The plant capacity of 
3.5 million pairs/year was computed on the basis of available equipment and 
workplaces and according to the recommended product mix. A lower production 
output would cause a substantial loss of equipment capacity, while an increase 
in production would not be possible due to shorta~e of locally available basic 
materials (mainly finished leather). 

Tables A.land A.2 give details of t~e proposed production progranune and 
provide for a gradual build-up in terms of product range and quantities 
produced. The product range has been selected taking into account the use of 
local materials, the market, and the man•1facturing skills required. 

Table A.3 translates the production progranune into sales revenue. The 
domestic prices are based on information collected by members of the project 
team, and where a price range is given, the mid-point has been chosen. The 
export prices are c.i.f. Western Europe minus a 15 per cent discount to cover 
market penetr?.'on costs. Export sales are discussej more fully in section I 
below. 

The estimated per capita shoe consumption 0f about 0.2 pairs a year is 
considered low for a developing country, even with a per c~pita GNP such as in 
the United Republic of Tanzania. The additional output of 2.7 million pairs 
would raise the consumption to only approximately 0.3 pairs/capita/year. It 
is, therefore, considered that there would be adequate demand to absorb the 
production from the project. The revenue forecasts are based on current 
prices which are very high but it will be seen from the financial analysis 
that there ~ould be ample room for price reductions should they be necessary. 

C. Materials and inputs 

Details of raw material costs are given in tables A.4, A.5 and A.6. They 
are based on using PVC instead of PUR. The latter material is now very 
expensive and the technology involved is more complicated than that of PVC. 
The prices of both domestic and imported materials have been adjusted taking 
into account a devaluation of TSh on 15 June 1984. The costs are based on 
information gathered by project SI/URT/82/802 and have been adjusted 
considering prevailing conditions and practices as ascertained by the expert 
and accommodating subsequent price increases. 

If the recommendations made by the leather technologist (see annex II) 
are carried out, there will be more than ample supplies of leather for the 
shoe factory, and the MCM will easily meet the projected requirements for 
canvas. The MSC shall use only locally available basic materials (leather and 
canvas, chiefly from the MOT and HCM). All other items (auxiliary materials, 
compounds or grenulates for soles, spare parts etc.) have to be imported from 
industrialized countries. 



- so -

lhc unit pr~ces used in the f~nancial analysis are those effective in the 
United Republic of TanLania, but they have been adjusted according to the 
expected rise due to the devaluation. The prices for leather include 
25 per per cent of sales taxes. The leather and canvas manufacturing requires 
approximately 20 per cent of imported inputs and since the devaluation of TSh 
will increase the prices of imported items, this will be reflected in the 
selling prices as well. For imported inputs required by the MSC the price 
increase will be even higher because of the average SO per cent import duty 
and sales tax imposed by the Government on all imports. All these factors 
have been taken into account in the analysis. 

D. Location and site 

As far as the location of the MSC and its site are concerned, it would 
not be advisable to introduce any changes in that respect, since the Morogoro 
Industrial Estate provides sufficient infrastructure and cheap transport for 
the basic materials needed. 

Details of depreciation are given in table A.7. 

E. Project engineering 

The MSC plant is relatively new so that no major engineering is 
required. However, the building construction has several weak points; a 
repair of the roof will be necessary in the immediate future. Some more 
equipment is to be installed in order to balance the plant capacity; at the 
same time some of the existing equipment can be sold. All these costs, as 
well as a possible income for sold equipment, are included 1n the financial 
analysis as rehabilitation expenses/investment costs. 

F. Overheads 

A large number of staff is employed today by the MSC. Studies carried 
out earlier (SI/URT/82/802) indicated that overhead costs (i.e. their share of 
operation costs) can and should be reduced. However, the starting-up period 
will require relatively higher overheads due to the fact that trainin~ 
programmes w1ll have to be introduced at management and direct-labour levels. 

G. Manpower 

The manpower requirement for the MSC was determined on the basis of 
workplaces established in the plant and the possibility of using two or three 
shifts in certain production departments. The targeted productivity is about 
25-30 per cent less than in industrialized countries and is about 2,000 
pairs/employee/year. This figure may be regarded as a high productivity rate 
for a plant in a developing country but the up-to-date equipment and the 
relatively low workcontents of manufactured products should also be taken into 
account. 

Labour requirements have been estimated at around 25 per cent above what 
would normally be required in an industrialized country. Factory labour would 



- Si -

be l,410 and idministcative labouc 3CO. Of the total labour force, 700 could 
be cegacded as unskilled, 650 semi-skilled and 360 skill~d. 

Table ~.8 details the estimated production costs. 

H. Implementation schedule 

The starting-up period consists of a one-year pre-production stage (to 
secure the necessary prerequisites to train the staff) and five y~ars for the 
gradual increase of the production. The first two to three years are required 
for additional training and retraining, the acquisition oi know-how and 
managerial skills and for developing the quality of wor~~anship. During the 
third year possibilities for export might be explored. 

I. Financial evaluation 

Past financial perfonnance of the MSC 

Table A.9 presents the balance sheets of MSC for the past three years. 
The item Hdeferred revenue expenditureH represents the amount spent on project 
engineering fees, marketir~ and management fees and pre-operational expenses. 
This is being written off o~er a period of ten years. The accounts show 
accumulated losses of TSh 43 million. A further loss amounting to around 
TSh 20 to 24 million is expected in 1984. Furthermore, there is considerable 
doubt about the accuracy of many of the figures. The auditor has reported on 
stock differences amounting to !Sh 18 to 19 million in both 1981 and 1982. It 
seems likely that the stocks are now worth around !Sh 30 million. About 
TSh 2 million of the trade debtors are probably uncollectable and there is 
some doubt about staff debtors. Given this situation, it seems likely that by 
the end of 1984, if not before, the equity capital of the company will have 
been consumed. 

In table A.10 an attempt is being made tn construct a cash flow statement 
for the ~ompany, which shows the increasing losses over the past years. There 
are signs of some slight impr;vement in 1983, but observation of recent 
activity within the factory suggests that deterioration will take place in 
1984 at a faster rate than in previous years. In view of the uncertain 
situation it will be necessary, and it is therefore recommended, that a full 
physical inventory and appreciation of assets be carried out. 

Technically the company can be considered insolvent, and in view of this, 
as well as taking into account all doubts about the true situation, it is 
suggested that the proposals contained in the rehabilitation plan should be 
considered, i.e. that a reformed MSC would acquire whatever assets eventually 
remain from the original company. 

Outline of the ~ehabilitation plan 

The key feature of the plan provides for an agreement with a for~~~n 
partner who would run the factory for five years, providing expertise and 
training in all aspects of manufacturing and marketing of shoes and some 
related products. The plan calls for a gradual build-up of production over 
five years in terms of type of product and quantities to reach an output of 
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3.S million pairs, of which 800,000 would be destined for export. Before 
production can commence a pre-operational period will be necessary during 
which rehabilitation of buildings and plant plus some training will take place. 

The financial aspects of the plan which are elaborated below reflect the 
broad principles involved and are subject to modification after consultation 
with the foreign partner. 

Investment costs 

Table A.11 gives details of investment costs for fixed assets. It is 
assumed that the assets of the present MSC are taken over in the pre
operational period at their book value as at 31 December 1984. This figure 
will need to be modified depending on a proper audit of the assets concerned. 
The present plant is unbalanced and in year l it will be necessary to purchase 
new equipment of a value of TSh 18 million. There is also surplus machinery 
to be sold. The market f~r shoe machinery in the United Republic of Tanzania 
is poor and it i~ not likely that there will be demand from abroad. The 
surplus machinery is priced at 30 per cent of its original value. Details of 
the proposed changes of machinery are given i~ the report SI/URT/82/802. 

Motor v~hicles will need to be replaced in the years l, 2, 4 and 5. 
These are mainly buses used to transport workers to and from the factory. 
Since the adjacent tannery and the canvas mill also appear to have buses, some 
savings could be realized by a bus-sharing arrangement. 

Table A.12 gives details of the expenses involved in rehabilitating the 
MSC. Before production can commence in year 1 it will be necessary to repair 
much of the factory equipme-!t and various parts of the building. The item 
"technical assistancett (full details in table A.13) ess .. 1tially cov~rs 
payments to the foreign partner and is illustrative o: the general requirement 
for managerial, technical and training assistanc~. The foot-measurement 
pro~ramme is essential for the proper development of MSC's shoe production and 
indeed for the United Republic of Tanzania as a whole. Marke~ research in 
year 2 is particularly concerned with the development of exports both to 
neighbouring and other countries. 

Table A.14 provides an estimate of the working capital requirements. A 
major diff1culty in manufacturing operations in the United Republic of 
Tan~ania is the interruption of prcd~ction caused by shortage of materi~ls and 
spare parts. The working capital requirements provide for 90 days coverage of 
domestic materials, 180 for imported materials and 360 for spare parts. 

Cash in hand is derived from the cash balance schedule given in 
table A.15. The total working capital rises to !Sh 378 million at full 
planned capacity. 

Financial data 

Table A.16 presents the net income statement which shows a gross profit 
on sales at full output of 48.l per cent and net prof~ts rising to 
TSh 277 million in t~e fifth year of operation. No provision is made for 
distribution of profits as the financing arrangements for the rehabilitation 
plan have yet to be decided. 

• 
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Table A.17 gives the cash flo~ statement for financial planning. It is 
assumed at this stage that TSh 103 million are provided in the pre-operational 
period to cover the acquisition of the f:xed assets and the rehabilitation 
expenditures during that period. After negative cash flows in years 1 and 2, 
the cumulative cash balance rises to TSh 454 mi!lion in year 5. 

The projected balance sheet is given in table A.13. Total assets and 
liabilities rise from TSh 103 million in the pre-operational period to 
TSh 938 million in year 5. No provision is made in the balance sheets for any 
return on equity capital or for repayment of the IBRD loan which stooc at 
TSh 141 million on 31 December 1983, nor for any particular ca?ital structure, 
but the cushion of accumulated reta.ned profits provide~ scope for a variety 
of arrangements. In addition, account must be taken of any other net assets 
transferred from the present company, aoart from the fixed assets of TSh 
89 million which have aleady been included. 

Table A.19 provides a cash flow analysis to estimate the financial rate 
of return on the project. Details of casn inflows and outflows are given over 
a period of cen yea~s including the pre-operational period. As would be 
expected from the previous financial statements, the rate of return is very 
high. The base financial rate of return is 50.2 per cent after tax. The 
magnitude of this rate is due to the high selling prices which are· possible, 
to some extent to the relatively small amount of investment required, and to 
the non-inclusion of pre-operational expenses relating to the original proj~ct. 

The project is sensitive to changes in total revenue - 20 per cent fall 
in total revenue reduces the rate of return to 25 per cent. It is not 
sensitive tl ~n increase in conversion costs (total production cost less cost 
of :aw materials) - a 20 per cent increase in those costs has very little 
effect en the rate leaving it at around SO per cent. A 20 per c~nt fall in 
total revenue accompanied by a 20 per cent increase in conversion costs 
reduces the rate to 23.1 per cent. 

Foreign exchange requirements 

Table A.20 gives details of thP. foreign exchange requirements of the 
project. The total over six years, including the pre-operational period, is 
!Sh 282 million. In the sixth year of operation the foreign exchange earnings 
should nearJv cover the foreign exchange ccsts. The success of ti is project 
depends on l'· continuity of supplies of imported materials and spare parts; 
it is therefore of vital importance that the necessary foreign exchange is 
made available. Estimates of foreign exchange earnings have been made on a 
conservative basis. It may, for example, be pcssible to export canvas and 
leather· uppers, but this will depend on arrangements made with the foreign 
partner. 

•ith regard to product quality, labour productivity and general business 
performance, the rehabilitation project, and in particular the technical 
assistance provide~ by the foreign partner, are expected to bring about an 
improvement, which, in turn, will increase the competitiveness of the products 
on the export market. 

This will still leave the problem of costs, especially the cost of 
domestic and import materials. At full planned capacity output the total 
r-~oduction cost, including 20 per cent profit, is !Sh 708 million. After 



deduclion of tariffs and taxes, and a~ain allowing a 20 per cent profit, the 
total cosl ~ould be TSh 523 million. A subsidy of 26 per cent of the 
manufacturing cost, incl~ding profit, would therefore compensate for the high 
cost of materi&ls due to tariffs and taxes. This, however, would not ta~e 

into account the effect of the latter on prices in general, i.e. the increase 
of the cost of all other inputs, including labour. It is recommended that the 
G0vernment consider the provision of a subsidy for exports along the lines 
indicated above. 

A further, and administratively more convenient. incentive would be to 
guarantee the shoe factory 50 per cent of all gross foreign exchange 
earnings. The MCM has concluded a similiar agreement, and it is recommended 
that the same be extended to the shoe factory. 

It is suggested that the period of five years r~ regarrled as a time 
during which the United Republic of Tanzania i~ acquiring the necessary 
manufacturing and marketing skills required for export, and gains experience 
from which it will benefit in su~sequent years. 

J. Economic evaluation 

Intr-oduction 

While in the above financial analysis the project is evaluted purely from 
the .: ,mpany' s point of view, the economic evaluation has to examine the 
proje~t from the viewpoint of the overall development of the United Republic 
of Tanzani~. To achieve this, all outputs (benefits) and inputs (costs) ~ere 

valued at border prices, fer it is those prices, stripped of the effects of 
tar-iffs and taxes, which reflect the real trading opportunities of the country. 

The following adjustments have been made to the revenues and costs given 
in the financial analysis: 

(a) Output (sales revenue) valued at c.i.f. prices, i.e. the cost of 
these products if they were imported (details are given in table A.21); 

(b) Imported raw materials - at c.i.f. prices; 

(c) Domestic raw materials which could be exported at f.o.b. prices; 

(d) Factorj labour - the unskilled element at 50 per cent of its cost. 
The wages of unskilled labour in the United Republic of Tanzania do not 
reflect the true opportunity cost of that labour; 

(e) Non-tradabl3 items such as utilities, transport, overheads etc. have 
been valued using a standard conversion factor of 0.75 which has been 
estimated for the United Republic of Tanzania by the World Bank; 

(f) Capital costs - although the book value of the fixed assets as at 
31 December 1983 was TSh 97 million, their economic value is much less and is 
estimated at TSh 43 million. Provision is made for TSh 3 million to be spent 
in year 1 to provide acconunodation for technical assistance personnel; 
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Cgl WJrking capital - adjusted to border prices and will be recovered in 
lhe final year of the project. 

Table A.22 gives details of the adjusted production costs. 

Economic rate of return 

Table A.23 shows the effects of carrying out the above adjustments; the 
cash inflow represents the benefits of the project and the cash outflow the 
costs. Over the ten-year life of the project (pre-operational period plus 
nine years operational) there is a small negative cash flow, indicating that 
there is a small negative economic rate of return. 

It may be considered that the Tanzanian shilling is still over-valued 
despite the recent devaluation. If a rate of exchange of TSh 26.25 =$US l 
is used, i.e. a 50 per cent devaluation, the rate of return becomes 
11.3 per cent, and if an even larger devaluation of 75 per cent is considered, 
i.e. TSh 30.6 =$US l, then the rate of return raises to 15.8 per cent. In 
the United Republic of Tanzania a rate of return of 15 per cent seems to be 
generally acceptable for a project. No sensitivity testing of the revenue and 
cost streams has been carried out, but it is ~lear from table A.23 that the 
margins between the two streams are very small and any quite small 
divergencies from the figures would have considerable effects on the economic 
rate of return. 

Effective rate of orotection 

Another method to assess a project is to estimate its effective rate of 
protection, which gives some indication of the international competitiveness 
of a project. It is calculated as the ratio fo the excess value-added 
obtainable due to the imposition of tariffs to the value-added in free-trade 
conditions. It is estimated that 216 per cen~ are added to the value of 
domestic materials (mainly leather) used. In free-trade conditions th~ 
value-added is 30 per cent. This implies a very hi~h rate of effective 
protection of 620 per cent, showing the effects of the tariff and tax system 
in the United Republic of Tanzania and indicating the poor international 
competitiveness of the project. 

Project rate of exchange 

The project rate of exchange is an estimation of the number of units of 
local ~esources which are required to save a unit of foreign exchange. The 
foreign-exchange savings in this project are $US 24.S million (the amount 
which the shoes would cost to import) less the cost of imported materials, 
$US 6.2 million, giving a net saving of $US 18.3 million. The domestic 
resources used, at market prices, amount to TSh 487 million, giving a project 
r~te of exchange of TSh 26.6 to $US 1. 

Other economic benefits 

Apart from any conclusions which may be drawn from the above analysis, 
the project will bring about economic benefits for the United Republic of 
Tanzania which are not easily quantifiable but are nevertheless very real. 
The MSC is part of an industrial complex at Morogoro, including a tannery, a 
canvas factory and a leather-goods plant. The fact that those plants are 



located close to the shoe tactocy is ~i<ely lo bring ~bout some of the 
advantages of vertical integration. Fucthermore, the industrial complex as a 
~hole #as meant to provide employment to a particular area of the United 
Republic of Tanzania. Benefits will accrue fr~m the employment at the shoe 
factory of about 1,700 staff and will provide an opportunity for the 
acquisttion of a w1ce range of skills and experience which will assist the 
country in its development. 
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Year of Operation 

1 2 'j 4 5 

Percentage of planned 
Utilization 15.7 34.3 60.6 83.4 100 

Canvas shoes Domestic 350 700 800 iSO 600 
Expor~ 100 250 400 

Jogging shoes Domestic 100 200 220 220 220 

Clogs Domestic LJC 200 200 200 200 

Safe. ri boots Domestic 100 300 350 300 
Export so 10() 

Sandals Domestic 100 400 500 530 
E."<port 100 200 

~occasins Domestic 100 350 450 
Export 100 

Dress shoes Domestic. 150 400 

TOTAL SHOES 550 1,300 2,120 2,920 3,500 

Insoles Domestic 100 200 300 

Prefabricated soles Domestic. 50 150 200 250 

Unit soles Domestic. 300 600 700 

Shoe laces Domestic.* 2,000 5,000 3,000 8,000 8,000 

wooden soles Domestic 50 100 200 200 200 

Heels Domestic 150 300 400 500 500 

** The capacity ~tilization is computed on a quantity basis for footwear. 

* Some export sales to neighbouring countries possible. 
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Year of Operation 

Product Xarket Price 1 2 3 4 5 

Canvas shoes Home 270 94 189 216 202 162 
Export 62 6 15 25 

Jogging shoes Home 440 44 88 97 97 97 

Clogs Home 390 ~o 
.) ~ 78 78 78 78 

Safari boots Home 280 28 84 98 84 
Export Li8 8 16 

Sandals Home 300 30 120 150 159 
Extiort 123 12 25 

~occasins Home 480 48 168 216 
Export 315 31 

Dress shoes Home 490 73 196 

:'O:'AL SHOES 177 413 6.'..9 901 1,089 

Insoles ) 10 1 2 3 
Prefab. soles) 25 l 4 5 6 
Unit soles ) 17 5 10 12 
Shoe laces* ) Home 3 6 15 24 24 24 
Wooden soles ) 55 3 5 11 11 11 
Heels ) 10 2 3 4 5 5 

TOTAL REVENUE 188 4?,7 698 958 1, 150 

Percent 16.3 38.0 60.7 83.3 100.0 

* Some exports to neighbouring countries possible. 
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ll11it 
Nu. Mate 1· i <1 l 

cost ' 
TSh 

l.lH'.Al.LY A VI\ l l.A'I L F ~'ATl·'.lUALS 

I. Suede/split lcalher 2.40 
') Corrected g1·ain 

upper leather 3.00 

L Full grain upper 
leath~r 3.50 

!,. • Lining leather 1. 70 

5. Canvas Upper l.00 

6. Text ilc lining 0.75 

15. I.ca tlw 1· Boa rd (in so le) 0.26 

18. Wooden Sule 59.00 

19. Sole leather 95.00 
')I 
-'i. Laces 3.80 

Auxil iar 1 es 4. 30 

SUB TOTAL 

TOTAL OF LOCAL t-ll\TEIUALS 
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N". M,11 t· 1- L.1 l Unit canvas jogging cloga saf111·i sa11d11lt> moccnalns d1·css shoes 
cost, 

shoes shoes boots 
TSh 

-------

MATEIUALS AVAILABLE ONLY 'l'HIWUt:H lMPOHT 

l. Thn::ads 0.10 I, 700 462 :.u.o 600 7 30 880 1
) ti() 

8. l{e infon.:ing tape 0.73 Il16 56 44 88 ')] lt>I n 

9. lHnding tape 0.78 780 

10. l<ivettc;s/eyelets 0. 17 2,040 7L18 - 272 - - 11111 

11. Decorations 4.20 - - l ,b80 - - 11, 6 20 'I, j[,() 

I') liuckles 0.35 - - - - 256 
" 4, 'i65 

LL Stiffent.!rS 8.30 - ** - ** - ·1 ,'L!() 

14. Toe puffs 0.67 ** - 188 ** - - 'l / 'i 

lb. CardbeoJrd O.L12 - - - 353 - l1b 2 '\'Hi 

l 7. Nails (special) 0.55 - - 3,520 

20. Unit soles (PVC) 17.50 - - - - lL,775 -- 7 ,OllO 

21. l{ubber soles/ 
runners 88.00 - - 5,280 11, ,080 

22. Comp1und (PVC) 52.00 l'i,000 3,775 

23. Adhesives 0.35 3,850 84 7 840 2, l Q(' 3,066 l, 925 2, 'j2U 

Auxiliaries 15.50 15,500 3,510 3,100 6,20t. 11 ,:n5 8,525 b, 200 
------------- --- --·---------------~-------------·---------· --------- --------- -- ----- - -·- --------·------·-- - - - - ·---- -

lmportt.!d materials 
.Subtotal 37,016 9, 398 14,892 23,6')'1 28,195 21 , l 38 '211, :!HH 

---------- ----------- -------------~ -- - -- - ------------- -------------- - - -· --------- -·-· --- -· -· - --- -

Imported m..:,terials 
Total ** 158,620 
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Product 

Canvas shoes 
Jogging shoes 
Clogs 
Safari boots 
Sandals 
Moccasins 
Dress shoes 

Insoles 
Prefab. soles 
Unit soles 
Shoe laces 
Wooden soles 
Heels 

TOTALS 

D = Domestic 
I =- Imported 

Nole: 

(in 111illio11 TSlt) 

Year_ of_~~-ati<:>~---------- ______________________________ -·- ___ ----.------ 2--- ) 4 5 
-------- ---------- --------- -~--

"----------. 

D _!_ ______ _!! _____ _j ______ _Q_ _______ !_ __ - ----- -- _!!___ --- -- ! --- - - n I 
-- -·-- --

10.3 13.0 20.7 25.9 26.6 )).) 29.6 37.0 29.6 ]7.0 

'•. 2 4.2 8.5 8.5 9. l1 9.4 9.4 9.4 9 .11 9 .11 

9.7 7.5 19.5 14.9 19.5 l/1. 9 19.S 1'1. 9 19. 5 lit. 9 

- - 11.6 5.9 34.7 l 7. 7 /16 .!1 21.7 '16. 11 2].7 

- - 4.6 3.9 18.S 15.4 27.7 23.2 31. 7 2B.2 

- - - - 15.6 3.8 54 .11 13.4 BS.S 21. 1 

- - - - - - 20.0 9. l 53.2 24. 3 

- - - - 0.5 0.2 1.0 0.!1 1. 5 0.6 
- - - 1.1 - 3.4 - t,. 5 - 5.6 

- - - - 0.3 2.9 0.5 6.0 0.6 7 .0 
4. l 0.3 10.2 o. 7 16.4 l. l l6.4 l. 1 16 .11 1. l 

0.3 - . 0.6 - l. 2 - l. 2 - l. 2 
o. l 0.3 O. l o. 7 0. l l. 3 O. l l.) 0.1 I. 3 

28.7 25.3 75.B 61.6 142 .8 103.4 226.2 1411. 0 297.l 174. 2 
54 .o 137 .4 246 .'i.. 370.2 4 7 l.3 

Shoes - w ilh PVC sol i.;::; 

l] 
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• .12 ;_2 ' - ~ . . 
:;-:~e:it..:l2 _;.. _,ep :-:=:.: :.d~ :.en 

_ [1 
::1~ ~,:. ... .:n :'Sn: 

Land and ?lant and Furniture !-fotor 
7ota l 

Building ~chinery + Equipmt. Vehicles 

Book value 31.12.83 38.2 54.8 2.7 1.3 
1984 depreciation 1 ~ •• ::> 5.5 0.3 0.3 
Book value 31.12.84 36.7 49.3 2.4 1.0 89.4 

YEAR 1 

Additions 18. 5 3.0 
Disposals 5.0 
De~reciation 1.5 9.4 0.3 1.0 11. 9 
Book value end year 35.2 .53 .4 2.1 3.0 93.7 

YEAR 2 

Additions 2.5 
Depreciation 1.4 8.0 0.3 1.4 11. l 
3ook value end year 33.8 45.4 1.8 4.1 85.1 

yi:;'_AR 3 

Depreciation 1.3 6.8 0.2 1.0 9.3 
Book value end year 32.5 38.6 1.6 3.1 75.8 

?EAR 4 

Additions 3.5 
Depreciation 1.3 5.8 0.2 1.6 8.9 
Book value end year 31. l 32.8 1.4 5.0 70.4 

YEAR 5 

Additions • 3.0 
Depreciation 1. 2 4.9 0.2 2.0 6.3 
3ook vrlue end year 30.0 27.9 1.2 6.0 65.l 

Depreciation is calculated on the straight line method. Buildings 4 %, 

plant and machinery from year 1 - 15 %, fJrniture and equipment - 12.5 i., 

motor vehicles - 25 %. 



:3Jl.e A. 3. :Jt3.l ;J!_6JC:t..;c:ion '=::; s::::: s 

I i :1 . 1 t. '.111.c:.on TShl 

Year of Operation 

l 2 3 4 5 

Perce."ltage of planned 
'Jtilization _ quantity terms 15.7 3:.. 3 60.6 83.4 100. 0 

- revenue ter.ns 16.3 38.0 60.7 e3.3 l'JO.O 

Direct ~terials 

Domestic 28.7 75.8 142.8 226.2 297. l 
Imported 25.3 61. 6 103.4 144. 0 174 .2 

Factory lab cur 4.6 9.1 11. 9 16.4 19.7 

Utilities ** 0.6 1.3 2.0 2.8 3.4 

Tooling ** l.2 2.9 4.7 6.5 7.8 

!1.aintenance 2.6 ~ ? o.- 8.1 ll.2 13.4 

Transport ** 2.0 4.6 7.6 10.4 12.5 

Factory overheads 11.0 18.3 22.0 25.7 25. 7 

TOTAL FACTORY COSTS 76.0 179.8 302.5 ' 3.2 553.8 

Administrative overheads 12.J 13.0 15. 0 15.0 15.0 

Sales costs 3.4 3.4 4.5 4.5 4.5 

Distribution costs 2 •. 6 6.2 10.2 14 .o 16.8 

TOTAL OPERATL~G COSTS 94.0 202.4 332.2 476.7 590.l 

Non-operating expenses: 

Depreciation ll.9 11.1 9.3 8.9 6.3 

TOTAL PRODUCTION COSTS 105.9 213.5 341.5 485.6 596.4 

*)The cost of materials is computed according to the quantities of each item to 
be produced in the respective year of the start-up period (see annex 3.1 and 5.4) 

**) Proportional to revenues. 



Jf ::he :!crogor2 Shce ~ornpanv 

as ac 31 Jecember each vear 

(in milli:Jn TShl 

1981 1982 1983 

ASSETS 21PLOYED 

Fbced assets 115.2 107.6 97.l 

CURRENT ASSETS 

Stocks 51.4 70.6 65.6 
:rade debtors 0.2 1.3 2.7 
Due from group companies 1.3 0.1 0.4 
Deposits and pre?ayments 0.2 0.2 1.4 
Staff debtors 1.1 1.0 1.6 
Cash in hand 0.1 3.1 2.8 

54.3 76.3 74.5 

LESS CUR..~T LLA.BILITIES 

3ank overdraft 0.6 14.5 11.4 
Creditors 0.9 2.1 4.4 
Due to group companies 3.5 7.2 6.5 

5.0 23.8 22.2 

i'IBT CUR.RENT ASSETS 49.3 52.5 52.3 

DEFERRED REVENUE EXPENDITURE 47.l 41.9 36.6 

---
TOTAL ASSETS 211.6 202.0 186.0 

-- --
FINANCED BY: 

Share capital 90.4 90.4 90.4 
World Bank loan 141. 8 141.8 138.3 
Profit and Loss Account (20.6) (30 .1) (42.7) 

--
211.6 202.l 186.0 

-- = 
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' . ' 
.......... .1.. ....... :he Conpanv 

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

1981 1982 1983 

CASH I~LOw 

Sales rev•nue 6.0 36.0 40.9 
Other income 1.3 

---
6.0 36.0 42.2 

CASH OU .i.' r LOW 

Capital Expenditure: 

Land and buildings 43.4 
Plant and machinery 77.0 1.1 
Furniture and equipment 3.0 0.5 0.5 
!1otor vehicles 2.0 1. 7 
Management fees etc. 52.4 

Operating costs 62.4 43.7 32.7 

world Bank Loan Repayment 3.5 
--- ---
240.2 47.0 36.7 

~ET CASH FLOW (236.2) (1!..0) 6.5 

CDMUI.ATIVE CA.SH FLOW (236.2) (247.2) (240. 7) 



' 
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:ab~e A.~~. ~n~est~ent ~~sts 

Fixed assets 
taken over 

~1ew Machinery 

Pre
opera tional 

89 

Less sale of surplus 
machinery 

Motor vehicles 

TO!AI.. 89 

Year of Operation 

l 2 3 4 

18 

(5) 

3 3 

16 3 

5 

3 3 

3 3 

m 



<in thousand 3CS1 

Repair and 
maintenance 
of equipment 

Repairs to 
buildi."lg 

Pre
opera tional 

200 

250 

Technical Assis"ance 
lse~ "!:ab Le . .\. l3 .. ' 126 

Foot !1easure:nent 
Programme 80 

Market Research 

:1anag~ent 

Training 

Contingency 
Allowance 170 

TOTALS SUS 826 

TSh • 14.4 

l 

491 

170 

661 

11.6 

expenses 

Year of Operation 

2 3 4 s 

543 323 204 116 

150 

170 170 170 

863 493 374 116 

15.1 8.6 6.5 2.0 

Note: All foreign cost except repairs to buildings 70 % local cost. 



T.11> I•· A. I I. Cust ul l l' l. I 1 II i C , ii d S ;, l '.> l d 11 <. l' 

l ill 111.u1-111u11t 11;, i.lllU t liuu,,.i11d $LIS) 

- -- ------- - ---- - -~ -- ------- ---- --- ------ -- ------------ -- -·-----

Coat Pre-
Year of Oeeration ------

per operati~n 1 2 3 4 5 

m/m* m/m US$ m/ru us$ 111/111 lll!m 
_Tffi ___ 

____ n;7;.~=-us_i_ US$ US$ _ m m US$ 

Managing 
Director 5.5 6 33.0 12 66.0 12 66.0 12 66.0 12 66.0 12 66.0 

Production 
Superintendent 4.2 6 33.0 12 50.0 12 50.0 12 50.0 12 50.0 12 50.0 

Production 
Controller 4.2 3 12.6 12 50.0 6 25.0 

Production 
Supervisors 3.7 3 11. l 36 133.0 60 220.0 36 133.0 24 88.0 

Instructors '4. 0 9 36.0 24 96.0 

Marketing 
Expert 4.2 - - - - 12 50.0 12 50.0 

Designer 4.0 - - - - 3 12.0 3 12.0 

Chemical 
Expert 4.0 - - 12 46.0 12 46.0 

Purchasing 
Expert 4.0 - - 6 24 .o 6 24 .o 3 12.0 

Technologist 4.0 - - 6 24 .o 12 48.0 

TOTALS: m/m 27 120 135 76 48 24 

US$ '000 125.7 491.0 543.0 323.3 204.0 116 .0 

TSh million 2.2 8.6 9.5 5.6 3.6 2.0 

TOTAL; US$ 1,803 - TSh mill. 31.5 -------~-------- - --- -

• Including living expenses. 



:3::~2 . ' ::st :.;na :es r ... lQLK:.:"lg -:ap :._:a.~ .-\. --. 
r ~:", ::iilli.on :sh: 

Min. Coeff't Year of Operation 
days of turn- 1 2 3 4 5 
covera~e over 

CURRENT ASSETS 

Accounts 
Receivable: 30 12 6.3 16.9 27.7 39.7 49.2 

Inventory: 
Dom. material 90 4 7.2 18. 9 35.7 56.5 74.3 
Imp. material 180 2 12.6 30.8 51. 7 72.0 87.1 
Spare parts 360 l 3 .2 3.2 3.2 3.2 3.2 
Work in progress 30 1: 6.3 15 .o 25 .2 36.9 46.l 
Finished products 15 24 3.2 8.0 13.2 19 .1 23.7 

Cash in hand: 15 24 57.9 82..2 102.5 122.2 133.9 

Current Assets 96.7 175.0 259.2 349.6 417.5 

CURRENT LIABILITIES 

Accounts 
Payable: 30 12 4.6 11.6 21.J.7 31.1 39.5 

WORKING CAPITAL 

Net Working Capital: 92.1 163.4 238.5 318.5 378.0 

Increase in Working 
Capital: 71.3 75. l 80.0 59.5 



, ..., 
' " -

7-1:: ~2 A. 1 S. Ca.sh ' ' :ia.~J.nce sc~ed~le 

(in ::ii 11 icn TShi 

Year of Operation 

l 2 3 4 5 

Total Production Costs 124.4 232.0 360.0 504 .1 614 .9 

LESS 

RaY materials 54.0 137 .4 246 .2 370.2 471.3 

Utilities 0.6 1.3 2.0 2.8 3.4 

Depreciation 11.9 11. l 9.3 8.9 6.3 

66.5 149.8 257.5 381.9 481.0 

Required Cash Balance 57.9 82.2 102.5 122.2 133.9 



Sales revenue 

Pre
cpera tional 

Operating costs 

Gross profit 

Corporate tax (50 i.) 

Accumulated 
Undistributed 
~et Prof it 

Ratios: 

Gross Profit: Sales - % 

~et Profi~: Sales - ~ ... 

l 

188 

106 

82 

41 

41 

43.6 

21.8 

Year of Operation 

2 3 4 5 

437 698 958 l, 150 

213 341 486 596 

224 357 472 554 

112 178 236 277 

153 331 567 844 

51.2 51. l 49.2 48 .1 

25.6 25.5 24.6 24. a 



- 74 -

: ::i':: ~2 _.;.. :_ - :as:-i f ~ v·~· s t3. :~::ie:i.t : 2r f:..:-:a.nc:.a~ ?:J.::n::"!g 

:,_ ~ :1 '.Tlil.~ion :s:-i, 

Year of Operation 
Pre-

operational 1 2 3 4 5 

CASE I~'"FLOWS 

Financial resources 103 
c~rrent liabilities 5 7 9 10 8 

Sales revenue 188 437 698 958 1,150 

103 193 444 707 968 1,158 

CASE OUTTI.OWS 

F:Lv:ed assets 39 16 3 3 3 

Rehabilitation expenses 14 12 15 9 6 2 

Current assets 97 79 84 91 67 

Operating costs 94 202 332 477 590 

Cor?crate tax 41 112 178 236 277 

103 260 411 59~ 813 939 

~ CASH FLOW 0 (67) 33 114 155 219 

CtTMULATIVE CASH BALANCE 0 (67) (34) 80 235 454 



( i.n :TJil::.on :S'.:1 '• 

ASSETS (total) 

Current Assets 

Cash balance 
Current assets 

Fixed Assets 

Pre
opera tiona.!. 

103 

89 

.Reh ab ili tat ion Expenses 14 

LIABILI':'IES (:otal) 103 

Current Liabilities 

Cash Deficit 

Accumulated Retained 
?rofits 

Equity and Loan 
Capital, short and 
medium ter:n borrowing 103 

1 

203 

97 

94 

12 

203 

5 

67 

41 

90 

Year of Operation 

2 3 4 5 

275 424 661 938 

80 235 454 
175 .:59 350 417 

85 76 iO 65 

15 9 6 2 

275 424 661 938 

12 21 31 39 

34 

153 331 567 844 

76 72 63 55 



T.1 L l l· A. I'). C.ish I I uw .rn.il ys is 

(in 111illiu11 'J'Sh) 

Cash Inflow Catih Outflow 
Year ------------- _._ ___ --------------~--- ---------------- -- ------- - - - - ---- ----- ------

of Fixed Rehabilitation Working Operating Corporate 
Operation Sales Revenue Assete _Expenses Capital Cm; ts Tax Total ------- -------- --

Pre-
operational 89 14 - - -

l 

2 

3 

4 

s 
6 

7 

8 

9 

Note: 

188 16 11 92 911 

437 3 lS 71 202 

698 - 9 75 332 

958 3 6 80 4 77 
\ 

1,150 3 2 59 590 

l,150 - - - 590 

1,150 - - - 590 

1,150 - - - 590 

l,!50 - - - 590 

No provision is made for recovery of working capital nor for residual 
value of fixed assete. 

41 254 

112 403 

178 594 

236 802 

277 931 

277 931 

277 9H 

277 9Jl 

277 931 

·--·-··--· ----

Nt! t 
Cash Flow ---- ------------

(lOl) 

(66) 

311 

101+ 

156 
•J 

219 

219 

219 

219 

219 

-----------· -



Rehabilitation 
E.""<:penses 

Raw ~terials 

Spare ?arts 

~ew Fixed Assets 

Less E.xport Revenue 

TOT.Al 

Pre
opera tional 

11 

---
11 

l 

12 

16 

3 

21 

52 

Year of Oneration 

2 3 4 

15 9 6 

38 65 90 

3 3 3 

3 3 

6 34 

59 71 68 

~ote: The total foreign exchange requirement is equivalent co 
5US 16.l ~i~lion for the first SLX years 
(including pre-operational phase), 

5 Total 

2 55 

109 318 

3 15 

3 30 

96 136 

21 282 



- . 8 -

Year of Ooeration 
SL'S ?er TSh ?er 

pa1 ::- ?air l 2 3 4 5 

---------- mi 11 ion TSh --------

Canvas shoes 3.50 61.25 21.4 42.8 55.0 61.2 61.2 

Jogging shoes 7.00 122.50 12.2 24.5 26.9 26.9 26.9 

Clogs 7.50 131.25 13.1 26.2 26.2 26.2 26. 2 

Safari boots 9.00 157 .50 15.7 47 .2 63.0 63.0 

Sandals 7.00 122.50 12.2 49.0 73.5 89.4 

~occasins 18. 00 32.50 3.1 11.0 17.3 

Dress shoes 13.00 227.50 34.1 91.0 

Insoles 0.75 13 .12 3.1 6.2 9.3 

.t"refab. soles 2.00 35.00 1. 7 5.2 7.0 8.7 

Unit soles 1.10 19.25 5.8 11.6 13.5 

Shoe laces 0.04 0.70 1.4 3.5 5.6 5.6 5.6 

Wooden soles 3.50 61.25 3.1 6.2 12.2 12.2 12.2 

Heels 0.55 9 .62 1.4 2.8 3.8 4.8 4.8 

52.6 135 .6 243.l 343.3 429.l 
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; i:l. 1TiiLli.cn ISh) 

Year of Operation 

l 2 3 4 5 

Direct ~terials: 

:Jomes tic f.o.b. 16.0 49.7 101. 9 163 .1 209.3 
Imported • t: c. i ...... 15.8 38.5 64.6 90.0 108.9 

Factory labour 3.4 6.8 8.9 12.3 14.8 

Utilities 0.4 0.9 1.5 2.1 2.5 

Tooling 0.9 2.2 3.5 4.9 5.8 

Maintenance 1.9 4.6 6.1 8.4 10.l 

Transpor't 1.5 3.4 5.7 7.8 9·.4 

Factory overheads 8.2 13.7 16.5 19.3 19.3 

TOTAL FACTORY COSTS 48.l 119 .8 208. 7 307.9 380.l 

Adminis'trative overheads 9.0 9.7 11.2 11.2 11.2 

Sales costs 2.5 2.6 3.4 3.4 3.4 

Cistribution costs 1.9 4.6 7.6 10.5 12.6 

TOTAL OPERATI~G COSTS 61.5 136.7 230. 9 333.0 407.3 



T.ihle A.2l C.dttd.1tio11 ut ecu1w111ic ld!l' nl 1·ectir11 

(in mill iuu 'J'Sh) 

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

Year 
of 

Cash Inflow 
(8enefi ts) 

Fixed 

Cash Outflow 
(Cm; ts) 

- --·---------------

Rehab i 1 i ta ti on Working Operating 
Canfta1 Operation V<llue of Sdles Assets Expenses _ . Costs 

Pre-
operational - 43 17 

1 53 19 11 81 61 

2 136 3 15 55 137 

3 243 - 9 56 231 

4 343 3 6 59 333 

5 429 3 2 11] 407 

6 429 407 

7 429 407 

8 429 407 

9 429 ) 407 
Recovery of ) 
working 294 ) 
capital ) 

Total Net 
Costs Cai;h Flow 

------·-

(60) 

172 (119) 

210 (7!1) 

296 (53) 

401 ( 58) 

455 (26) 

407 22 

1107 22 

407 22 

1,07 316 

(8) 

--------------------------~---; 

Not~: No account is taken of the residual value of the fixed assets. 

r,, 
r-; 



F:NANCIAL, ECONCMIC AND SENSITIVITY ANALYS~S USING co~~AR 

Based on the f1nancilL and economic analyses of the rehabilitation of the 
~SC a sensiti·1ity analysis ;.;os carried out using the UNIJO Ccr:iputer Model for 
~easibilit1 Analysis and Reoorting (COMFAR). 

Since there are special operational requirements and an established log'c 
in cm·ffAR programmes, some assumptions had to be made which in tur-n influenced 
the results of the computations. The following should be noted for clear 
unders ti•.nd i ng: 

(a) COMFAR al:ows to consider a maximum of ~ix products; consequently 
same of the shoe types and components had to b~ combined in one category; 

(b) The rehabilitation expenses are considered as ~nvestment costs 
(mainly as capital expenditur-es); 

le) The earliest time COMFAR allows ~-depreciation of investments is the 
first year after the investment has been made; 

(d) COMFAR automatically computes interest rates for capital 
expenditures; 

(e) COMFAR automatically minimizes cash reserves which in turn leads to 
smaller drawings of the credit; thus no minimum coverage period for cash is 
foreseen in the computation of working capital requirement:; 

(f) In the basic analysis some variable costs (e.g. utilities, tooling, 
transport) were assumed to be proportional to revenues. As CCMFAR 
automatically takes variable costs as proportional to production capacity 
utilization, speci~l cost adjustment had to be introduced in order to show 
equal figures of the total production rosts. 

The computations were car~ied out for the first ten years of MSC 
operation after the completion of the rehabilitation programme. 

A. Economic anal•rsis 

The parameters are based on the following assumptions; 

(a) The exchange rate of the Tanzanian shilling against the United 
States dolLar increased by 75 per cent (i.e. the Tanzanian shilling is 
devaluated); 

(bl The selling prices for all items arL decreased by 15 per cent as a 
local market response to large~ supplies; 

(c) The labour costs are increased by 40 per cent (lower productivity). 

The computations made under the COMFAR ptogramme show some discrepancies 
in comparison to the basic financial analysis: 

(a) Due to the minimized cash-in-hand requirements and the lower 
production costs during the starting-up period (since COMFAR computes them 
proportional to sales revenues and actual production mix), the capital 
requirements are lower; 

(b) vwing to the same reason. the sales revenues are 5nmewhat higher. 
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----------------------------------------------------------------------------- ::~=~~ 

Total investment :::osts :~ 
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Total investment costs, production phase. 
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: :if ~ca. ::apac:~y ,51~;~e ~~Jd\!:~ •• 

Rn uter:a~ : .. 
nt~•r ~i• litf~la:s 

~ti i l ti es . . 
Entrqy . . . . . . . 
la~ou~, ~lre:::t ... 
Re~a1~, 1a1ntenir.=• 
Spir!s . . . , . . 
•actar·1 ~ver~eac: 

!:.~:r. ::=s:s, :aiem; i~C dr~~ .. :~:.;!:~r 
~: ~e:: :::s~s., =~ies i:.C ::s:·f.~b~":::ri 
:•e;·!c:•t::Jr. 
'~:iar.::~al ::s~s 

u 
lb4.16 

G.O 
1.19 
~.o 

b.89 
• ·Q 
1 • .;. 

r-• .... ... 
--~ '!ri ........ .J 

:oe. :: 
-~ ""'T .. ' ...... YO 

~0.36 

4.SC 

!967 

0.0 
"!.,O ;1 ....... 

Q.'J 
2.:E 
o.a 

13. 79 
'.-4. ii 
c.o 
~:.10 

J3o.~s 

·207.81 
... - ',I. • .:-.a .. 

;~. 0 

::. !: 
•.ao 

!~93 

0.0 
424. P 

J.~ 

::.70 

30.42 
;.o 

::. "'!! 
t,g~ 

• h .. : 

J. ii 
m.3o 

0.() 
3. 40 
(i, 0 

'.'i.iO 
21. :o 
o.o 

54!.20 
-~:.:o 

:: .. e 
4.gc 

m.:: 

!990 

v.C 
47!. !O 

c.; 
3.40 
u 
~;.:c 

2:. !C· 
0.0 

54!. =~ 

\,;. ~ ·- ,, ........ \,. 
~ ::'."' ........ 

:::::::::::::: ;::=========== ============== ============== =====~====~=== 

:; :t T:re!;::, I 
:f lt •ir:c:~!,: 
'.':tc:: l aoc~:- .. 

tt.. 7.~ 
lb!. :2 
lO.t: 

•). c 
:4.~: 

! 41. 3' 

0. C· 
"" .·'!i :; . ! : 

9C.:! 

------------------------------------------------------------------ :Ol'!FAR ~. l - C!IO:-t5tr at: en it UNIO~ i:~ ---

Total productiol"' c:ost.s in r.ii:1or. hr.:a~la Sh1ll1ng~ 

Yur 

I :f no1. capacity (single orc~~:ti, 
?.a• uterul ; .• 
Other ~i• aater:als 
Ut:~:t1es .. 
E~tr;y ...... . 

~!~a!~, e..;.~:-::e~.a~:e 

:~ares ...•.. 
~a::o•y :ver~ia~~ 

A~11~:str~t:we :ver~tads •.•... 
::-:d~~. ::sts, sa:e! anc =is~~t~~t!:ln 

~1r1ct ::sts, sa~!! a~~ dist~~Out!:r. 

Dt;reo:: at; :n 
F:r.ar.:ul ::s:s 

!:ta! :rod~:t:or. :osts 

0 '• .. 
rn.:c 

0.0 

: ~. ! 0 

'C' .... ,, ·-· .... , 
::.a~ 

0 '" 
:3.40 
:. lC 

~o~.so 

0.0 
47!. 30 

c.o 
3. ~0 
o.~ 

:9./Q 
"'1 1{', -·. ··-
0.0 
~5.70 

~4!. 20 
;~.co 

o.o 

b02. 02 

m: 

o.~ 

47!.30 
r:. 0 
3.4C 
~.~ 

:-=. 70 
2!. ! 0 
c.o 

2S.70 

;~.00 

Z3. ac 
c.o .. ~: 
o.eo 

0.0 
47!. !u 

0.0 
3.40 

: ~. :c 
~!.: ~ 

2~.70 

3~.iiO 

0. Co 

o.c 

~92.2! 

0 ~. 

·U 
:.4C 

... , . ·, ........ 

54!. :o 
~ C' ,''\(· 
...... ¥ .. 

L 4e 
0.0 

~9!.46 
:::::2:::::::: ::s::::::::::: :::::::a~:s:: :::::::s:::::a: :s::s::::::::: 

Costs ptr ~n1 t !. s1n;lt ~r:ic~:~ : 
Q.f ;t ~Or!t;~, : 

Of it vara:::e.~ 
io~a.l lacoi.:r .. 

o.c 
""C ~"'. 
- '. •lw 

o.o 
29,;4 
9: .:4 
~C.50 

o.o 
29.75 
92.24 
3o.~o 

o.o 
29.54 
92.75 
3b.~O 

0. iJ 

29. 45 
9:.e: 
3b.SO 
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----------------------------------------------------- CJ!!FAA l. l - d!tcnstrit;on at JNIJD ;~ 

Net working c:apital in 11ll1cn ianana 5hil:1r.;s 

¥ur . 

:~rrent ass!"s anc 
Q::aants ~ec!tvac:, 
:~vfn~ory ar.d 1a~e~••!s 

~~~~;y ..... . 
:~ares . . . • . . 
ic~I •~ ~~~;~!55 . 
=:~:s~e: ~r:e~c:s 

:isl". ~ ~ ~·~~ 0 0 0 I 

T:tol ~~rrer:t cssets 

~e: •~rrin; :a::tii 
;r.:recse •~ w:~k:~; :ac;:o• 

. . !! w:·t::i; :a:: tc.l, ~ :::i: 

,_ 

'e: ic:?"t::r.; ::c: .. =. ... ;=!"!! ;~ 

m 
0 
~ 
'• ..,, 

....... 
1r 

0 

:o 

!9Bb !957 

,., '· i.3: lb.37 ....... 
z.; ~6.48 !l:. 97 

o.o ~.;) 

0.0 0.0 ., . 
••• 'J f~ t .. 

•f••tl ·~ ..,~ .).;. ... 
:u !.4: 7.4~ 

-3.50 ·iJ.40 
Si.4Z l63. l0 

t~ r. 17. :2 ~.., .,, ···"' ....... 
----------- ----------

=4.24 1:0.a9 
o4.Z4 ~=.:' 

34.3C ;1.~b 
2~ ... ~ ~1.a3 

1998 

27.68 ll; ,. 
W• I I~ 49.:~ 

14~.2~ Ic!. 38 lc~.32 
O.G :U :.:1 
0.0 1).0 ·,:,ij 

4C.90 •r != .. """' .;; 
,. c;-, 

:a.4~ ....... , ........ 
.c "!l ··-"' t ·~ -.. ~ .. : • .!.c: 

~21.08 263.34 :E:.:: 

•c.ac ... " 
"'' .. J ':. :: ---------- ----------- ------------

:so.ze ~is.:• "'I-~ .. 
.. v .• ~-

4:;, :1 :7.9e :s.:: 

94.7: lilii: ..... .. • .,,,.1 .. ~ ... : -:: . ..... __ 

e:.:: ·!'\~ '!"'! ~f·3.5E .. ...... .,;. 

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

----------------------------------------------------------------------------- :c~FAR t.~ - de&c~stri:i~~ at U~:J~ !V ---

Net working c:apital in u:!:an Tar.:ar.li :~t::;n;s 

Yea.r • 

::·1era;e: ......... a:: 

:~r~er.t assets a~: 

~c::i.:nts ~ece: vi::: 
'.·ve•t:~v an~ ta:er:a!! 
:~er;y ..... . 
S;ares • . . . . . 
lcrr :n ~r~;ress . 
r;~1~he~ pr~a~~:s 

Cash : ~ h•n~ • , • • 
:ctai :wrrPnt assets • 
:urrer.t lia~ilit;es and 
Ac:ounts payable .. 

Net wor~i~g =a~:tai 

ir.:•e•se :n worr:ng :ap1ta: 

Net 1ori1n~ :aplta!, Ic:al 
Ntt wcrtinq ~•;ital, fcr119n 

30 
··-

\1 
·) 

:~) 

<C 

<) 

!O 

.. ,., ...... . ., .... 

12,~ 

•·' 

. -. ··rt ...... 
24.0 

!2.0 

49. :1 o.o 
::i.:E (;.i) 

rJ.O o.o 
0. (: t).0 

4~. :o :. !4 -- '"' ~.o i. •• 10 

3.•o ~.o 
~c:~ ~., --···· 1. !4 

•:.10 2.14 

------------ ---··-------
m.12 0.0 

o.c' ·~37.1: 

!ZB.2~ 0 ~ .. 
!OB.BS u.O 

J ., .. 
~.c 

C.0 
o.o 
2.14 
o.o 
c.o 
2.l4 

1.14 

-----------
o.o 
0,0 

o.o 
o.o 

·-----------·-------------------------·-------------------------------------~-------------------------------------------
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-------------------------------------------------------------------------- c:PfF ~R ~. ~ - ::!tens!~ i:: C:t it ~N: :~ .... 

Source of finance, construction :n l1'.llo:1 7an:a!::a 5h;:::ngs 

•ear t~;C' .. ,.__ 

~q:ut·1, J~j::1ar'f :s.~o 

£q:i.1 ty, ~r!!•erer.:e. •i.) 
S-.b>1d1e5, gnr.ts 0.'' 

~:in A, foreign o.a 
~OU. 9, for2i~n 0 -' •V 

_:an ~. ~ :::""!! ;~ ~.1 

;.:a~ ~. l :i:al •e.·:o 
L:an :I :cc&i C.J .. , 
~Ci!'! .... ~ c:al C.J 

-----------ct al l :an 46.iiO 

:. £0 

------------------------------------------------------------------------------------------------------------------------
~cr::;cr:: Shoe:.:., :iase c.ase, h::an:ial -- '.934-•i1-;2 
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-------------------------------------------------------------------------- :~!'!F~R l. ~ - j!!:lr:s:.r at~~~ :i:. Jt:~~ :;,, 

Sour-ce of fi nance ' production i~ 1i!!t:n Tan:1rai Sh?::t::~s 

veir :cse !Y87 ~~sa :~e«r :9l10 •::ic;• 
•. •4 

: ....... :r~! ~arv ' ' '),;) ·U Q.i) !),j :). c _,,.i.. .... ~. .. ,, 
::;1a:y, ~refenr.ce. O.:; t}, 1) ~.o •i.O ~.o o.o 
5~ts~1ie!, ;~ar.ts i).J 1).;) O.•) '}.0 a.·J t).J 

LJan A, icre;gn C.v c.a o.o u.O 0.0 ~.o 

~:an a, f:re1 ;n ., 'I •).0 o.o o.c l},0 ·i. ~ ,,,,, • 
i..Jin -· farei;n . o.:: ,J.u 0.() u ,, ·),:j ~.·) 

~=1~ "· ~::cal .~ ' ., ..... ., ,, .. ~ O.il -13.00 -:4.)C -4,;)!; 

LJan ~ locii 0 ,, :'),I) o.o 1.0 •l.O 0. J ., '" 
~=ar. C, t:cai J. :j 1). 0 o.o :.o 0.0 >). :) 

--------- ---------- -------- ----------- ---------- --------
7otal loan ·). il o.~ o.~ -t3.1)0 -14.:)0 -4.uO 

:..-'r;!~t ~u!::: L hes 17.lE !5.04 a.s~ 4.:o 0. !) o.o 
' . Jver1nrt :i.:e -!7.SB '.I.~; o.o 0.1j ' . 
.ia:i1 ;..•.v 

------- --------- -------- -------- ------- -------
:::ital ?:.:ncs 54.::"o -:Z.S4 a.s~ -9.7\i -1•.Cv -4.01) 

-------------------------------------------------- C:!!!FAR t.L - dHcr.stratian at Ufmu lV ---

Source of finance, production i:i u l: ion Tar.zar.ia Shiliin;$ 

va&r . . :992 lrC?: 1994-15 ~!~6 

~~~· t I' Jr~1:iar'f I).~ l.J c.o :' :' . .. ·~ 
c::.i :y, ~re!erer.ce. 1).C 1},;) 0.0 i},0 

:uosta12s, ;rar.u . 0 ~ 
"' !).0 ~.I) o.o 

L.Jan ~, f::rei ;n . n.c 0.0 t),Q 1).1) 

L~an a, foreign ;j .•. .,, J.O o.o ~.o 

Loan C, fan1~n . O.J o.o 1),0 o.o 
Loan i\, lccai -~.00 -B.00 O.:l o.o 
~:1n 9, :acal 'l.Q o.o o.o o.o 
~:1.i ~' ::lcai ·). ;i O.v Q,:) 0.1) 

------- ----------- ---------- ----------
1':til loan . . -1.00 -a.oo o.·> o.o 

CL1rrent liibili ties o.o o.~ o.o -42.96 
eank avtrdrift o.o o.o o.o o.o 

·----- --------- -------- ----------
Tatil rur.~s . -if.00 -;.oo o.o -•2. ~6 
------·------------------------------------------------·--------------------· 

'iaroqcra Shc1 Ca., !Jas1 cas1, Hn•nctal -- 1984-1>9-!9 
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------------------------------------------------------------------------ ::~r:~ii L: - ~u:ns:ratlon at ~NiJ~ b 

Cashflow tables, construction i~ :1:ll:or. T.ar.:Jnu 5h1!l:!!gs 

Vesr ••• 

Financ•al rescur:es 
sa:es, ~·~ cf ~i? 

:::al •sseti .. 
. J~!rat~n~ :osts 

Ccst :r •; r.ance 
:!epavae!'lt 
~::ir~crate t•~ 
Ji 11 a1m:s :m d 

Sur~i~s i lef:c:~ I 
:~2ulat!d ClSh =•~i~C! 

:~f::w, :::::ai 
aut ! ! :w, i CCil 

Sur'L~s : 1ef~cit ) 
lnflo•, forei;n 
:~t~:c•, •ore1;n . 
s~rplus ( ~ef!:1t 

~et cashfl:• . • . 
:~!~lated ~!t :is~•loM 

'.O~. 30 

~'J~.:o 

o.~ 

:o~.a~ 

!O!. ~O 
0.0 
:.4i) 
·"t (\ ... 
0.0 
·). ~ 

J.O 

:·}~. ~1) 

='.30 
:0.00 
0.40 

:!. 00 
-!).~I) 

-!:~.40 

--------------·--·--------------------- ---------------------------------------------------
~aro;crc :11ce Co., base cue, Hnanc:al -- 195'-·JY-;a 



··--···---... ------·--------------------------------------------- COP!F~ ~": - ~Honstrit:on it ~N!~G :v ---

Castiflow tables, production :n 11:11or. T•nunu St11:lu19s 

¥ur ....•. 

=:ninc:il rt!:ur:l5 
:iles, ntt ~t ta: 

T:t•I CiSM o~t!law . 

. Tot.I ustts .. 

. Opl!riting ::st~ 
:est of f: un:t 
;e:av1fr:t .. 
::.r:o~it! ti~ 

~: v: dend~ ~i::: 

su~plus r ~!~:::t ; 
:J1~lit!C ~i5h ~ilin:! 

:nt ;o•. l::i:ai .. 
=~~.;l~•. !cc:i: .. 

lnfi 01, forugr . 
Outflow, fore:;n . 
5urpiJs I dl!ft::t 1 

Ni!t Ci!hf!ow .•.. 
c,1ulited nit "as~ficw 

1998 mo 

m.:io 450.S!i :t4i.b9 
--------- ----- ----------- -------- ------ ------

54.76 
lBl. i4 

22!. ~o 

:S.~4 

4!~.S2 

m.so 

9.~~ 

iOO. 72 
•.30 

9Sc.SO 

769.27 

o.o 
m7.c9 

899.78 
--------- ---------- ------ ----- ------ ----

!011.~2 

94.00 
4.eo 
,.. ,.. ... 
c.c 

:4.00 
:4.00 

z:c.ez 

5.09 
s~.~i 

-=··~ 
-:S.9: 

-!3~.3: 

99.29 
2CZ.40 

4.90 
37.!e 
SS.44 
o.c 

21.()7 
:!.()i 

44~.4E 

;~~.!= 
1:ro.;: 
~.ce 

!80.~5 

-m.ai 

•6.4! 
-110.~! 

ob.SB 

U!J 
o.o 

!112.Si 
0.0 

IC.lb 
17&.z: 

700,41 
:er.:5 
m.a:. 

S. 'iO 
:a4.cl 

-m.10 

m.37 
48.42 

S2.2o 
470.70 

uo 
:3.0Q 

Z:l. 51 
O.Q 

~71.CS 

m.04 
m.es 

31dS 
m.42 

-352.'17 

20b.:3 
254.~ 

23.88 
S%.OO 

~.5!" 

14.00 
Zoi· ~ 

~.l 

~~5.9! 

:1;.:n 

44:.:: 
~a;.so 

~~.00 

450.~ 

-!:us 

:cD.4: 
S:Z!.17 

:. :·; 
4. :}!) 

~.: 

::~. :r) 
900.4e 

4!1. :·: 
11::.:~ 

kvC 
•4! .3C! 

-3Sl.3~ 

Ziio. ~,, 
ao~.;: 

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

------------------------------------- COllFAP. !.l - a11cnstr1tian at urm: !V --

Castiflow tables, production 1r. aillian T•n:an11 Sh1llln9s 

Ye1r ••••.• 

F:n1nciii '!•cu~ces 

s1:es, ne~ of t•x 

~ct1l cis~ outflow . 

~Otil HHtS •• 

O?tr1tir,; :osts 
:ost of i:~•nce 

l!1p•y1rnt ••• 
• Ccr?or atr tlx , 
• Oivic1no1 p11d • 

Surp!us ! defi::~ l 

Cu1cl1t1d cash b&l•nc1 

Inf! ow, local . . . 
Outf:ow, IDCil , •• 

s~rp!us ( drfic1t ) 
!nflow, for11;~ .. 
~-.tf::lw, •:3rt!;r. .. 
Sur~i~• i ~ef:c1t : 

~It :1shilo• ..... 
c~&~i•t•~ nrt :•s~f :~. 

:147.!19 1147.ii~ 1147 .b9 o.o o.o 
-------------- -------------- -------------- ----------- -------------- --------------o.v 

!ln .e9 
ft '· .. , 

114i.b9 

974.89 

o.o 
!147.69 

867. 74 

c.~ 

868.11 

-------------- -------------- -------------- -------------- -------------- --------------c.o 
~~c. oo 

!. 70 
uo 

272.94 
0.0 

274.15 
1!74.b2 

1051. 69 
m.eo 
626.99 
;b.00 

448. 74 
-~~:. 74 

2au~ 

1 o9:. o2 

o.o 
590. GO 

G.30 
B.liO 

m.oq 
o.o 

272.SO 
1447.42 

1051.bll 
m.eo 
027.9'1 
~6.00 
4!!.~q 

-l5!.09 

m.=o 
1:74,:2 

c.o 
590.00 

o.o 
o.o 

m.74 
o.c 

m.95 
1727.37 

!05!.69 
41~.so 

m.aT 
%.00 

45U4 
-m.;• 

219,q5 
:m.:1 

¢.0 
m.oo 

0.0 
o.o 

278. ll 
o.o 

279.57 
2006.95 

!~51. 69 
m.ao 
m.B9 
9~.00 

m.31 
-m.31 

m.!7 
j;~:. 74 

-:ao.os 
o.c 
o.~ 

42.96 
o.o 
o.o 

o.o 
-128.25 
1:8.25 

o.o 
·!OS.SS 
!08.BS 

290.08 

0.0 
~.o 

o.o 
o.o 
0.0 
o.~ 

o.~ 

zm.o: 

o.~ 

~. 0 
0.0 
o.o 
o. ·J 
o. c 
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----------------------------------------------------------------------------- ::~F~R 

Cashf low Oi sc:ounti ng 1n ai:i1on Tar.u::;a :~:ll:~~s 

i) qtt;u-~ :o :~~tty: 

~tt ;rese~: •ilae : :az. j/ it :o. Jc : 
149.So : 

~I !~t!r~al ~ate Jf ~!t~rn •1t~out o~tside 'inanc:nq: 
~et ~resent value ~~e:.•o it 10.00 % 
:~!er~ai Rat? cf ~e:~rr. ~ iRR > Oi.!9: 

~ctal cas~ =~tr:J• 
;:~t~n val:.;i; 

:J5.30 
:os.ao at 10.00 t 

------------------------------------------------------~---------------------------------------------------------------
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----------~------------~------------------~~--------~------------------- ~OftFAR 1.l - ae1onstrat1cn •t ~NIJO ~V ---

Net income stat em en t :11 ul~1c11 ia:ianii Shi! lin;s 

·fur tCC:' • --0 1~67 IQSS 1189 1;=~ 

-.. :a.a. sales, ',,-t . ....... 'iiles ':lX 191. :4 .m.s:: iOO. 72 rS.:i. 30 li4'.'.~~ 

:.ess: ·tarucle :osts, •ncl. Si~!S tax. l92.2b :54.Sl 4~4. ~i 549.30 549. :') . 
--------- ------------ --------- ---------- ----------

Variable uqin . -~l.~2 Sl.01 20b.3b 40i. so s;e. :~ 
As I of ~::til 'iil!S -b.!4 tl. 7t 29.45 ~2.59 :z. !-i • 
lfc~-v•r:acle ;:s~s, ~ -~ t 

~ .. ,.. .:e~r!ciat•:n -n.as -!1:9.96 -149.:9 -S'!.52 S4.!a 
----------- ------------ ------------ ---------- --------------

Cpent~onal a.r;1n l:b.77 210.~7 :ss.~ 4bi.32 544.:«? 
i4s . Jf t~~il saies !o.eo S0. 14 s-:.n 46.94 4!. 42 ,, . . I 
C;st of hilance 4.90 4.80 4.90 4.90 T "'·~ V'fwV 

-------------- ------------- ------------ ----------- --------------
Srcss ~r~i • t ~l.17 2:&. !i 350. ?5 46Z.!7 S4~. ;~ 

;1 ~ :11illC!S t!.~O !~. li) 3.~o =.~o z.~': 
rauble ~r:f it so.:; .,"' ~,7 ._1,,11 •• 1.o. :4L.:~ 450.02 ::e. :' 
iax t ~ '!;;:! a~. $4 ..~" ::1. Sl ""' - -"" . .,,._ .... 1':).;,w; '~. . .. . ... '"' 

--------- ·-------- -------- ----- ------
Net ~r~ftt Jo.i8 m.&4 17'1. r.r :34. 51 211.:~ 

O! ·1: den cs ?UO o.o o.o o.o O.J o.c 
~r.~atr~ b:.ited ~r:f; t 3c,,;9 l!S.114 17'1. ii Z:4.5! m .:1 
ikcu11Ul Jt!d :;na: str;:::.;ted ?rlti ~ 36.78 ~52.42 m:.111 Soo.70 833. ~ ~ 

Srcss ?roht, ' of t:hl salas !4.2! 49.~3 50.08 48.l4 47. t: .. 
Set ~rcEt, t :f ~ ...... : Silis Z0.31 26.S! z:.ao Z4.S1 ~~ ~c .... ..,_,,,, ....... ~ ... 
ROE, !let profit, ! cf !~lli ty ~6.~0 208.73 324.50 ·:~.ll 469.Sa 
R~I, !fet pref: t•tr.terest, ! ~f invest. ll.06 79.SO 115.29 140.69 tS6. ~~ 

l!aro~aro Sll~e Ca., ~He cue, fir.anciil - 1984-QHS 
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----------------------------------------------------------------------- :~~rKR !.1 - ~e1cnstrat1on at JHIDO lV ---

Net income statement ;n 1111 ian ranzanta Sh1ll1ngs 

Vur 1991 1992 !993 1994 1995 

'!"atil ules, inc!. sales tu 1147.6! t!47. b9 tl47.a9 1147.69 1147.69 less: varucle costs, incl. salts tir. 549.:o S49.:o 549.30 S49.30 549.30 -------- ---------- -------- -------- ----------IJarullie ur;1n . 599.39 598.39 598.39 598.39 598.:9 ~s ? of total UlH 52.14 52.14 52.14 52.14 :2.14 

~on-vari .Wle :osts, tncl .de:irecation 54.!0 51.02 45. 4Z 4~.n 42.16 --·------- ----------- ·------- -------- ------··----Operaticnal 1argin 544.29 547.~7 552.97 555.48 556.Zl lls t of total sales '. 47.42 47.69 46.18 48.40 48.47 " 

C~st of fl nance 2. lO 1. 70 0.90 o. ~ ~.o 
----------- ---------- --------- ---------- -----------3r:ss ~r:ifit . 542.19 545.67 ~5~.17 SSS.48 556.23 ~Eilwar.ces . J.O o.o O.J ~.o J.O Taxable prof: t 542.!9 ~4S.b7 :~2.11 ::~.48 556.::3 ~ax . . 271. 09 ~72. 94 276.~1 ::7.74 2:'9. :t -------- ------- -------·- -------- ------"et ~ro;i: 271. 09 272.84 270.09 277.74 Z79. ! l 

Oi vi :ends pa1 d . o.o o.o o.o o.o ?.O 
f Uncistrtbuted ~rof1t Z71.09 272.94 27&.09 :77.74 Z79.11 ~c•u1ul&ted ur.distr1r.uted profit 1109.19 1382.03 !ii5B. !I 1935.35 .. .,, ~ c;7 

, •• .,. 'f 

Srou profit, t '' total salts . 47.24 47.S5 48.11 48.40 48.47 ~It ~refit, t cf total ul es . 23.02 23.ii 24.06 :4.20 24.2! ROE, ~et ?roti t, t :if equ1 t·f . 489.34 492.48 498.35 SOl.S4 502.01 ROI, ~et profittinterest, Z ot invest. 1~6.0'Z m.19 m.u 158.62 1~8.83 

-----------------------------------------------------------------------------------------------------------------
!'laro;~ro .:hat Ca .. !last cast, financi•l - 1984-09-ie 
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------------------------------------------------------~--------------~--~- CCftFHR !.l - 1e1onstrit1on at JNI~J r~ ---

Pr-ojec:ted bal a nee sheets, construe: ti on :n 11!lion Tinar:ia Shll!i~9s 

'1!ar ..•• 

•i:ea assets, ~et ~f deprec1ation 
:.:r.:otr:.icti.:n in ~r:qress •... 
C:.irrer.t assets • . . . • • • . • 
:ash, ~anr ... , , . 

... ·. 
E~~:ty :ipital • 
;eserves, ~:ta1~ec :refit 
?r:f::,,lossi .•••••• 
~c~~ ar.d 1edi~= :era debt 
~~rrent ~ i .tCn l i ti ~s . . . 
?ar.l :ver~r:~t, •i~a~~e r2qu:r:o. 
Tctai :eat . . . •.•• 

a.v 
tv~.:o 

~=. 40 
}. J 
J.i) 

•:.~o 

:.~o 

:o.4o 

~.SB 

• 

---------------------------------------------------------------------------~-------------------~--------------------
~cro;oro S~oe Ca., base case. financial --- i~S4-09-:c 
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--~------~--------~--~--~---~--------------~---------~--~--~--~- C:!!Fo'.\R ;.~ - je1onstr•t:on at ~N!JO :~ ---

Pro j ec: t ed b al an c: e sheet , prod uc: ti on ir: 1il!ion iar.an1a Shill in;s 

vur 

Tcta! iSSi!tS 

;1:1!~ iSSl!tS, net cf deprec1 aticn 
~cnstr:ict1cn iit prcqr!Ss 
Carr!nt iSSl!t5 

Cash, !lank . . 
C.ash sur;:u:; 1 ft n•~:! avu :acle 

iotai l;atiiitli!S • 

E~16l ty caci til . . 
~eser·;es, re tel ~ec ;:-::fit 
?~:f:~ ... ~l!s:· ..... . 
'..::::; an:: u:!::.:~ teri :ebt . 
:~~:--:r.t ~:atu:~t:es .... 

7otal :ect •••.••• 

;~uity, : cf liaa:l:t:es 

. 

lC?Bo t987 

194. 94 :aB.il3 
--------- ---------

95. 42 101.37 
28. iO !7.60 
94.l2 16'1.50 
-3.50 -6.40 
~.J 5.97 

!94.94 288.03 
----------- ----------

~5.40 ~S.40 
}. 0 :a.;a 

:.!i. 78 ~~5.a4 
1;. :)0 42.00 
17.lS 32.Zl 
:7.:a ti.O 

102.io 60.2! 

29.42 

r~ee : 159 ~19!) 

H6.40 70Z.W q~;.~o 

--------- ---------- ---------
lOli.19 :02.01 98.~l 

B.tiO :~.ao 5.00 
226.31 264 • .lb 279.33 
-5.23 -!.:2 3.40 

140.53 ::o.es 57!.77 

4i6.40 :re2.zo 959 • .!iO 

-------------- ----------- -------------
5~.•v s~.-'O ~:.40 
~:2.4: 33Z. :9 ~foe. ;o 
, .. -- ::4.5l "'7' ~o .. i '1. I I ~ . .... .,. 
48.~0 ~.Jtj ::. j{) 

40.BO ~:.:0 -ts. :o 
1.),0 ;). ;) ,, 

.1 • ..; 

86.5& ac. :o .:.c. ~o 

11.03 7.39 ~ 1~ ,.,.1 
----------------------------- ·-------------------------------------------

~oragaro Shot C::., ~ase cue, Hr.ancial --- !184-·i9-1S 

------------------------------------------- COl!FAR ~. l - dl!llar.stration it U!tl:t! !V --

Projected balance 

Yur . 

iahl nuts. 

Fi:e~ nuts, net of :lepreciation 
Ccnstructtcn in progress . . 
C:irrent assets . . . 
Cun, oank • . . . . 
Casi'! sur~bs, finance available . 

Total liac1liti11 •• 

Equity cap~tal ••• 
~e11rYt1, r1ti1ned ?rofit • 
ProHt,llOH) •••••• 
~on9 and 1!d1u1 t1r1 dtbt • 
Curr1nt 11ab1lit111 •••• 
a1nk ovtr~raft, f inanct r1qu1r1d. 
Total d1bt • • • • • • • • • • • 

sheet, production in 11llion Tan:ania :n±lrinqs 

1991 1992 1993 1994 l995 

1226.119 !490.!3 17SS.U 2036.~S 2314. 47 -------- --------- -------- ------- ------
90.21 79.89 75.17 72.96 n.~o 
o.o 0.0 o.o 1),0 o.o 

278.83 279.83 279.33 2i9.33 ::a.a; 
S.40 3. ~o 3.40 ~.40 :.•o 

=~4.26 me. 42 !401. 2: 1681.17 :l&0.7S 

1226.b9 17~8.61 2036.35 2314.47 

------------- -------------- -------------- -------------- --------------:5.40 
e~e.10 

271.09 
17.00 
-~.10 
0.0 

62.10 

4.52 

~5.40 
1109. ~ 9 
272.84 

a.oo 
45.10 
o.o 

53.10 

l.72 

SS.40 
1Z82.03 
276.09 

o.o 
45.10 
o.o 

45.10 

55.40 
1~:&.!1 
:77.74 

o.o 
45.!0 
o.o 

,~. lO 

2.72 

~.40 

19~.9' 
278.U 

o.o 
4,,10 
o.o 

45.10 

2.l9 --------------------------------------------------------------
"ara;aro Shat Co., ~••• c111, financial ·~ 19&4-09-19 
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c. Sensitivity analysis 

·s:: l"'IOR04E : Text Variables 
tt++t+t++++•••••••+•••••••••••••••••••••••••••••••••••••••••••••••••••ttttt :o~FA~ ~.l · deecnstrJt1:n at ~N!~j Iv tt+•t 

~cr:;oro 5hoe ~:.,L~'O.Sales-:~.;5 devil 

~ate: 

~a1e Jf Preti~:: :Ai: 

Na1e Jf ?r:d~ct t8l: 

SAF AiH SOOTS 

~ale Jf Preti~=~ iOl: SAN~ALS 

~ae cf ?r:cuc:t iC::·: 1!!i!:CASi!t5 

iabi MOR04E: General Variable9 
ttttttttttttttttttttttttttttttttttttttttttt•tttttttttttt+tttttttttttttttttt CC~FA" :.: - deec~!trat:on at UN!DC ;v t+••t 

l'!tJitipl:er t~ ::apute foreign into :c:::untin9 c:urrtncy: l. 746 

l'!ultiplier to ::scute local into icc::un~inq c~rrency: ! . 000 

:~nstructiJn ~hase: yearly 

lO. 000 

?erc:ent rate fer :F-~isc:ount:~;: 10. 000 

• 
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----------------------------------------------~----··-~------~-------------:~~AF. !.! - 1e1cnstrat1cn at ~~!~C !Y ---

Total i ni ti al investment costs in 11!li.on !ananu Shi!li.ngs 

Flxed invest1ent costs 
.Land, site prei:anti:m, de·1e!:::aent 
.Surldinqs 1n1 :~vil •crks .••• 
.Auxiliary and service facilities • 
• !~corpcrated fixe: assets •• 
.?lint 1ac~inerv and e~u1p1ent 

rota! fixed •nvestaent casts • 

Fr.-prccaction capital !J~!!ldltares 

~et 1arkinq c!pital • 

r:tal :n•tiai :nvestaent costs 

:' it for~iqn, in t ..... 

17.&4 
14.!4 
0.48 
o.o 
~4.88 

57.94 

11.44 
o.o 

..,~ .. 
J.,. •• 1;. 

------------------------------------------------------------------------------------------------------------------------
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------------------------------------------------------------------------ ~Q~F~ !.l - de1cnstr1t1on it ~~IJO !V ---

Total investment costs, production phase :n 11llionTan:1n;aSl:ill::iq:; 

•ur ... i:;ee: 1998 

:ized investaent ~:sts 

.Land, siti! ~re~antion, devel opaent •).0 0.0 0.0 o.o 0.0 
• S:u i dings il!Q Ci V! l •or its ~5.03 lb.bl 9. 79 b.12 3.~o • 
.~u11!11ry and service facilities 5.24 4.37 v.O . ,, 

a.•· ~.24 

. !~corporated fixed asseh . 0.0 •).0 0.0 o.o o.o 

. ?lint, HCitt:l!f"f a::d l!t;:.ii~aeit 23.oO 0.0 0.0 0.0 ~.o 

----------- --------- -------- -------- -------
iCtal fixed i:ives~sent c:sts ~3. 37 20.18 9.79 12.24 8.74 

?re-~r~duc!: on c~itals exoecai tures 5.24 :;,i9 5.Z4 5.24 ~.o 

liorinr:g ca;n tal .. 53.59 SB.38 •s.n 3~.ib !7.29 . .. . 
------- ------ ------ -------- --------

-:-otal :::rr!llt u:vest:ent costs 103.vl 99.14 ~O.Sl 53.24 2~. 03 

Gf it f~ret gn, .. ?3. ~o 70.01 !11.39 74.56 Ti.bl 

---------------------------·-·------ COftFAR 1.1 - :leaanstrat!on at Ll!'t!JO iv ---

Total investment c:osts, produc:ti en phase in 11trion ?an:ani• Sin!l:ngs 

°!Hr ••• 

~i1ed Ll'lve!taent c~sts 

.~and, site ~~e~arat1:n, jevelc~:ent 

.Sui:~1ngs ar.e :ivil •arks •••. 

.~u11l11ry ind !ervic! fac1!lt!e5 

.!~cor~arated fi~ed 1ss1ts •.• 

.?lint, 1achinerv and equip1ent 

~1tll fixed 1nvest11nt costs .• 

?re-,raduction :1pit1ls 1xp1r.dit?!t't5 
•arr1ng :ap1:1L •..•.•.. 

iotal C\lt'rtnt inv1st11nt costs 

Of it foreign, t ... , ... 

~.o 

a.o 
~.o 

o.o 
o.o 

'),0 

o.o 
r,.o 

o.o 

u.O 

1996 

~.o 

o.o 
o.o 
o.o 
o.o 

o.o 

o.~ 

-:12.78 

-212.78 

55.n 
-------------------·----------------------------------------~·--

~aroqaro Shot Co.,L+40,Sales·15,TS devil --- 1994-IO-oi 
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Total production costs in 11!!1on hr:anu Sh1l11~1J5 

Yur .•• l'?&b !967 !986 

? ::f no1. :i:ic: ty is1nq!• :;rodi:cti. 0.0 o.o 0.0 ~.:) 0.0 iii• Ht!'ru! I m.ss 'Z.7'-76 339.o= m.cii 3c;;,ei1i 
~t!lrr ri• ut!ru!s 0.0 o.o 0.0 0 ~ 0 , ,, 
Utl Ii t:.es a.es !. 7~ :.25 :.~o 2.SO Sirrgy 0.0 0.0 o.o o.o 0.1 
Li~o11r, ~hr!~! 'T ~o; 14.SO 18.65 20.:2 io. 12 

. ..•. 
~rpur, lilntE:lill:C! 5.56 11. 1:; iu: l~.90 !~.~o Sp1rrs . 0.0 o.o 0.0 o.o u.O F'ictwy OY!r!U!idS 19.30 H.~(I 19.30 l'?.30 :1.:0 ------- ----------- --------- ---------- ----------r•ct~v c:st5 m.ei 326.44 4!U~ 45B.~e m.~e Ac11~is~r1t1ve cv!'rheatis -m.se -210.91 -!e3.46 -~~ ~ tl. :o .......... 
lne:~. CO!h, u!rs •ne d:st~i:at:on e.ec; 17.~ 22.So 25.~G 2~.40 Olre:t ~asts. Sill!! zr.a d:stt; tat1 en o.o O.G c.!) J.O 0.0 iiep:-ec::: it! en 4.~ 2Ue jc.97 ~- rt 23.2; .::l."". ~!r?ir.t:iii :osts !.ts •.eo 4.80 uo ~.SC --------- -------- -------- ---------- ---------Totil prao11c::t1on costs 6C-.6i !07.T! 21?~.26 421.Zb ~Z!.42 

=s=========== =========== ====--======== =·========== =========== ::~t! ur ur:it si::;le pr::!t.:ct ·. u 0.0 o.~· O.t /\ ~ ... Of it fcr!'iqn, . -~ ~- 4.4r; ~4.72 ~~ or 
4~.!: 

. -J'1.:: ..,.,,;, .... 
~f 1: Yiruilie,Z ~4' =~ !93.b7 141.4r; 1 !t). l; sci.oz .... t. '"' 
'.'atil lii:o11r =.n 18.63 24. 1: !U.J2 ...... 

~..,.;.; 

----------------------------------------------------------------------~---------------------------------------------
~arcgcra Shoe Co •• ~+40,S•!es-!5,rs d!vil --- !984-!~-C2 

-------------------------------------------------------------------- C~"F~R !.! - de1cnstrat:on it uNI~u IV --

Total pr-oducti on costs:~ 1ill!c:: hn:illii 5hlihnqs 

Vur ... t • I I • I I f • f I 

: ~i r.01. c•pa::ty <sir.;!e prcc11~tl. 
it•• Htrn1! ! 
Ct~!'r ri• 1.ttr:-:1!s 
Ut•lit111 
E~t,.gv 

~·=~~r, dire:~ . 
~!~11r, a.inttna~ce 
S~1res 

~ •ctory OV!'rllHd• 

r: act cry casts 
A=1in1str1t!v1 avrrh!ids 
ind:r·. costs, HlH an~ distrillut1::n 
Oir!':t costs, silts ind ~istri~ut~cn 
Dl~r1eut1on 
F!nin:ul ~osts 

Tot1l ~roduct:or. c~sts • 

Costl pirr i:n! t ( s1 n;l t pr~c11:t ~ • 
Of it fort19r., ? 
~f it v1r11~i1,I 
Tct1l l •Co:ir 

0 iJ 

m.o= 
0.0 
:.so 
~.o 

:o. 71 
!5.YO 
li.O 

t9.ZO 

1011'! . ... 
~.o 

!99.oo 
0.0 
2.50 
0.0 

20.:: 
t5. ~o 
c.u 

!UO 

0.0 
m.&o 

o.~ 

2.50 
0.0 

20.n 
:s.;o 
0.0 

!UO 

o.o 
m.110 

0.0 
2.50 
u 

~C.72 

!!.~O 

0.0 
IT.30 

0.0 
39cr.c: 

~. 0 
2.sv 
0.0 

:o. ;~ 

t.0 
!9.3G 

-------------- -------------- -------------- -------------- --------------
4~8.~B 

11.:!0 
25.41) 

"'° t~.!a 
2.10 

4,8.~e 

11. 20 
:5.40 
0.0 
;.110 
1.70 

m.oa 
!!.~O 

25.40 
G.O 
0.05 
o.ao 

458.0t 
11.20 
15.40 
o.o 
2.02 
o.o 

m.oa 
ll.20 
2!.4u 
u.O 
o. 71 
o.o 

-------------- -------------- ·------------- -------------- --------------512.111 501.52 49,.le 
SSSSSSSSas•••• •••••••••••••• ••••••••s••••• =····· .. ······ ............. . 

o.o 
39.!I 
90.:l 
!3.l2 

o.o 
:a.ee 
9I.i4 
!3.!2 

o.o 
lB.99 
:17,55 
~3.l2 

o.o 
l&.~• 
•l.45 
!3.?2 

o.o 
l&.4l 
~3.70 

-------------·---------------------·--------------------·--------------------------------·------------------------------



----------------------------------------------------------------------------- C~~FAF. t ' - de1ons~~it1:~ s: ~S!~C :v ---

Net worki ng capi tal !:"\ 11l:u1n :•nanu Shillings 

•u~ !'?Sb !9S7 :1100 l:Y99 •QQI\ 
.. ¥ 

:~vl!raql!: . IQ~ :~tc 

~:.:rrtr.t .ssets anc • A:::unts ~!t:!: Vi~! I! 30 i:.o 4.43 t l. l l ,, •T 32.~S 4' "" ..... .,, ··-lnvtnto~v ·~~ Ut!r:&i S ,.,.~ 2.7 ;1.&: !r.~.26 m.76 14i.5! ~47.5! ·~· 
E~•r;y I) o.o o.o o.o ().0 V ·I 

S~a~PS 0 0.J 0.0 G.O O.!J ,, ... 
il:rk ... ~:i-o;r!ss 30 ·~ !', ••• v 14.41 ::.10 34.5~ -- 1· .;~. / :a.~: 
~!iUS:':!~ ~~==:.i=~~ IC: ~u I QC: 4.Sl 9.c! !~.:: 1; ~r ........ .... .,, 

:as!'. ir ~ar.:! ) -4.n -c.9: -5.47 -!.~2 ~. e~ 
':":tii ::.:rrent use~~ i)S.~9 !3i;,4: !92.Sb :3t.97 Z4~.~6 
:~~~,n~ :1i!::!:t:e: &:ie 

Hc::~~ts ~ava::ie 3C· ,., .... ..... !4.41 27.20 34.~~ 3!!.17 :s.:: 
---------- -------- --------- -------- ----------

~e: 1ori::n; :i!~I ta: S:.29 !!Z.2e t:a.tl4 m.so :1:.oe 
!:i:~S!S! ... •:rk:n; :a;:tai ~-e~ sa T• •• 11 45. 77 35. 76 !7.:~ 

'le: ·=~i;;~; :a;;:~a:. ~ :::.~ ::.4v :~.t:. 72.~4 3c.:: ~:. ~! 
'i!~ ·=~~:~~ :a;~ til. fc~!t;~ z:.49 SE.:; 3" "r· ... v .. !C·7 .:: l!E.=~ 

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

-------------------------------------------------------- C:!~7AF. !. l - auonst·a~:o:: ·~ ~~::~ :•; ---

Net working capital·· 1:t~ior. ia~un;a Sh;ll:nqs 

:m-2000 

::vtraqt: ......... 1c: 

:;;~!"'!r.t assets ar.c 
~i:::unts rtce;vae!e !O ~~. 0 4!.:2 ··~.s: -c.e: 
:~v!r.t;:~v ·~= utrr~1: s •1~ -. 147.~! o.o 0.0 ... "·: 
::~tr;y ·j o.o 0.0 ~.() 

S~arrs •i o.o o.o o.o 
llork 1 r. oro;~!!S ;) !~.j lS.11 1.61 l.b! 
Fi~1sht~ ::ra~~:ts ~5 24.0 !9.55 -0.4l -0.43 

Cur. 6:1 ~•r:! 0 2.ea -0.4! ·0.4? 
Tctal Cllrrtr.t HHts m.211 -0.09 -0.09 
~oirrtnt lu~illtu! a:i~ 

~c:~unts ~ayabll! !C !2.0 ~B.!7 l.61 1.61 

-------------· ------------- ------------
Nit •:!'I: n; ca~:~a! m.oe ·l.70 ·l. iO 
!~:rust in .:rr: r.; :mt•; o.o ·2::!.70 o.o 

~ft •:rr:~; :a~1 tal, !:cal 92.!! ·!.70 ·!.70 
Mtt •Orr:~; ci~t tal, +orl!: an 11e.c;1 1),0 o.o 

-------------------------------·----------------------------------------------------------------------------------------
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------------------------------------------------------------------- --- C:lftFAR l. l - :ucnstritlan at ~lH~C IV ---

Sourc:e of financ:e, c:onstructior. ::: 1:Hicn T•n:anti Sh:n::?gs 

E~llltY, ord1 nan 
E~a1~v, pr!f!renc~. 

si.:st~l!5, qrant5 

LOi!'I A, fcre:;~ 

loan e, for21q~ 

lJan -· ~Cr!:;~ 

~ca.i ~. t::al 
Lein c local ., 
~:an r t ~··I -· .... -~· 

T:tli lean •• 

Cur~!nt l:aoiiiti!s 
?a~~ ~veraraft 

7:tal ru:?CS • • 

~.c 

O.J 

0.0 
0.0 
0.0 

!S.00 
i),0 

.. C.:; 

!S.Ov 

1).Q 

0.0 
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,, 

! 
----~----------~---------------------------------------------------- :n~~~ l.~ - le•c~strit~:n at jN:~o :v ---

Source of finance, production :n ii~ t t :lft Tat:ania Sh:ll1nqs 

Yur . :q:6 t'TSi t9ee t~sq ~~'lo tm 

:~:ii ((I :r:hnan ·). 0 J.J 0 ' o.~ il.O 0.0 .. 
:~~;tv. ;ir!fer!n:e. 0.0 o.~ o.o o.o o.o o.o • 
;,;~;1:i!S, gra!l:s . o.o 1),0 ?.O (}.0 o.o 0.0 

:..can A. fcrei ;:i . 0.0 l}.0 1).0 0.0 o.o o.o 

L::an 8, fore1~n . J.\) o.o O.t) 0.1) 1).0 o.c 
Loa:? c, f::re1~~ . o.o o.o ~.o o.~ o.o o.o 
L::an ~. !c~al . 33.0C a.c o.o -1:. t)I} -14.00 -4.00 

L::an a, l~:il u.O 1),0 0.0 0.0 o.o 0.0 

:.:ut C, !:cal .. ').0 IJ.O o.o 0.0 o.o J.~ 

---~----- ---------- -------- --·--- ------- --------
. . l:an ::.oo c.o O.Q -1~.0(} -14.00 -4.:)0 
! 0:11 . 
Carrer.t i!a:! l l ::es '.4.41 !2.SO T ~I !.66 o.o ~.o , ....... 
:anr ~ver1raf: :Q.79 Z2.·Ja -!4. 78 -!.S9 -!7.43 -Zl?.J7 

------~--- ---------- --------- -------- - ------
-:octal ~:.;:!:S :g.~g £.;.=s -7.46 -10.93 -St.4: -!3.)7 

---------------------··------------------------------------------

------------------------------------- CQl!FAR 1.1. detonstratior. it UMIOO IV --

Source of finance, production in 11llion Tanzania Shilllr.qs 

·1ur . . . 1~'l2 t911! 1994·9~ t99& 

:~ui~y, :rdinar1 . ~.o ·).0 o.o o.o 
:*~ltv, ~rtfer!nc!. o.o l),J o.o 0.0 

Subsidi1s, ;rar.ts O.l o.o o.o o.o 

L:an ~. for1i9n • 1),1) 1),1) o.o o.o 
Lean 9, fon1qn . a.o 1).0 ().0 ').0 

i.:an C, foreign . ~.o o.o l),Q o.o 
:.oan R, local ·9.00 -a.oo o.o o.o 
L:an a, l:cal o.o 1).0 o.o o.c 
L:an C, l:ical !), :) 0.0 o.o 0.0 • 

--------- ------------ ------ -
Total loan . . ·9.00 -a.oo 1).0 o.o 

Currtnt liibil:ti!S 1).0 1).0 o.o ·!o.So 
Banr avtrjraft ~.o o.o o.o o.o 

-------- -------- ------ -------
Tc:d funds • . ·9.00 ·9.00 o.o ·Zo.,~ 

----------------------------------------·-----------------------------------------------------------------------------
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------------~--------------~------------------~~~~----------~~~-~- ~~ftF~ ~.l - de1or.strat:::n at ~~r~a IV ---

C a s h f l o w t ~ b l e s , c: on s t ,.. u c: t i o n i:-1 ll Ir i en hr.z ar. ti S!u l: : n;s 

'fear ..... . 

• Fi~ar.c1a! ~!sour:es 
:ales, ~et cf tax 

i:tai cish ~utfl:• . 

Total assets . • 
~per ati ~q ::ist s 
C:st of finance 
~epav1er.t •• 

. ~::r:iante tl: 
~i vi dends ~ai :1 

Sur:~~s ( ~efi::t l 
CJ~ulat!d :as~ :a!a~ce 

!nf!ow, lccal •.•• 
Jutf!:lf, !oc1l •••. 
s~rplus ! deficit ) • 
:~f!:w, fara1;n •. 
Jatflcw, fcrei;~ •.. 
Sur?l~s ( 3eii:1~ ) 

:~es 

iO. JO 

i0.00 
0.0 

c9. :e 

b&.b3 
:.o 
0. 7~ 

,, .•. ... 
1.V 

O.b2 

70.JO 
:0.!5 

1. c 
~9.Z3 

-b8.b3 
-~s. ~3 

---------------------------------------------------------------------------------------------------------------~------
ftoro9aro Shoe Co.,L+40,S•les-1s,rs ~•val ~- Z984-t0-~2 

r 
I 
! 

j 



- 118 -

-------------------~-----------------------------------------~---· CO"F~F. l.l - ~t1cnstrit1ar. it ~~IOC lv --

C•sh.flow tables, production 1n 11ilian i111ana Sh1lhn9s 

~:ninCtil r!sc~r:!s 

Siles, ntt :f tix 

iota: nsr:s 
Oper1t;:i; ::sts 
C:ist :f f: n1r.:r 
Re~1y11r.t 

::r~o!" ilte tax 
~iv:a1::e~ p•1c 

~r~lus t Qr!i:::t ~ 

C11&11!ittc :Hh :il 1r.ce 

!::f!Oll, !c:al 
~~:fto•. ~j~a~ 

;~r;lus aef:c1: 
!nflo1, fcru;r. 
Ot:tHa•, fcre: ;r. 
Sur~ius I :rf:~:t 

~et ::1shfl1111 
Cu1al1t1~ nit c1s~f!o1 

!987 !988 !989 mo 

:iS.60 m.35 m.41 c.::7.94 
------- ------- ------ -------- ------ -------

98.:8 
77.44 

lC4. 62 

44.eB 
407.47 m.10 

3112.81 

0.0 
6:?7.84 

-------- ------ -------- ---------- ------- ---------
: !7.4t 
~!. !' 
3. !5 
0.0 

-9. !~ 
O.!l 

!C.118 
!!.oC 

~ ... ~, .. ,.,,. ..... 
-:!.OS 
E:.'17 
5:-, ="' ..... 

-a4.uii 
-1s:.1i8 

!OU4 
!33.~1 

4.BO 
0.0 

-z.sc 
0.0 

!5.10 
2b.70 

z;.~3 

m.ac; 
-H~.So 

m.02 
~2.36 

160.66 

-24. qe 
-177.67 

b8. t: 
:53.60 

4.ao 
14.78 
2:.5: 
o.o 

e.eo 
:S.30 

4.1• 
2SC.4i 

-m.:3 
3117.27 
112.34 
254. 113 

20.86 
-!Sb.BO 

56.SCI 
m.u 

4.ao 
14.S'I 
2~.:2 

0.0 

6.SO 
41.eo 

Z.07 

-2117 .48 
500.9'1 
197.01 
3c::;.11e 

22.:3 
-m.;1 

2u: 
m.~& 

3.50 

~c.:1 

c.o 

2.00 
4!.80 

., I\ .. , 
3cl.Si 

-3:1. S7 
027.84 
2ii4.:a 
3::::.57 

so.n 
-77.64 

o.o 
m.ae 

:.!O 
::.07 

4r. "' "'. ~ ... 

0 r, .. -- -J~/ .;,1 

... :37.!q 
&:7.64 
2Sli.30 
rn.~4 

75.~2 

-Z.32 

---------------------------------------------------------------
ftorc;cro Shoe·co.,L+40,Siles-1~,;s ~1v1l ~ 1984-l~-02 

----------------------- ---------- CllftFAii !.1 - aeaanstratian 1t :JNIDO I~ ---

C•shf low tables, production in uliian fiftuna Sl::lli!'19s 

Yur 

~ct1l :a!h inflow 

Financal rtso01rces 
Si:1s, ~et af ~·= 

Total lSHts 

~pentir • c:sts 
Cast :f t 1 ~ir.:e 

Rt~ayH~• , 
• C;:';:; 1tt t11 

Gm d1nds pud 

Surplus ! d1f1c1t i 
Cuauiated c&s~ b1!1nc1 

Inf!oa, lac.I 
Outfla1, 10:11 
Sur~lu1 I Hhcit ·, 
Infla•, for11qn 
Outfia1, fart1q~ 
Surplu! t 11f1c1t l 

Nit :ur.i:ow 
=~••la:!~ u: :as•flo• 

!1194 1996 

m.a4 627.84 m.a4 m.94 o.o r . . , ... 
------ ------- -------- ---------- --------- -----------

o.o 
m.B4 

51111.31 

o.o 
m.s4 

m.63 

o.o 
b::7.S4 

56C.::5 

o.o 
627.84 

560.~0 

o.o 
0.0 

-219.24 

~- c 
0 r. 

-S.4~ 

--------- --------- -------- -------- -------- -----------
o.o 

m.08 
l. 70 
uo 

&Ml 
o.o 

bl.53 
m.ce 

o.o 
m.:2 

·m.l2 
027.84 m.,, 
m.s~ 

o.o 
m.1ie 

o.ao 
a.oo 

63.16 
o.o 

01.20 
201..68 

o.o 
m.~2 

-312.32 
627.84 
254.!1 
m.52 

:ro.oo 
m.~! 

o.o 
m.b& 

o.o 
0.11 

05.57 
o.o 

67.59 
274.27 

~.o 

304.?2 
-311·•. 32 
021.84 
m.93 
37' .91 

b7.5~ 

207. 50 

o.o 
m.11& 

0.0 
o.o 

bo.23 
o.o 

60.93 
m.21 

0.0 
304.l~ 

-304.32 
m.s4 
250.se 
m.25 

aU3 
274.41 

-24'1. l!'i 
·IC.:?O 

0.0 
36.56 
4.~ 

o.o 

218.24 
559.44 

o.o 
·104. O! 

104.01 
o.o 

-114.23 
m.n 

~54.a~ 

~2~.24 

0. c 
-lo.20 

o.o 
~.o 

4. 7~ 
0.0 

5.45 
m.~o 

0.0 
·!0.20 

10.:z 
c,c 
4.7~ 

-4.7! 

. " .. "-

--··-------·------------·-------·----------------·-----------------------------------------------··---------------------

• 

' 

• 
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------~----------------~----------~---------------------------------~---- ~~~Fi\R l.l - :eaonst~at~Jn it ~NIDO :v ---

Cashflow Discounting :n 11ilicn 7'an:anu ;l!iiii::;s 

ai ~ebri en ::;1.u ~~: 
~r: ~r!sent v1la! 
r~ternal R~te cf Return 

2::~.~ at 
( IRRE : 

~C. JO l 
~S.29 I 

O) fnterial ~at! cf R!t:•rn •i thout Oi!tside ft::ancirr~: 
~et present value 16~.15 ~t 10.00 l 
£nternai Rate er Return ( !RR ~ 21 !~ : 

cl ~ut;;r! 'lab•• of cash outflc• during ~re-pr:iductian: 
!atal cash cutflG• 69.38 
F~t~re val~• b9.3B at 10.00 : 

----------------------------~~-----------------------------------------------------------------~----------------------
~oro~oro Shae :a.,L+40,Saies-!~.:s deval --- ~;84-10-0:: 



- 120 -

---------------------------------------------------------- CG!'!Fiii! !. t - dHonstrit:a.., •t J'4100 I'J ---

Net income statement in 1.!llon Tan:•na ShllH:igs 

T:tal sales, inc!. sales tix 
:..ess: v•r~ihle c:ost:, i:icl. saies tax. 

~ar~ible iar;i:i • 
~s : cf t:ta! Siles 

Jper1t:anil 1argln 
~s t of ~:tal sa!es 

~:st cf f:nana 

:ross profit 
~I:ounc!s 

~ 11 ~ale ~r:f ~: 

Tn 

~ividen:is ?ild 
Und1stribat!d ~refit 

.. ' 

Accutulited and1str:buted ~rofit 

eross ~rofit, : :f t:tal ;al~s 
~et ~r:fit, t :f ~otil Siles 
RCE, 1tet pref! t, ~ of e~uit·r 

ROI, Net prafit~t:i~erest, t :f tnvtst. 

11166 

i7.42 
loZ.46 

-85.04 
-!09.aS 

-to4. 7S 

!9.70 
25.45 

!.15 

!6.~~ 
ll.~O 
.t ~r: ··"-

-9. !2 

o.o 
14.08 
14.08 

~· '!Q -· . .., .. 
19.!8 
=~.59 
9.22 

:o7.47 
~24.~Z 

-tti.45 
-So.~1 

-101. :;s 

44.50 
2!.45 

4.eo 

~9.70 

!!. !O 
~~.C,! 

-:.ao 

2i.40 

o.o 
27.40 
41.48 

t 9.1"1 
13.2! 
49.32 
U.1~ 

364.10 
417.76 

-14.74 

i3.64 
20.22 

4.ao 

.JS.94 
d.60 

~C·.:4 

38.72 

0.0 
!a.;2 
30.19 

!S.'H 

70.40 
12.19 

t989 

499,41) 
404. ~e 

3~.23 

7.~ 

-47.71 

a2. '?4 
lb.bl 

4.SO 

78.14 
3.!0 

Z9.!2 

O.tl 
42.32 

122.51 

IS.65 
9.U 

76. ~. 
11.39 

1127.94 
464. i.B 

S!.i4 

3.SO 

~Co. •2 
:.~o 

104. 41 
S0.2! 

54.2! 

O.J 
54.21 

116. n 

~6.1~ 

9.~ 

99.~h 

1~.!2 

• 



' 
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--------------------------------------------------------------------- :a!'IF~R l. l - de1cnstrati::i .tt JPtl~J ::; ---

Net income statement :n 11l!ton ianan:J Si:t!li~qs 

fur 

Total sales, :~c!. saies tax 
~e~s: var:~~le c~sts, :~cl. saies t3x. 

varuble uq:ri 
As ? cf tJtil ~ales 

lion-variable ::::sts, inc! .depr!!catiar. 

aor at; :ir.al ur;in 
As I cf t:tai sales 

Sr:ss pr:ftt • 
~1l011ar.:!s . 
'.'J:ao!e ~r:ht 
~iX • 

Met profit 

Oi vi :en as ;aid 
Un~istr1~uted ~r:fit . 
Ac:~1uiitea 1n~1stri~uted ~rofit 

:ross ~rcftt, ~ of ~otai sales 
Net pr:ifi!, : :f tctal :al!s 
~CE, Ntt ~r:Jft:, ! :f ~ui t·, ..... . 
RC!, ~et 'rofit•lnt!r!st, I of invest. 

027.84 
404.18 

lo!.ob 
2b.07 

45.Se 

6Z7.34 
464.19 

1127.94 
4114.18 

!>27.94 
4b4. l8 

027.34 
464. !S 

··---------- ------------- -------------- --------------
lb3.bb 
Zb.07 

4~.10 

16!.oo 

36.SS 

163. 66 
2!d7 

32.52 

163. 60 
26.~7 

31.Zl ------------ ---------- ------------ ---------- -------------
117 I i8 

18.711 

:.10 

123.!6 
19.&S 

!.70 

!27.11 
20.25 

o.eo 

!31.14 
2C.89 

0.0 

!3Z.4~ 
.,., 1,'\ -·· ., .. 
!). ~ 

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

?.J 

s1.a4 

:21.26 

12!.ab 
.:iv. 73 

m.31 
0.0 

12b.:l 
aZ.111 

::1.~4 

J.O J.V 
~ "!'"" tC 
•• 4'. ..... 

60.:: --------- --------- ------..--- ------- --------
57.34 

o.o 
57.54 

::4.56 

18.43 
9.Zl 

10!.17 
13.&3 

?.~ 

:o.~3 

295.49 

19.41 
T.70 

!10.78 
14.Z4 

03.16 

o.o 
63.!6 

!58.l:S 

20.12 
10.06 

114. ~3 
14.54 

o.o 
65.57 

424.:2 

20.3? 
10.44 

119.22 
14.91 

66.~3 

0.:) 
116.23 

490. 4S 

'.0.SS 
120.4! 
l!.06 

---------------------------------------------------------------·------------------------------------------------------
~oroqcro Shot C~.,L+40,S•les-lS,TS ~1v1l -- 19e4-10-02 
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----------------~-------------------~--------------------------------- CO~FAR 1.1 - de1onstrat1cn at UNI~O !V ---

ProJec:ted balanc:e sheets, c:onstruc:tion in 1illlon ranuna 5h1llings 

'fear .... 

Tcta.'. usets 

Fixed 1ssets, net cf :epre~11ticr. 

::lnstr~ction :1 ~regress •.•. 
C~rrer.t iSSe:s . • . . . , , , , 
:ash, ba~k ..... . 
Casn s~rpl~s, f:nance available 

~ct1l !:a~:!:tte~ 

E:~ity :a~ital • 
~eser·res, ~etii:ied p~of: t 
? .. ,fit,(lcssi ..... . 
_c:ig Jn= 1ed1 i.:.~ ~!!rt :e!:t 
:~rr!~t t~abt!!::!s ... 

· .. 

3an;. a\er~raft, f:~ance ~!Q~1red. 

:~tai !ebt ••.•••• 

:~1nty, : :f !;abilities 

70.JO 

o.a 
09.38 
0.0 
~.o 

0.112 

70.01) 

~~.00 

0 ,\ .. 
!S.:)0 
n " ,,~ 

ra.s; 
--·--------------------------------------------------------------------------------

lloroqar:l Shae Ca.,L+40,Sal!s-1s,rs ~eval - 19!!4-tO-·n 

• 

.. 
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--------------------------- ------------------------------------ :Ol!FAA 1.1 - :1Honstr1tion at Jlti~O ::; ---

Projected balance sheet, production in a::lion '!'in:anu Shiltir:qs 

''ur ..•. t9E9 

ictai as~ets 162.20 ~S4.S4 2ss.ao ~17.16 319.16 --------- -------- ------- -------- ----------F!:ed iSSl!tS, net :if 1eprecuttcn ~4.SS 94.31 78.21 &7.73 51.~7 
C:ir.struchon in pr egress . . . . 49.12 30.76 lS.v3 l!.48 S.74 
:;.:r~!!lt assets '.'2.31 l4o.3s 198.02 233.:c 2%.46 
:ash, ~.i!!lc . . -4.02 -6.9:! -5.47 -1.52 2.90 
:.a::i S!.!r: l US, fi~.i~C~ available 0.0 'J.O !},0 o.o o.~ 

Total :atnti t•es " l82.26 254.54 2es.ao ~17.18 3!9.9& . . . - ---------- --------- ---------- ---------- ------------
£~:.a t·f ::api til ~S.uO c:c l\r, ss.oo ~5.~0 ~:.·iO . ....... .1 ... 

R!!l!rves, retune~ ~r:if!t . o.o 14.08 41.46 :o. :~ ~ ,,.., i; t ..•. ..; . 
::.~:i!t, :t:ssl . . !4.~S :7.40 za. n 42.:: ~4.2: 
1,.,.. ... 

an~ l!Ciu! ~2r: del:t . •a.Jo •a.~c •a.Jo ~.J~ :!.~O . ..,, .. ~ 
=~!"'·!~~ l:a:~!1~:!! . . t4. 4! "'!~ ~I\ 74.~2 !S. :7 :e. ~: •' ••" 
?3i:l O'l!~dr if~, f~=:a:::! ret:::~~~d. ~o. 73 .._., :r· : .... c ~S.}8 :a.SO :;,:}7 
r~:•i :!e~t . . . '.13.~9 :!S.G7 l~O.~O t3T.ai :0.z4 

E~1li ty I • cf !i1!:i!it!n 30.19 21.bl !9.24 !!.34 17.19 .. 
-----------------------------------------------------------------------

~croqcr: Shae Co. ,L·40,Siles-tS, TS :eval -- !994-!h)2 

--------------------------------------------·-------- CCl!Fi\R 1. ~ - ~e:1onstrat::in at U.lf!OC !V ---

Projected balanc:e sheet, production in aillicn Tin:ania 5hil!inqs 

''!ir • . 1991 1992 199l 1994 m5 

iotal .ssets . 344.74 :96.bi 4Sl.S2 517.!9 s~ • .:2 
--------- ------- ------- ------- ---

Fistd assets, r.1t ;f 1epreciaticn ss.n 45.73 39.oS '!7.b6 !0.96 
Construct:;n ir. ~r;qress ... . 0.0 o.o o.o 0.0 o.o 
C~r~l!flt aS!l!tS , . . . . . 246.46 246.46 Z4o. 46 240. 46 246.46 
Cun, ;anic • .. . . . . . z.ao 2.SO 2.ao z.so 2.ao 
Cash sur~lus, fir.anc~ ivail•b;2 • 40.15 101.0:S ~&~.a9 230.47 297. 41 

ratal :i•biiitits •• 344. 74 396.67 m.s2 517.3, 583.62 
----------·- -------- --------·-- ------- ----·-----ECjulty :apttll .. 5'.00 ss.oo 55.00 55.00 ss.oo 

~Htr·115, :-eta1 ntd prcfi t • 176. 72 234.~6 295.4, 3SB.6~ 424.22 
Pr:fit,llassl . ' .. e I e I 57.94 ~0.~3 63.L6 65.S7 66.23 
l:n9 ind 1td1u1 ~tra ~tbt • 17.00 a.oo o.o o.o o.o 
C"rrent li•bil1t11s • .. . 38.17 J8.l7 39.17 38.17 38.17 
Bank overdraft, tin•nct rtquirtd. o.o (1.0 o.o o.o o.o 
Total dtbt . I t e I e I I 5S.17 46.17 !8.17 38.17 38. l7 

Equity, t of liibilitits 15.9' 13.87 12.17 10.0l ~.42 

--------------·------·--------------------------·----------------....... ----------·-------------------------.-..·-------~·-



Annez V 

DITAIL!D SCH!DULI OP DIPL!llENTATION 
OP THI R!HABILITATION PROCRAMMI AT 

Tl.AI AJID MSC 

PREREQUISITES 
ros NAME DURATION COMPLETE 1 2 3 

l Tl Negotiate w/ Foreign Ptrs 6 No ... T2 Physical Inven TLAI Co's. 3 No -.,.. Gl Evaluate Recommendatio~s 4 No ...> 

4 Ml Equipment Conservation: 8 No 
5 Dummy !) No 
6 r: Correction of Bal Sheets :! No ., ... 
7 s: Decide Rehabibtation .., No 1 3 6 
8 G3 Create Trading Company l:! No 1 ... 6 . .;, 
q G4 Import Provisions 4 No 7 

LO r4 Plan for Rehabilitation l No 7 
11 GS Request Funds for Rehab 4 No 7 
'.., G6 Intro E:,port Incentives 4 No 7 ..... 
13 TS Foreign Trade Admn 4 No 9 
14- Dummy 0 No 
15 T6 Provide Working Capital 2 No 11 
16 Fl Contract· Foreign Partner 8 No 11 
17 F: Foot Measure Program :!O No 10 11 
18 Dummy 0 No 
lq M2 Collect Domestic Orders ... No 9 .... 
20 M3 Invest New Equipment 12 No lb 
:!1 i:-= Instructor Tr ai ni·ng 6 No 16 .., ... F4 R~organ1:e Management .., No 4 9 15 ... ..,_ 

M4 Sell Surplus Equipment 9 No 4 9 15 --> 
24 T7 Market Research Abroad 4 No 12 13 
:?5 FS Style Selection 1 No 1q 
26 ~ Purchase Materials 2 No 17 25 
27 F6 Request Tools 4 No 17 25 
:a Dummy I) No 
:9 Dummy I) No 
30 M6 Operator Training 16 No 21 
31 F7 Select Training/Management 1 No 22 
32 M7 Start Produ~tion 1 No 20 23 24 

.. 

4 5 6 7 8 9 

16 
16 

• 26 27 30 31 
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EARLY EARLY LATE LA-:"E JOB NAME DURATION COMPLETE START FINISH START FINIS!-' 1 Tl Negotiate w/ Foreign Ptrs 6 Ne 0 6 0 6 2 T2 Physical Inven TLAI Co's. "I" Ne 0 .,. 
1 4 ·-· .j 

·~· 61 Evaluate Recommendations 4 Ne 0 4 2 6 4 Ml Equipment Conservation 8 Ne 0 8 26 34 5 Dummy I) Ne 0 0 0 0 6 T3 Correction of Sal Sheets ., 
Ne .,. 

5 4 6 "" ·.J i 6"' Decide Rehabilitation 2 Ne 6 8 6 8 
... 

8 63 Create Trading Company 12 Ne 6 18 22 34 9 64 Import Provisions 4 Ne 8 12 30 34 10 T4 Plan for Rehabilitation 1 Ne 8 9 17 18 11 G5 Request Funds for Reha~. 4 Ne 8 12 8 12 12 66 Intro E:·:port Incentives 4 Ne 8 12 34 38 13 rs Foreign Trade Admn 4 Ne 12 16 34 38 14 Dummy 0 Ne 0 0 0 0 15 T6 Provide Working Capital 2 No 12 14 -., 34 . .) .... 16 Fl Contract Foreign Partner 9 No 12 20 12 ::0 17 -... Foot Measure Program 20 Ne 12 -.., 18 .3~ 

,.. ... 
_)._ 19 Dummy 0 No 0 1) 0 0 19 M2 Collect Domestic Orders ., 

No 18 20 35 37 ... 
20 M3 Invest New Equipment 12 Ne 20 -., 30 42 . .) ... 21 F- Instructor Training 6 No 20 26 20 26 

.;, 

22 F4 Reorgani:e Management .., 
No 20 22 39 41 ... 

.,~ M4 Sell Surplus Equipment 8 No 20 28 34 42 
_..., 
24 T7 Market Research Abroad 4 No 16 20 38 42 25 F~ Style Selection 1 No 20 21 37 38 26 M~ Purchase Materials ., 

No ~_., 34 40 42 ... ..., ... 27 F6 Request Tools 4 No "I".., 36 38 42 ·J• :s Dummy 0 Ne 0 0 0 0 :?9 Dummy 0 No 0 I) 0 0 30 M6 Operator Training 16 No 26 42 26 42 31 F7 Select Training/Management 1 No 22 23 41 42 .... M7 Start Production 1 No 42 43 42 43 
-j4 
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EARLY EARLY LATE LATE SLACK 
JOB NAME START FINISH START FINISH TIME 

1 Tl Negotiate w/ Foreign Ptrs 0 6 0 6 0 
2 T2 Physical Inven TLAI Co's. 0 3 1 4 1 
. .;, Gl Evaluate Recommendations (_) 4 ., 

6 2 '" 4 Ml Equipment Conservation 0 8 26 34 2~ • .,. Dummy 0 0 0 0 0 '"' 6 T3 Correction of Bal Sheets 3 s 4 6 1 
i G2 Decide Rehabilitation 6 8 6 8 0 ' a G3 Create Trading Company 6 18 .,.., 34 16 ........ 
9 84 Import Provisions 8 12 30 34 22 

10 T4 Plan for Rehabilitation 8 9 17 18 9 
11 GS Request Funds J.or Rehab 8 12 8 12 I) 

12 Go Intro E;:port Ii:icenti ves 8 12 34 38 26 
13 TS Foreign Trade Admn 12 16 34 38 .,., ..__ 
14 Dummy 0 0 c 0 0 
15 Tb Provide Working Capital 12 14 32 34 :o 
16 Fl Contract Foreign Partner 12 20 12 20 0 
17 F: Foot Measure Program 12 32 18 38 6 
18 Oum my 0 I) 0 0 0 
19 M2 Collect Domestic Orders 18 20 35 37 17 
20 1'13 Invest New Equipment 20 32 30 42 10 
21 F3 Instructor Training 20 26 20 26 0 .,., ....... F4 Reorganize Management 20 22 39 41 19 
,.,-!!"' M4 Sell Surplus Equipment 20 28 34 42 14 ..... 
24 T7 Market Research Abroad 16 20 38 42 22 
25 FS Style Selection 20 21 37 38 17 
26 MS Purchase Materials 32 34 40 42 8 
27 F6 Request Tools .,..., .,, .. 36 38 42 6 
:a Dummy 0 0 0 0 0 
29 Dummy 1) 0 0 0 0 
30 M6 Operator Training 26 42 2b 42 0 
31 F7 Select Training/Management .,., ....... .,-.... .,;, 41 42 19 -., 
·.J• M7 Start Production 42 4-~ 42 43 0 

• 
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EARLY EARLY LATE LATE SLACK JOB DURATION COMPLETE START FINISH START FINISH Til'IE 1 6 No 0 6 I) 6 0 ., 
.;;, No 0 "l" 1 4 1 

... .., 
3 4 No 0 4 ., 

6 2 ~ 4 8 No 0 8 26 34 26 5 0 No 0 0 0 0 Q 6 ., No - s 4 6 1 
... ,.;, 

7 ., 
No 6 9 6 8 0 

... 
8 12 No 6 18 .,., 

34 16 ~ 9 4 No 8 12 30 34 22 10 1 No 8 9 17 18 9 11 4 No 8 12 8 12 0 12 4 No 8 12 34 3S 26 1.3 4 No 12 16 34 38 22 14 0 No 0 0 0 0 0 lS ., No 12 14 .,..., 
34 20 

... 
·.J..a 16 8 No 12 20 12 20 0 17 20 No 12 "!'., 
18 38 6 .., ... 

18 0 No 0 0 0 0 0 19 .., 
Ne 18 20 3~ 37 17 

... 
20 12 No 20 3:? 30 42 10 21 6 No 20 26 20 26 I) ..,., 

2 Ne 20 22 39 41 19 ~-.,..,. 
8 No 20 28 34 42 14 

•·.J 

24 4 No 16 20 38 42 .,., -· 25 1 No 20 21 37 38 17 26 2 No 32 34 40 42 8 '27. 4 No "l"., 36 38 42 6 
.., .. 

28 0 No 0 0 0 0 0 29 0 No 0 0 1) I) 0 30 16 No 26 42 26 42 0 31 1 No 22 23 41 42 19 32 1 No 42 43 42 43 0 
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