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T he National Association of Cost Accountants does not sta nd sponsor for views expressed
by the writers of a rticles issued as Publica tions.
T he object of the Official Publications of the
Association is to place before the members
ideas which it is hoped may prove interesting
and suggestive. T he articles will cover a wide
range of subjects and present many different
viewpoints. It is not intended that they shall
reflect the particular ideas of any individual
or grou p. Constructive comments on any of
the Publica tions will be welcome.
Additional copies of this Publication may he
obtained from the office of the secretary. The
price to members is twenty -five cents per coov
and to non - members seventy -five cents per copy

EDI T OR IAL DE PAR T ME NT NOT E
There are a good many manufactured products which
ha ve a common sou rce of ra w materia l, the raw material
being a u nit or lu mp pro du ct whi ch mu st be split u p into
different grades having markedly different values. Thu s
in the petroleum industry, the barrel of crude oil is
broken down by distilla tion into many different products of
commerce, the more common of which a re ga soline, k erosene, benzine, lubricating oils, naphtha , pa raffin, etc. Since
the barrel of crude is purchased as a unit, it is a nice
problem in costs to derive the costs of the raw material
entering into the several products. Similar situations
obtain in the lumber, pa cking a nd some mining indu stries.
T he present paper treats of costs in the tanning and
leather produ cts industries, where something of the same
problem is met.
The a u thor, Mr. F . E. Ba rth, secured his ea rly edu ca tion in New York City, and later took a course in accounting, commercial law, and administration, at the
Pa ce & Pa ce Institu te. H e then joined the L. L. Ha rr
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as of administrative and sales investigations, in various
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Graton & Knight Company. W h e n t h e L . L. H a r r Corporation was dissolved in 1919 he became Au ditor of
what was then the Graton & Knight Ma nu fa cturing
Company. In June, 1923, he became General Sales Ma nager, whiclu position he held until the reorganization of
the compa ny under the name of Graton & Knight Company in April. 1926. At that time he was made Vice president of the company, the position which he now
holds.
This paper was presented before a meeting of the
Worcester Chapter of the National Association of Cost
Accounta nts.
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TANNING AND LEATHER PRODUCTS COSTS
I go into the technical description of a tannery cost
B EFORE
system, I think it will be well for me to give a general
idea of the tannery business. There are, of course, many kinds of
tanneries, such as upper leather tanneries, tanneries covering the
more delicate leathers, such as glove leather, sole leather tanneries,
and tanneries for such products as belting leather, harness leather,
and other leather products. Here, I will give a description of the
cost system of a tannery tanning mainly belt leather, sole leather,
and similarly tanned leather. I wish to point out that tanneries
differ a good deal in methods and detailed operations, and that
therefore this description will by no means fit all tanneries.
The first thing to be considered is the kind of hides that are to
be tanned. For tanning the leather just mentioned, practically only
cow and steer, or cattle, hides are used. However, there are very
many different kinds of cattle hides. The first classification is according to the country they come from, such as, besides native
hides, South American, Italian, Dutch, Swiss, Javan, etc., each of
which has different characteristics, and the tanned leather of which
will be different in some respects. Hides are then further considered as to their "take off," that is, as they are generally termed,
"packer" hides or "country" hides. It makes very much difference
in the tanned leather whether a hide was taken off by a farmer, or
country butcher, who knows very little about skinning the animal,
or by the large packers, who employ specially experienced men for
skinning the animals. As a matter of fact, the packers consider
the skinning important enough to divide into a number of operations, paying the different skinners different rates of pay, according to what part of the hide each one takes off.
In this country, packer hides are usually classified as follows:
Spready Native Steers, Heavy Native Steers, Light Native Steers,
Extra Light Native Steers, Heavy Native Cows, Light Native
Cows, Heavy Texas Steers, Light Texas Steers, Extra Light
Texas Steers, Butt Branded Steers, Colorado Steers, Branded
Cows, Native Bulls, and Branded Bulls. Country hides are usually classified as follows: Extremes, Buffs, Heavy Cows, Mixed
Cows and Steers, Heavy Steers, and Heavy Bulls. Of course, the
1181

June 15, 1928

N. A. C. A. Bulletin

classification as I am giving them here are only general and for the
purpose of correcting the generally mistaken idea that "a hide is a
hide."
It also makes a difference as to when the cattle are killed. Cattle
killed during cold weather have longer hair and are troubled with
grub holes, and the skins in general do not seem to be in the same
healthy condition as those of cattle killed during the late summer
months and fall. For that reason, a concern manufacturing products from the best grades of leather will endeavor to buy all of
its hides during the latter part of the year.
I might also point out that since the hide is a natural product, no
two hides are the same, and the tanned leather of each hide will be
somewhat different from that of the others. This makes it difficult for the tanner to gauge the amount and kind of raw materials
—that is, the kind of hides he should buy in order to meet specific
demands. Hides cannot be bought, as a rule, to produce a specific
kind of leather —that is, leather of a certain thickness, grade, or
even size. I mean, for example, that you may put into the tannery
many hides, each one weighing forty pounds, and each one considered an A -No. i packer take off, and yet they may vary considerably in thickness and also in the quality —that is, the texture of the
leather —and also the size of the tanned hide.
Hides are usually bought through hide brokers, f.o.b. the selling
point. Therefore the tannery pays the freight on the hides. The
broker receives a small commission for the purchase.
Upon receipt of the hides in the tannery, they are usually salted
and stored away. To prepare the hide for the tanning, it is put
through a number of operations, usually called "beam house operations." In the beam house, the hide is thoroughly cleaned, the
hair taken off, and also the fleshings —some of which remain even
after the careful skinning of the experienced packer man.
When the hide leaves the beam house, it is referred to as being
"in the white," and is sent from the beam house to that part of the
tannery which is called the "handlers." This part of the tannery is
called the "handlers" because here each hide is nailed to a large
stick, by which it is hung into the vats —which contain, first, a very
weak tanning liquid; and each day the hides are taken out, or
"handled," and put into another vat, with stronger liquor. The
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hides are continually shifted, being put into stronger liquors each
day for about thirty days, at the end of which time they are taken
out and placed into that part of the tannery called the "layaways."
In the layaways the hides are laid out flat, one upon another,
with ground bark placed between them, and immersed in a strong
tanning liquor. The hides remain in the layaways for varying
lengths of time, according to the thickness and texture of the hides
—some of them remaining in the layaways six months. During the
time the hides are in the layaways, however, they are taken out
about once a month, to change the position of the hides, and to
fill the vats with fresh liquor. Sometimes the coarser parts of the
hide, such as the bellies and the shoulders, are cut off from the
hides while in the layaways. The reason for this is that the parts
just mentioned, being more porous, tan so much more quickly, and
may become overtanned if they are not cut off from the hide.
After the hides have been thoroughly tanned, they are taken out
of the layaways and put through a set of operations usually termed
"tannery finishing operations." Here the leather is soaked in warm
water for twenty-four hours, loosening the bark and cleaning the
leather in general. Its surface is then scrubbed by means of a machine brush. After the scrubbing operations, the hide is put
through a bleaching process, which removes any excess tannin and
also leaves a uniform color. It is then sammied —i.e. packed down
—and partially dried; a coat of oil is then put on both sides, and
the hide is put into a dry tube for drying. The leather that comes
out of the dry tube is, of course, tanned leather, and usually referred to as rough leather. It is called rough leather to distinguish
it from finished leather. It is from finished leather that the various leather products are manufactured.
In order to convert the rough leather into finished leather, it is
put through a series of operations in a department usually called
the Curry Department. Different parts of the hide are used for
different purposes, the parts, in order to obtain the proper finish,
going through different operations in the Curry Department.
Therefore, if the whole hide has not been cut into different parts in
the tannery, this is done at this point. The whole hide can, of
course, be divided up into very many ways, but the usual cutting
of a hide is as follows:
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Head, which is mostly used for cutting soles;
Shoulder, used a good deal for welting, which is used in the
manufacture of shoes; also for cutting soles, as well as numerous
medium grades of leather products —bag leather, harness leather,
straps, packings, etc.;
Bellies, from which are made such parts used in the manufacture
of the shoes as insoles, box toes, counters, and cheaper leather
products, such as straps and skate backs.
The remainder is the bend, which furnishes the best leather. The
bend is used for all kinds of leather products in which a fine quality leather is needed, such as leather belting, fine quality soles, best
kind of strappings, and large packings.
A Curry Department that is equipped for currying leather for
different purposes will have as many as 35 or more operations. Of
course, that does not mean that any one kind of leather will go
through all 35 operations, since different kinds of finished leather
will require different operations in the Curry Department in order
to obtain the special finish required. One of the important operations in the curry shop is the stuffing operation —that is, stuffing
the leather with oils and greases for the purpose of obtaining the
desired pliability and strength. Another common operation is
rolling, which is done in order to give the leather a smooth surface,
and to compress the fibres thoroughly. Operations in addition to
these are the splitting, for the purpose of making the leather absolutely even; oiling; coloring, when required; buffing, which is an
operation consisting of taking the grain off, giving the leather a
more velvety surface.
The leather is finally dried by means of an artificial draught.
After the leather is curried, it is put into stock, either to be sold
to manufacturers of leather products, or to be used by the different departments of the company in manufacturing leather products.
This paper will give first a description and explanation of the
cost system as applying to the tannery and curry shops and will
then devote some time to a consideration of leather products costs.
There are very few tanneries that manufacture leather products.
Therefore, the manufacture of leather products is absolutely separate and distinct from tannery and curry work. As a matter of
fact, there are very many tanneries which do not have curry de1184
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partments. These tanneries may sell to manufacturers of leather
products, who also have no curry departments, but send this rough
leather, bought from a tannery, to a company which does only
currying. So I am actually describing cost systems of three distinct manufacturing organizations.
TANNERY COST
The cost system of a tannery, as a rule, is comparatively simple;
but in connection with obtaining costs, a good deal of statistical information should be got to guide the tannery organization. Many
tanneries have a separate set of records for the statistical information, but I believe that wherever it is possible, the cost system
should also accumulate all general manufacturing statistical information.
A tannery, as a rule, does not buy a certain kind of hide from
one packer all of the time —far from this! The tannery, in the first
place, needs many different kinds, and again, it naturally wants to
do as good "shopping" as possible; so that a tannery that tans a
thousand hides a day will make a good many purchases of various
kinds of hides from different places. Therefore, when the buyer
makes a purchase of a lot of hides, he will be interested to know
just how much, and the quality of, leather obtained from that
particular lot.
The first information that the cost department receives is that a
lot of hides has been ordered. The cost department will immediately give this a lot number —or, as it is usually called, a "stamp"
number —in order to designate the purchase. These stamps are
stamped right into the hide, and are quite distinguishable when the
leather is tanned.
The information regarding the purchase is written in the hide
stock ledger. A sheet is opened up for every purchase —that is,
every stamp —and when notice of the purchase is received by the .
cost department, the following information should be entered on
the hide stock ledger sheet:
Kind of hide,
Stamp number,
Date of purchase,
From whom bought,
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Quantity bought,
Purchase Price,
Terms,
Any special information that may pertain to the purchase.
Upon receipt of the hides, a receiving slip should, of course, be
made out, showing such information as:
From whom received,
Car number,
Stamp number,
By whom received,
Date received,
Number of hides received,
Weight.
It is customary to take a certain number of hides from each car,
weigh them as they come from the car, then sweep them very thoroughly and then weigh them again. The tanner expects a certain
percentage of manure and dirt to cling to the hair, but if it is above
a certain percentage, a claim for rebate is made and generally allowed. The inspector will note also at this time the condition of
the hide in general, such as its wetness, whether it has long or short
hair, whether coarse or fine, and whether clean or dirty salt was
used; the amount of manure dirt, and its condition in general. A
copy of this receiving slip is sent to the hide stock ledger clerk, who
will immediately obtain the invoice for this shipment, and then
make the following record in the hide stock ledger under that particular stamp:
Date received,
Number of hides,
Invoice weight,
Receiving weight,
Tare per hide,
Total amount of tare,
Net weight,
Average invoice weight,
Price per pound,
Amount.
I might say right here that, except in the more modern tanneries,
1186

June 15, 1928

N. A. C. A. Bulletin

where it is possible to do so, the invoice weight is used in making
charges from one department to another, instead of a receiving
weight or the weight of the hides when they are taken from the
hide cellar. It can readily be seen that the weight of the hides as
they come from the hide cellar cannot be used, as this would vary
according to the length of time the hides are in the cellar. As a
rule, hides are quite damp when received, and if they are put in a
dry hide cellar, the longer they are there, the drier the hides will
be; and therefore it would be impossible to check out the grand
total weight, as a good deal of the weight would be lost in drying
out.
There would only be two possible ways of using the receiving
weight. One of them would be to weigh each hide individually,
and use some method of tagging the weight on that hide until it is
tanned, either by means of stamping the weight into the hide, or by
means of tagging it in such a way that it can be read when it comes
out of the tannery. This, of course, would be a very expensive
method, and as far as I know, it is not being used, since first, it
would waste a good deal of leather to stamp the weight into the
hide, and second, it would take a good deal of time and expensive
tags to tag the hides and keep the tags intact during all tanning
operations.
The other method, of using receiving weight, can be used in the
more modern tanneries that are laid out properly according to modern production ideas. I am now referring to the possibility of putting through hides in the tannery in lots of certain quantities, say
for instance, lots of fifty. If a tannery is laid out in all its operations to receive fifty hides —and the more modern tanneries are laid
out this way —so that it is easily possible to keep them intact, it
would be a simple operation, when hides are received, to weigh
them in lots of fifty, each lot being given a number, and if that lot
of fifty is thus kept intact right straight through the tannery, the
cost department will then be able to place against the receiving
weight the cost and actual amount of leather obtained from that lot.
However, the older tanneries are not laid out that way. One
operation —for instance, the soaks in the beam house —will be laid
out to receive, say seventy hides per vat; the paddle wheels for removing lime, etc., may be laid out to receive, per paddle wheel,
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thirty hides; the handlers may be laid out to receive forty per vat;
etc.; so that it would be an impossibility to run the tannery at full
capacity, and yet keep lots of a certain number intact. By using
invoice weight —or, as it is usually called, "green" weight —we of
course do not know how good a purchase a stamp number is until
all of the hides have been tanned. Then, by placing opposite the
invoice or green weight the amount of tanned leather obtained
from that purchase, and obtaining the percentage of yield, the hide
buyer can get a fair idea whether that particular kind of hide is
profitable or not.
Tanneries may have two or more special divisions in which they
may tan different kinds of leather; and in that case, the comparison
of the white weight —that is, the weight after the beam house operations —with the green weight, would be used to charge the hides
to the different divisions. For instance, the average weight of a
hide in a purchase of a thousand hides may be 45 pounds. During
any one time, two hundred hides will be put through the beam
house, but one hundred of them go to Division A, and the other
hundred to Division B. Now, it may be possible that the lighter
hides — although the hides may average 45 pounds, they will actually vary as much as from 35 to, say, 55 pounds —are sent to
Division A, and the heavy ones to Division B. By weighing each
of the hundred hides in the white —that is, the weight after the
beam house operations —it is possible to make a fair charge to each
of those divisions on the basis of the white weight, compared to
the average green weight. This method does not work out absolutely accurately, but is about the fairest method, without going
into a good deal of red tape, and it explains why invoice weight is
used when receiving weight cannot be used.
The columns in the hide stock ledger that are used for cost purposes are:
Number of hides,
Invoice weight,
Average weight,
Price,
Amount.
The other information —that is, number of hides received, and
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receiving weight, tare of each, grand total tare, and net weight —
is only statistical information.
The hide cellar expenses, the biggest part of which is labor in
receiving and piling hides, can be treated two ways in the cost system. One of them is to take the total hide cellar expenses for the
month, and pro rate them over the cost of the hides received that
month. Another method is to consider the hide cellar expenses as
overhead expenses to the tannery as a whole, or beam house
expenses.
If all of the hides are purchased and received during only a few
months of the year, it is usually considered best to pro rate the hide
cellar expenses over the hides received, as stated first. Otherwise,
since the expenses would be large in those few months, and very
small in the others, the tannery overhead would fluctuate a good
deal. If, on the other hand, about the same number of hides is
received per month, the hide cellar expenses can be, if desired,
charged to the beam house overhead.
When the hides are taken f rom the hide cellar into the beam
house, a report must be made to the cost department, showing the
number of hides taken out by stamps. Usually the number of hides
going to process is about the same per day —that is, tanneries as a
rule run on a schedule basis —if business is good, at their capacity;
and if business is poorer, at a corresponding decrease. It can
readily be understood that this is the natural thing for a tannery
to do, since tanning is a long time process.
This information is recapitulated each day until the end of the
month, at which time the total number of hides, its corresponding
weight, and the cost of each stamp that was put into process, is
credited to the hide stock ledger and charged to a tannery goods in- process ledger. Some tanneries divide the tannery goods -inprocess ledger into four divisions: the first one showing the hides
that are in the beam house; the next showing the hides that are in
the handlers; the third one showing the hides that are in the layaways; and the fourth one showing the hides that are in the finishing operations. Although some tanneries may have reasons for
dividing the goods in process in this manner, it is usually considered adequate simply to have one goods -in- process ledger for
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the hides that are in the tannery, irrespective of in what division
of the tannery they may be.
For the purpose of obtaining the labor and overhead cost, however, three divisions, or more, are made, even if only one goods -inprocess ledger is carried for the entire division. Since at this
point we have charged the hides into tannery goods in process, and
nothing will be done as far as this goods -in- process ledger is concerned until the hides are finished, I will now explain how the labor
and overhead costs are obtained for each division.
A set of expense accounts is opened up for the three divisions,
that is, beam house, tannery yards —which comprise the divisions
of layaways and handlers —and finishing operations, or more sets,
if a finer division is desired. The set of expenses would be such
as the following:
Beam House Expenses:
Labor, to which is charged all of the labor working in the
beam house,
Foremen's salaries,
Manufacturing materials,
Supplies,
Repairs,
Proportion of general plant expense,
Fixed charges,
Sundries.
The same divisions of expenses can be made up for the handlers
and layaways— together or separately, as may be desired —and for
the finishing operations.
Each day the tannery reports the number of hides that passed
from beam house to tannery yards, and from layaways to finishing
operations. This is recapitulated by the cost department, so that at
the end of the month the cost department will have the information
concerning the number of hides that were in each one of these three
divisions at the beginning of the month, the number of hides that
were received during the month, and the number of hides that were
passed out during the month. Since, as stated above the number of
hides going into the tannery and the number of hides coming out of
the tannery, is usually the same per day, it is right to consider that
the average of any of these divisions is half way through process.
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The following example will explain how the labor and overhead costs of the hides passing through the divisions are obtained:
Pounds
Cost per
Hides
Pound
Amount
On hand . . . . . . . . 100,000
Re c e i ve d . . . . . . . . 60,000
Total . . . . . 160,000
Disbursed . . . . . . . 50,000

.10

.18

$10,000
8,900
18,900
9,000

On hand . . 110,000
.09
$9,900
In the above example, we start out with 100,000 pounds in
process, against which there is a labor and overhead charge of
$10,000. 60,000 pounds have been received during the period,
making a total of 160,000 pounds before disbursement. Th e
disbursements amounted to 50,000 pounds, leaving 110,000 in
process. On the other hand, the expenses for the period were
$8,900, which, added to the $10,000, equals $18,900. In order
to fi nd out how much the disbursem ent price shoul d be, and
leave half of this disbursement price against the goods on
hand, divide the quantities disbursed —that is, 50,000 —plus
ha lf of th e amoun t on hand, which is 55,000 —or a total of
105,000 —into the total expenses, $18,900. This gives a pr ice
of 18 cents per pound; therefore, the 50,000 pounds are disbursed at 18 cents, leaving 110,000 pounds at 9 cents a pound.
As mentioned before, the reason the price per pound remaining is half the disbursing price is because the hides in process
are considered half way through.
When the leather leaves the dry tubes, a weight is taken of each
hide by stamps each day. This information is recapitulated by the
cost department to obtain the totals for the month. The cost clerk
will then credit the goods -in- process ledger with the number of
hides of each stamp that come out of the tannery during the month,
placing that amount temporarily on this recapitulation sheet. At
the same time, he will credit the labor and overhead sheets of the
three divisions as explained above with the labor and overhead
cost per hide in the beam house, the labor and overhead cost per
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hide in the yard, and the labor and overhead cost per hide in the
finishing operations —thus obtaining the grand total labor and
overhead cost which, added to the hide cost, will give the total cost
of the leather produced. By dividing the pounds of leather produced into the grand total cost, as just obtained, the price per
pound is arrived at.
This leather is now charged to a rough - leather stock ledger by
stamps, if desired, or the stamps can be lost sight of, piling all
leather of a kind together, irrespective of hide stamps. If parts
of the hide, such as the bellies, had been cut off in the layaways,
and had naturally therefore been finished before, the value of the
bellies would be credited to the remainder of the hide, thus obtaining the cost in practically the same way.
In charging the rough leather from the tannery, a very important point to be considered is that, although the leather comes from
dry lofts apparently dry, it usually contains a little moisture, and
is apt to dry out more if it is any length of time in the rough
leather store room. It has been found that leather that came out
of the tannery during the summer, when the air contained a good
deal of moisture, and was stored until winter in a store house where
the windows were closed and the house heated by steam, lost between five and seven percent of its original tannery weight. To
cover this shrinkage, instead of using the actual tannery weight, a
percentage is deducted, usually two to three percent being considered sufficient unless it is expected to store the leather a long
time.
CURRY COSTS
When the tannery operates its own curry department, the rough
leather stock is usually considered as part of the curry department.
I mentioned before that it is not customary to put the whole hide
through the curry department. Therefore, the first thing that is
done is to cut the leather according to requirements. Obtaining
costs of leather that is cut into the different parts is one of the big
problems in establishing leather costs. The usual way is for the
curry department to make a report of the parts, such as butts or
whole hides, that are drawn from rough leather stock, and to show
into what parts this leather has been cut, and the weight of those
parts. The cost department will credit the whole hide or the butt
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with the average cost as shown on the stock ledger, and price the
several parts that have been cut from the whole hide or butt on the
basis of market values.
At this point I must explain to you that the different parts,
bellies, shoulders, and bends, because they are different in texture
and strength, have a different value. For instance, bends may be
worth seventy cents a pound, shoulders forty cents a pound, and
bellies only twenty cents a pound. The usual way of pricing these
different parts is by using the selling value as a ratio for establishing the cost values of the several parts. This means that if
the cost of the butt is a certain percentage under the market value
— say twenty percent —then the individual parts will be marked
twenty percent under the market price. Some tanners, on the other
hand, use the method of pricing the several parts at actual market
values, and taking a tannery profit at this point. This method is
used by those tanneries to show under each division —that is, tannery division and curry division — whether it is showing a profit.
A curry department that carries a good many different kinds of
leather will put through the different kinds of leather in lots —
usually in about a hundred pieces to the lot. The curry department reports each day each lot of leather that is drawn from the
rough leather stock and put into process in the curry department.
It will show, besides the lot number, the kind of leather, what it
will be curried into —gas, for instance, shoulders may be curried
into welting shoulders, russet strap shoulders, harness shoulders,
etc. —and rough weight of the lot. This information is recapitulated in the cost department so that at the end of the month the cost
department will have information as to the number of lots and total
weight of different kinds of leather that were withdrawn from the
rough leather stock ledger according to the kind of finish that it
is to be made into.
The rough - leather stock ledger is credited with the value of this
ledger, and a curry department goods -in- process sheet is opened
for each kind of leather that it is to be finished into, and the leather
charged on to these goods -in- process ledger sheets accordingly.
This leather that is charged into the goods in process remains there
until it is delivered as finished leather.
The labor and overhead costs of the different kinds of leather
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are obtained in a way similar to that used for the labor and overhead cost from the tannery —that is, first of all, a set of expense
accounts is opened up, as for instance such as direct labor, indirect
labor, salaries, supplies, manufacturing materials, repairs, proportion of general plant expense, fixed charges, and sundries. All
curry department labor is reported according to the kind of leather.
When I say "kind of leather" I do not mean simply shoulders, but
kind of shoulders that it is to be finished into, such as welt shoulders, russet strap shoulders, harness shoulders, etc.
This labor is distributed at the end of the month by the various
kinds of leather, and charged into the goods -in- process sheets accordingly with its proportionate overhead —the overhead being prorated on the basis of direct labor. At this point, we have, therefore, the cost of the leather that was charged into goods in process
by the different finishes, the cost of the labor, and the cost of the
overhead. In order to obtain the cost of that part of each finish
that was finished or put into finished leather stock, the following
method is used:
The curry department reports each day the lot numbers that
were finished, with the finished weight of each, which will always
be different from the original rough leather weight, and this information is recapitulated until the end of the month. The lots
which were finished according to this report are credited to the
goods -in- process ledger sheets at the price that those lots were
charged into, and with that leather cost, labor and overhead costs
are charged, these labor and overhead costs being obtained in the
same manner as the labor and overhead cost of tanned leather explained above —that is, considering the balance as half way through,
and charging the rest of the labor and overhead to the leather that
was finished. Of course it is true that the production in the current department is not necessarily as even as the tannery, and that
in many cases the balance left in process may be more or less than
half way through; but since the curry process is usually two weeks
or less, any misstatement of costs on this account is readily corrected the following month. This labor and overhead is credited
to the curry goods -in- process ledger, and with the leather cost, is
charged to the finished - leather stock ledger according to kind of
finish, by its finished weight.
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In weighing this leather into the finished leather store room, the
cost department must again consider the fact that leather is apt to
dry out while in storage, and a percentage should be deducted from
the finished weight —in this case, usually one to one and one -half
percent, since finished leather is only made for order, and is therefore not held in stock very long.

LEATHER PRODUCTS COSTS
In talking about leather products costs, I again want to remind
you that leather is a natural product and that there are practically
no two pieces alike. The manufacturer of steel products, rubber
products, and even lumber products, can buy the raw materials according to specifications —that is, size, thickness, grade, quality, etc.
A manufacturer who produces an article from a certain thickness
of wire buys that particular thickness, and the grade and quality
of wire needed, and cuts it and works it up to produce his finished
product.
The manufacturer of leather products, however, has not the opportunity to buy exactly for his needs; he must buy his leather, as
a rule according to certain cuttings, as outlined before —as, for
instance shoulders, bends, bellies, or assortment of scrap. If most
of his article is produced from shoulders, he will, of course, buy
shoulders, but he will not be able to cut up one shoulder for a particular order, since there are different qualities and thicknesses of
leather in any one shoulder. He may have an order which requires
the best part of the shoulder, and in cutting for that order, he may
perhaps use up fifty percent of the shoulder, but his problem then
is to obtain orders to use up the rest of the shoulder and the scrap
that result from the cutting for the first order.
In this connection, the cost man of a leather products company
has a very difficult problem. Every time one piece of leather is cut
into two pieces, no matter how it is cut, the two pieces will have
different values, as compared to each other and as compared to the
original piece that was used. You can readily appreciate the problem when you consider that pieces of leather of any imaginable
shape are cut from different parts of leather, so that, in the first
place, you may have an odd shaped piece of leather from which
you are going to manufacture a finished article, and you will also
have an odd shaped piece of leather remaining, which you will have
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to use to best advantage at some other time. It is up to the cost
man to price these different pieces at their proper values. I do not
want to discourage you in any way regarding leather costs, and
I think it is sufficient to say that there are about four thousand
sortings of scrap.
The only way to correctly obtain costs of leather products that
are made in small quantities at different times is by means of the
order system — either by customers' orders or stock orders.
When an article is to be manufactured, an order is made out for
the quantity to be manufactured. The cost department must, of
course, have a copy of this order. When leather is withdrawn
from the stock room for the order, it is weighed, and a requisition
made out showing the order it is to be used for, kind of leather
withdrawn, and its weight. This requisition is used in the regular
way for crediting the stock ledger with the quantity and cost of the
leather withdrawn, and that same amount charged to the order.
All labor spent in manufacturing an order is charged to that order,
and with this labor, a proportion of the overhead of the department. When the order is completed —or, if it is a large order,
while the order is in process —the leather not used, mostly scrap,
is returned to the stock room. As mentioned before, the valuing of
this leather is difficult, but very important. Some companies consider it worth while to take all of the scrap from an order, and
have it immediately sorted according to the different grades of
scrap, and a report made out showing the pounds of the different
grades of scrap produced. From this report, proper credit can be
given to the order. Some companies find that it is too costly to
sort all of the scrap in this manner, and if it is a large order, will
only take a portion of it and make a test sorting of it, and price
all of the scrap returned upon the basis of this test sorting. A third
way —not nearly as accurate, but which is good enough when the
scrap runs fairly uniform and low in value —is to place an estimated value upon the scrap, without any sorting.
Sometimes two or three different articles to be made from different orders are cut at one time from one kind of leather; in that
case, an order is first made out for the cutting of the leather, to
which is charged the leather withdrawn, and labor and overhead
for cutting, and credits given for the scrap. The result is the cost
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of the total of the various parts of the leather cut, but not the cost
of each of the parts.
When this cutting order is completed, the quantity and weight
of each of the parts cut are given to the cost department. If the
articles cut were anything except leather, it would be natural to
pro -rate the total cost of the order according to the weight of each
of the parts cut, but this would usually result in incorrect costs.
In the first place, it is possible that one of the parts was cut from
the best part of the leather, and the other parts from the poorer
part of the leather; or it might be that some of the parts cut are of
the same quality as the others, but very small. In either of the
cases just stated, it would be absolutely unfair to pro -rate the cost
of the order on the weight basis. All of you will readily understand that it would be unfair to pro -rate this order on a weight
basis, if some of the pieces cut are of different quality leather than
others. In that case, the cost department manager must establish
a ratio on that account. He can do this in a good many ways; as
a matter of fact, it is done most accurately if based upon the experience of past cutting records. I might say that in general, this
ratio is obtained by considering the different values of the leather
from which the different pieces would have been cut if cut
separately.
It is not so easy to understand why, if different pieces of leather,
some of them very large, others quite small, cut from the same
quality of leather, should not bear the same price per pound. However, since leather is something that cannot be moulded and made
into a large piece, the fact is, that the larger the piece of leather,
the larger the value per pound, the quality being the same. Therefore, while a large piece of A- Quality leather may cost $1.25 a
pound, that same quality leather in pieces of about four square
inches may cost only 1 2 cents a pound. Therefore, it is obviously
unfair to price the small pieces of leather at the same price per
pound as the large pieces of leather, since the small pieces of
leather could have been cut from leather at 1 2 cents a pound, instead of from leather at $1.25 a pound; whereas, the large pieces,
on account of their size, had to be cut from the $1.25 a pound
leather. The ratio to be used in establishing the proper values
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between the several pieces is obtained by considering from what
size leather the small pieces could have been cut.
After the several pieces have been priced according to the method
just cited, the order is entirely closed out, and the several pieces of
leather charged to the different orders on which they will be manufactured into finished articles.
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