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HOOKED RUGS

INTRODUCTION

The purpose of this report is to present basic informcttion for
escablishing a Hooked Rug plant iro a foreign country.

This industry is peculiarly adapted to locations where wage
rates are low since only $260 for machinery and equipment is
required and only sixteen workers, direct and indirect, are used.

It"can be operated a.s a domestic, home, handicraft employing only
the members of a family or as a small industry as shown in this
report.

GENERAL ASSUMPTIONS

In order to make realistic estimates ill this report, certain
assumptions are made. These are:

1. The costs of the building and general facilities are
based on United States prices.

2. Material costs are based on sizes and specifications
of materials used in the United States.

3. Labor costs are base~ QO the average for the industt
as recently published by the United States Bureau of
Labor Statistics.



4. Adequate power and water are available at the plant
site.

5. Adequate transportation facilities are available at
the plant si::.e.

6. The plant operates ~ight hours a day, five days c week
two hundr~d and f1ftydaye a year.

7. No special p·.::ovi:51;~fi !sma.de for the training of new
personnel. It is assumed that learner's rates are
paid in such cases.

8. The following items cannot be estimated realistic~111y:

A. Land value.
B. Distribution and selling costs.
C. In-freight and out-freight.
D. Administrative costs.
E. Taxes.

While general estimates will &e made of each of these
items, for the purpose of completing cost estimates,
adjustment should be made in accordance with actual
loca1 cos ts .

In fact, all cos~ estimates contained in this report
should be adjusteQ to conform to local conditions.

9. Columns are provided in the tables included in this report
to facilitate the conversion of cost figures to conform
with local cost,;,;.

PRbuUCTSPECIFICATIONS

The following sizes of hooked rugs are the sizes most commonly used

it'iclude: 20" x 32", 24" x 36", 24" x 40", 28" X 40", 28" X 45",

32" X 51", 32" x 54", 32" x 63", 36" x 56", and 18" x 1811 round rugs.

Other sizes of rugs up to 9' X 12' are made but the general demand 1s

considered limited to the sizes indicated.

-2-



!.RODUCTION CAPACITY

The annual capacity of this plant is 1,200 rugs, 36 inches by 56

inches or 14 square feet in size. The annual sales value would

remain abou,t the same regardless of the size of the rl~gs t since

smaller rugs would sell for proportionately mote per square foot

and larger rugs would sell for proportionately less per square foot.

MANUFACTURING UNIT

The manufacturing unit for this plant is one rug regardless of

dimens ions.

MANUFACTURING OPERATIONS

The methods being described are not to be considered the only ones

employed. Observations of several operations uncovered a great

vari~cf:y) generally influenced by the type of matel'ial used and the

experience of the worker. The following method c.ombines the best

observed:

The preliminary step following the selection of pattern and the

yarn colot's is to stretch the patterned burlap onto the wooden strips

selected for that purpose, or onto the adjustable frame and stand, to

hold that part of the rug backing in such .a position

will be held flat and tight and be readily available to work on.

The sheet is attached firmly with tacks to a roll on
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units and held eight on a second roll with various means for holding

the seivages tight, generally with strings between the selvage

outer strips of the stand. As work is completed, it is rolled

one roll to the other, keeping

being done.

In the hooking operation the various

the backing sheet and drawn up through the burlap by extending the

hook through the burlap, engaging the yarn· and drawi~g a loop up

through and releasing the yarn from the hook to leave the loop at

desired length. The operation

pattern and the indications of the color'

designer of .the

Great care has to be taken to mak.e sure the backing on

kept flat and even, to prevent pattern distortion. It

advisable to hold the sheet of the rugs back on the roll

enough for safe tacking to the frame without interfering

pattern.

Production can be spee<.led up and the evenness of the height of the

looms improved by using the new type of hook called the IIBluenose ll

Rug Hooker. This hooker is designed to hold the strand

under control and feed through a specially designed needle which

carries the yarn through the burlap or whatever the backing happens

to be after it is penetrated, and by a special release leave a
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uniform loop of fixed height in the rug after the needle has been

withdrawn.

The use of this new hooker has improved the technique of all who

use it.

**********

DIRECT MATERIALS

For the purpose of this brochure all cost figures for materials will

be based on a hoolted rug 36 inches by 56 fnches or 14 square feet.

The backing which g~2~rally is either coarse cotton or burlap can

be purchased from a limited number of sources. Three or four

prepare backing by stencilling patterns ready for hooking and suppl.y

color combinations with the patterns. The cost of these patterns

stencilled on the burlap range from a low of $1.90 to a high of

$2.35 for the widths indicated earlier.

The rugs are hooked with straight wool or cotton yarns, blends with

synthetics or narrow cut cloth in the original colcr..-s, or dyed,

des: ired. The cost for dyed woolen yarns varies with the market

current p;rices range between $0.55 and $0.60.

For the purpose of this brochure the cost of the patterns stencilled
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on burlap with color combinationa ready for hooking i.e est1J:nlited at

$2.35. Woolen yarns vill be used and the cost of dyed woolen ye~ne

reedy for use is estimated at $2.25 ,a pound. The above pr:tces include

delivery at the plant.

below.

SUPPLIES

The estimated annual cost of raw materials for this plant is shown

25$

Annual
Estimated

Hand tools

No. of Annual Cc;;~t:

~ Units Unit Cost Estimated A~tual

Rug backing 1,200 $2.35 $ 2,820

Woolen yarn 3,600 pounds 2.25 8,100

TOTAL $ 10,920

Office supplies

Maintenance and spare parts

50

125

TOTAL

-6-

$ 200



The manager will keep t.he books ~ handle sales

~7-

$

Annual Cost
Estimated Actual

$ 5~OOO

Annual
Estimated

$1.50

Salary

Hourly
Rate

Hourly
Rate

10 $1.60 $ 32~OOO

1 l.50 3~OOO

_.1 1.60 3,200

··12. $ 38~200

1

1

Number
Reguir.ed

Number
Regui.red

INDIRECT .~

inspect the finished product.

TOTAL

OCcupation

Manager

Package and shipping

TOTAL

Occupation

Rug finishing

Rug hookars

Material preparation



PRODUC'tION TOOLS AND EQUIPMENT

Description

Cloth stripping machine

Yarn rewinder

Adjustable floor stand rug frames

Portable plain frames

Clamps

~luenose hookers

Rug hooks

Rolling machines

Tables

Shelves (estimated)

Hand tools

TUrAL COST FOR. lO-POSITIONUNIT

Number
!eguired

1

1

10

10

40

10

10

2

2

40

Cost
Estimated Actual

$ 14.25

23.00

80.00

10.00

26.00

20.00

3.50

32.00

16.00

12.00

23.25

$ 260.00

FURNITURE AND FIXTURES

Number Unit
.ll.!!! Required ~ Actual

Desk and chair 1 $150 $ 150

File cabinet 1 75 75

Typewriter 1 150 --
TOTAL $ 375
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PLANT LAYOUT

A plant layout is ahown on the last page of this report.

PLANT sm

Since there are no large amounts of materials, transportation

important. The plant site should be located as

possible with respect to power, water, fuel and

In many countries this product should have a good -tourist tra-ie

market. Therefore, the aite should be located easily accessible

to tourist trade. The plant

parking space for tourists.

The estimated cost of the plant site is S5~O.

BUILDING

A one story building 16 feet by 24 feet or

required. Tht! buildIng may be constructed with any

material. The cost of the building is estimated at

foot or a total of about $1,534.

POWER

The only power required will be for lights.

is estimated at $100.
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WATER

Water will be required for sanitary purFoses and fire protection.

The annual cost of water is est1mat~d at $20.

Fuel will be required for heating the building. Th£. amount of fuel

used will depend on the climate. Any suitable local fuel may be

used. The annual cost of fuel is estima.ted at $200.

***********

-10-



MANUFACTURING OVERHEAD
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74

26

37

137

Annual Cost
Estimated Actual

$

$

Annual Cost
!ftimated Actual

$ 137

8,000

100

20

200

200

$ 8,657

20

10

10

Years
Life

260

375

1,536

DEPRECIATION

Estimated
Cost

$

Description

Building

Production tools and
equipment

Furniture and fixtures

TOTAL

~preciation

Indirect labor

Water

Power

Fuel

TOTAL

Supplies



MANUFACTURING COSTS

Direct materials

DiTect labor

Manufacturing overhead

TOTAL

FIXED ASSETS

Land

Building

Production tools and equipment

Furniture and fix·tures

TOTAL

-12-

Annual Cost
Estimated Actual

$ 10,920

38,200

8,657

$ 57,777

Cost
Estimated Actual

$ 500

1,536

260

375

$ 2,671



CAPITAL REQUIREMENTS

30 days 3,133

30 days 721

910$

Cost
Estimated

$ 4,814

$ 2,671

4,814

Cost
Estimated

$ 7,485

30 days

-13-

WORKING CAPITAL

Direct materials

Direct labor

Manufacturing overhead

TOTAL

Working capital

Fixed assets

TOTAL



SALES REVENUE

The sales revenue will depend on the sales methods. If the entire

output is sold to tourists, the sales revenue would be considerably

more than would accrue from selling to stores. Based on selling

one-half the output to tourists and one-half to stores, the sales

price per rug would be about $66.66. Based on this price the annual

sales would amount to about $80,000.

RECAPITULATION OF COSTS, SALES AND PROFITS

Estimated
Cost

Direct materials

Direct labor

Manufacturing overhead

Total manufacturing cost

Interest on loans

Insurance

Legal

Auditing

Unforeseen expense

Total administrative costs

Sales commissions

Travel, bad debts, discounts and
allowances, freight-out

Profit before taxer.

Total annual gross sales

-14-
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BUOOET CONTROL:

A reqUisition form designed to' provide accurate records of procurement
and indicate the purpose of procurement with the least amount of time
and effort is shown on the folloWing page.

This form has an accoun't number for each 'type of the various expendi"
'tures which· .the manager will review in detail, monthly or oftener, in
order 'to control his expenses. Sane items, such as power and water,
are usually under contract and are easily checked by. reference to
mont.h.ly bills. For simplification, items (marked with an. aSterisk
below) are anitted frcmthe IJurchase reqUisition. Variations in the
labor costs are easily reviewed by eXamination of the p~ol1 vouchers.
The simplified type of control thus provided makes certain that the
manager can control expend!tures prcmptly.

Following therequisition form, a sample voucher check is' shown.
Voucher checks should be used for the p~ent of all expenditures and
the appropriate book account number placed on each voucher.

At the end of each month the manager w1.il receive a statement of an.
expenditures broken down by budget accounts. If the expenditures ex
ceed the budgeted monthly allowances of any of the accoun'ts, the
bookkeeper Will furnish the manager with: abreak.-down of allexpendi
tures relative to the budgeted accounts exceeded. All these supporting
data can be secured by reference to the purch5Se reqUisitions and the
check vouchers. This reference will enable the manager to determine
what caused the over-expend!ture and take corrective action.

If at any time during each month it becanes apparent that expenditures
will exceed any of the bUdget accounts, the bookkeeper Will bring this
to the attention of the manage;r- for his information and action.

BUOOE!' CONTROL ACCOUNTS:

Monthl.y Mon-thly Anrlual
Accoun't Number Expense . BUdget Budget Actual,

10 Administrative $ $ 66 $ 790 ,
20 Sales 125 1,500
30 Direct Materials 910 10 ~ 920
40 SUpplies 17 200
51 Paver* 8 100
52 Water* 2 20
53 Fuel 17 200
60 Unforeseen Expense 120 1,433

(Reserve Account)
3,183 38,20071 Direct Labor*'

72 Indirect labor*' 666 8,000
80 Depreciation

(Reserve Account) 11 137
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PURCHASE REQUISITION I COMPANY NAME , DATE

D 10 ATIMINISTRATION 0 40 SUPPLIES

D 20 SALES D 50 UTILITIES
"

D 30 MATERIAIS '0 60 UNFORESEEN EXPENSE I

INDICATE BEIDW THE USE OF MATERIALS

0 DIRECT MATERIALS 0 MAINTENANCE SERVICES

0 MADrrENANCE MATERIALS 0 OPERATING SUPPLIES

DELIVERY WANTED
, PLEASE ORDER THESE MATERIALS OR SERVICES

~---

QUANTITY DESCRIPTION UNIT TOTAL

I

I

I

~'

QUOTES REQUISITIONED BY
FROM

QUCTES APPROVED BY
FROM

QUOTES ORDER NO. ORDER DATE
FROM
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R. W. MITCHELL MANUFACTURING COMPANY
1422 BOSWORTH STREET. S. E.

65-22
514

ANYWHEAE.U. S.A. 19_·_No. 10000

...,
___________ DOLLARS $ _

TOT"'EORDIEROfl' r
PAy _

R.W.<MITCHELL MANUFACTURING COMPANY

L
TO. FIRST.NATIONALBANK

ANYWHERE, U •. S •. .A..

-I

av S/AMPLE CHECK
VICIl ....aIDIENT

ACCOUNT NUMBER

Sample voucher check to be used for the payment ot
all eXpend1tures in connection witb Budget Control.



ENGINEERS:

The services of professional engineers arf desira.ble in the
design of this plant, even though the proposed plant is small.

A correct design is one 'Which provides the greatest econany
in the invesment of' funds and establishes the basis of opera
tion that will be most profitable in the begi.IUling and will
also be capahle of' expansion without expensive alteration.

The addresses of' professional engineers Who specialize in
industrial design, scme of Whcm ina¥ benlling to undertake
such work on low cost projects overseas, can be secured by
reference to the published cards in various engineering magazines.
They mavr also· be· reached through their na.tional organi.zations,
one ofWi.ch is the

National Society of Professional Engineers
a)29 K street, Northwest,
\-1ashington 6, D. c.

Manuf~ture!"s of industrial equipment employ engineers familiar
","ith the design and installation of their specialized products.
These manufacturers are Usually willing to give prospective
customers the benefit of technical advice b,y those engineers in
determining the sU1.tability of :their equipment in a:oy proposed
project.

The equipment manufacturers also· know, and can recamnend,
professional engineers in private practice, 1fuo are willing and
able to provide appropria.te consulting services •

.....



TRAINING:

Manufacturing an inferior qual.1:ty ot product during the'tr'&1n1Jlg
period could create sales resistance that DJight be d1:f'1"1.cul.t .. to
cope nth later. To avoid such poss1bi~ities, the qual.1.tyot t.he
prodUct should be maintained at all. times, 1nc~ud1ng thetra:1 n tng
period.

In scmeareas skilled operators~ be available loca.1.1y.
areas all the operators~ have to be tra1ned.

If' skilled operators are not available, adequate tra1n1:cg· woUld be
assured by using one or more of' the folloving methods:

A. It t.he pJ.an:t is designed and1l1stalled by a ccmpetent
engineeri-ng firm, the contract shotLld be negotiated, if
possible, on e.i..urn-key basis. On .th1s basis the cdntrac-
tor agrees to operate the plant and prOduce the qua.l.:it,y
and quantity of theproduet stated in the contract tor an
agre~d period of time. SUch a contract would assure
adequate personnei training, since fUll quantity andqUallty
could not be produced with an untrained organization.

B. The engineering firm that designs and installs the plant
can~ make ·tra.1n1ng arrangements to have key personne~

placed, for training purpOses, in a foreign industry that
1'roduces the same type otproduct. This wou1.d prorl.de
training for 'the key personne~ whi.l.e the plant is being
installed.

C. If neither ot the above methOds is ppssib~e, then qual1t1ed
and experien(;ed indiv1dua.ls should be employed. for the key
positions, either pemanently or tem.po~~ly, .to perform
the key operations and assist in training the orgaD1zation,
e"I-en it they must be secured·outside the country.

D. The manager should have years ot successfUl experience in
this type of business and be :ful..ly qua1i:r1ed in all phases
of management, including the trai ni ng ot employees.
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There is always danger of accident and injury in 8zr:f
industrial plant. .Because of this, the manager should
take specific action to bring 'to the attention of each
employee the. importance' of- safety prec&11tions and in
telligent first aid.

Practically all machines have safety appliances, and
the manager should see that these are in good working
conclit10n and that the operators are making f'u11 use of
them.

In addition to constant vatchf\1lness to make sure that
all practicable safety precautions are taken, f'1rst aid
supplies should be readily available. One canplete·
first aid kit should be maintained near the JIl8.n86er's
office, and others at appropriate places t.brougboutt.he
plant. Sane of the employees should be trained to pro
vide first aid service.

The use .of accident posters in the plant have proved to
be of value in reducing accidents. It is recCImIleIlded
that such posters be used, and that SaDe direct special
action be taken by the manager, at least once each month,
to bring to the attention of all personnel the importance
of safety precautions.

A fire brigade should be established and each member
trained as to his responsibility in case of fire. Fire
drills should be conducted periodically.

It is recallllended that the employees be encouraaed to
offer suggestions or recClllllendations· relative to preven
tion of accidents, removal of fire hazards and maintaining
general interest in all safety factors.
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MARKET FACTORS

MATERIALS AND SUPPLIES

demand for the product now satisfied?
By local production1 If so, ,what is the volume of annual
prodl1ction?
What percentage of consumption is filled by local produc
tion?
By imports? If so, what is the volume of annual imports?
What percentage of consumption is met by imports?
7rom what areas are imports derived?

B.

C.
D.
E.

How is
A.

1. Is there already a demand for the product?
A. Who are the principal consumers?
B. Who are possible new consumers?

OTHER CONSIDERATIONS

There are other important" subjects, ~Jhown below, that should be fully
investigated and considered. Information on these subjects is usually
available from such sources as banks, government agencies, exporters
and-importers, wholesalers, retailers, transportation companies and
manufacturers.

2.

3. What is the estimated annual increase in local consumption over
the next five years?

A. How were such estimates made?
B. By reference to official figures'onpopulation growth,

family budgets, imports, etc.?
C. By consultation with trade or industry, mimistries,

associations, bankers, commercial houses, wholesalers,
retailers, industrial consumers, etc.?

1. Are all materials and supplies a',;ailable locally?
2. Is the local material market competitive?
3. Is satisfactory delivery of local materials assured at reason~

able prices?
4. What materials and supplies mu~t be imported?
5. Are they available in world markets at competitive prices?
6. Would prompt delivery of imported materials and supplies be

assured so that large inventories would not be required?



4. It the product is already being manutae'tured, can. the existing
and esttmated future local. market absorb production or the
new plant vithout price-eut't1ng or other dislocations!

5. Wou1.d the estimf,!,ted sales price and qua1i1;y of the new product
make it canpeti1;ive witil an :imported equivalent?

A. After adjusting cost to local conditions, is the
estimated sales price of the product so high that
tariff protection is necessary to.protect it fran
imports?

1. Could the product ccmpete iIi export markets an the basis
price, quali1;y and dependabili'ty 01' supply?

2 ~ Can export markets for tile product be develoPed?
3. If: so, in what areas and in wha't annual volume!
4. What procedures would be necessary to deve.lop export markets!
5. What would it cost?

MARKErING PROBLEMS:

1. In calculating costs of the product, has adequate allowance been
made for the expense 01' a sales department, advertising and pr0

motion that might be required?

2. Do consumer prejUdices against loca.l.lymanUfactured products
exist'l

A. If so, why?
B. Would ·they apply to the new prqduct!
C. Ii" so, how could they. be overccme and what

would it cost to do so?

3. Do marketing and distribution facilities for the product exist?
A. It not, can they be set up?
B. What would it cost to do so'?

4. Will the product be sold to:
A. Wholesalers?
B. Retailers?
C. Direct to consumer!
D. Otherindustries?
E. GOvernment?
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ECONa.lIC FACTORS:

1.. Row much :toreign exchange (and in wbat curreDCT)
iaport machineryI equipkent and supplies:

A. Row lINch :toreign exchange (and in what currency) is
required for anm,.' intereB't ~nts aDd 8IlOrtizat
o:t &Dy' loans contracted 1;0 iaport macb1nery and equi
ment l or :tor ~ent o:t ro,ya]:ties and'techn1ea.l se

B. How much :toreign exchange (~ in what currency) is
required tor armuaJ. import of' 2'&V ma'ter1als. and INPP

C. What are estimated annual :toreign ezcbange. earniDga
in wbat currencies?

D. lias careful. considerat1on been given 'to 'the possibi.t1
of' deprec1at1on in the f'oreign excbangeValue o:t the
10cal currency?

E. Has care:f'u1 consideration been given 1;p the poas1bi.l1·
of import eontrols I or restrict10ns on avat labU1ti
foreign exchange necessa.ry 'to operate the business?

F. What benefits vould the new business bring 1;0 'the ec
in the use of 10cal raw ma'ter1als: in 8'lpl.oy.ment and in

"'technology? "
G. Do dependab1e :tac111ties exist :for 'transportation

l
pover

ltue1.1 vater and sewage?
(1) If notl can existing deficiencies be eliminated

satisfactorily'?
(2) Wlm.t voul.d be the cost to do so?

1$ Is "there an adequate 1abor supp~ near t.b.e pl.an1; loc&'t1Cin?
A. If Dot l how can the problem be solVed?

2. Can the problem of trainins canpetent management and super-
Visory personnel be solved?

A. Also, the training of skilled labor?
B. Is technical advice available in the locall:ty?
C. If not, where can it be obtained and what ,.,1.11 it cost?

1. Do ens1;ins labor laVSI gove~·ti:!!ent regulations,
favor establishment 'of new business?

A. If not l can existing ~bstaeles be removed?
B. If' so, how and when?
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FINANCIAL FACTORS :

1. Teclm1cal advice on selection of machinery and equ1;:...,en"t.
A. In selecting the machinery and equipnent ..""oj,: tbe

new plant, have reputable and caapetent enslneers
and. teclm1cians been consulted?

B. Have they been asked for advice on the most suitable
types of machinery and equipnent for the process and
locality?

C. Have they care:1"u14 ccmpared costs of various suppliers?
D. Credit tems offered purchasers!

FINANC~ REQUIRF.HENTS .. OF THE PROJm1':

1. In est1JDating the cost of the project, has careful considera-
tion been given to:

A. 'lhe effect on costs of delqs 1n construction schedules!
B. In delivery and installation of machinery and equipnent?
C. In import of essential raw. materials and dupplies?

2. In calculating cash flov and working capital requirements,
carefUl consideration been given to:

A. Maintaining adequate inventories of raw materials!
B. SUpplies and spare parts?
c. seasonal fluctuations in the business?
D. The tme required to liquidate credit sales to

custaaers and bad debts?
E. The period necessary to get the plant into

produetion?
F. Cash ~equ1red to 8Dlorti~e i1;s principle loans?

3. If the econClD,y 1s in a period of inflation, has f'ull. allowance
lM!en made for the inf1uence of rising prices and ".mges on the
cost of the project and on working capital requirements?

SHORT· ·TmI· BANK CREDITS:

1. Has it been possible to make arrangements with local banks to
finance short-time working capital requirements of the business!

FINANCIAL PLAN:

1. Has a definite plan to finance the project been worked out?
A. Is sufficient capital available lbcall.yt
B. If not, .11&t 1s the plan to obtain the required

capital?
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"Art of Hooked Rua Making," M. Batchelder 1947 $1.95
Chas. A. Bennett Co., Inc.
237 North Monroe Street
Peoria 3, Illinois

"Color in Hooked Rugs," P.K. McGown 1954 Illus. $6.50
Pear1 K. McGown, Inc.
Rose Cottage
West Boylston, Massachusetts

BIBLIOGRAPHY

Textbooks -

"Rare Hooked Rugs, II W. W. Kent
Harlem Book Co.
221 Fourth Avenue
New York 3, New York
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