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INTRODUCTION AND SUMMARY 

ADDITIONAL STUDY ON 

FOOTWEAR INDUSTRY IN CARICOM REGION 

A previous study on Footwear Industry in the CARIFTA/CARICOM 

Region was carried out by thn UNIDO Senior Industrial Adviser assigned 

to CARICOM Secretariat, giving special attention to the interests of 

the LDCs, 

CONTENTS 

However,  in  the First Meeting-of  the Working Party of CARICOM 

Industrial Planners held  in Barbados on 3rd - 4th September,   1574,  the 

meeting requested  the UNIDO Senior Adviser to investigete  the following 

additional points: 

INTRODUCTION Af-'D SUMMARY 

.• '    I.   CONSUMÍTION UF  FOOTWEAR  IN THE  LDCs 

^       II.   ESTIMATION OF  PROJECTED CONSUMPTION OF 

FOOTWEAR   IN CARICOM AND LDCs 

y      III.   RECALCULATION  OF  THc  RATE   OF  RETURN ON 

CAPITAL FOR THE PROPOSED TWO PROJECTS . 

FOR THE LDCr,, ASSUMING A LOAN INTEREST 

OF   BVi 

^       IV.   CALCULATION OF THE   LOCAL VALUE   ADDED BY  THE 

PROJECTS PROPOSED  FOR  THE   LDCr,   AND 

DETERMINATION OF  THE TAX  HOLIDAY 

-OOG- 

I* f», 

17 

(a) to calculate separato consumption figures for 

thu LDCs since thsir market can effectively 

be regarded as a sub-regional market; 

(b) to re-calculate the Rate of Return on Capital^ 

assuming a loan interest of B%; 

(c) to calculate thn Locol Value Added by the project 

proposed for the LDCs and to determine the Tax 

Holiday to which the project may be eligible 

under the Harmonisation o F Fjr.cal Incentives 

Scheme. 

The investigation of tho above throe points wns, thorcferc 

carried out, especially that CARICOM Secretariat considered this n first 

priority. 

In addition^ the UNIDO Senior Advisar made new estimates for 

the projected consumption or demand o?  leather footwear by 1900 in the 

CARICOM Region and the ECCM Sub-region on the basis of a 3%  Rate of 

Growth instead of the provious estimate based on a 2%  rate. 

The four points covering this additional study are discussed 

in the following. 
/I. ... 



2. 

I.      CONSUMPTION OF FOOTWEAR IN THE  LDCs 

The  LDCs have no foutwear production on an industrial scale 

until present.    Therefore,   the consumption of footwear in the LDCs 

can be represented a:-  the imports  loss re-exports. 

Table  1 shows the  apparent consumption of all types of 

footwear in the  LDCs   (1967-70). 

IML1 
APPARENT CONSUMPTION OF  ALL TYPES 

SLIPßJMJAM. J HE .LDCs. .(13.67 - .1970]. 

(ODD pairs) 

1967 

TOTAL IMPORTS 

TOTAL RE EXPORTS 

1313 

9 

1960 !  1969 '     1970 

-4- 

T 
APPARENT CONSUMPTION  j  1304 

## 

960 

19 

941 

2948« 

13 

T 
1721 

.11** 
t- - -• -— f • ~-4 

2935* j  1710**  j 

Imports of 1969 wer.: particularly higher than nctual demand 
as explained before in the previous Study on Footwear 
Industry in CARIFTA/CAHIC0K. 

Data on Re-jxport of most of the LDCs in 1970, ore not 
available, and therefore: the apparent consumption in 1970 
would accordingly be higher than the actual demand in that 
year, although considerably less than the abnormal yuar 1969. 

/Tablo 2 ... 



3. 

Tabic 2 shows also the apparent consumption of loathes 

footwaas in the LDCs (1967-69). 

TAPIE 2 

¿^PARENT CONSUMPTION OF  LEATHER FOOTWEAR 

JH THE LDC5   ( 19.6J-1969.). 

(0Ü0 pairs) 
r—— 

TOTAL IMPORTS 

TOTAL RE EXPORTS 

1967 i960 

APPARENT CONSUMPTION 
i 

623 '   ; 

7  i 
-•-»-• • -*•• • 

616      ! 

554 

17 

577 

1969 

798» 

4 

794* 

* Imports of 1069  wurc particularly hirhcr thnn actual 
demand as explained before:' in the previous Study on 
Footwoar Industry in CARIFTA/CARICOM. 

/II. .< 



4. 

11.    É&TJMALIJLOF. PROJECTED CpKQUMPTION. QF. JflfiEilAp. .IJÍiûRiEBS 
AND LDÌTs 

A - In the CARICOM Region 

The projected consumption of nil typos of footwear and of 

leather footwear in  the  entire CARICOM Region has been re-estimatod 

on the basis of a 3% rate  of  growth instead of a 2% rate of growth 

according to the previous   study.    This attempt was mnde  since  the 

present available  data on  the  consumption of footwear are  indicating 

a rate of growth which  is  much closer to  3% rather than 2%. 

Tables  3  and 4  show   these estimated projections  for 1971 - 

I960 taking 1967 as base  year. 

TAJLEJ3 

PROJECTED  CONSUMPTION OF  ALL TYPES, OF F00_TWEAR. 

IN CARIFTA/CARICOH REGION   (.19.7.1 r-J^gR). 

Base Year 1967 • 10,000 ( 000 pairs) 

1971 ¡   1372   I   1973 

11,255 11,593111,941 

1978  |   1979 1980 .1974       19' 5 j   1976  j   1977 

12,299I 12,ri6fl|i:i, 048113,439  13, Ü42¡ 14,2581 14,685 

 !      ¡......J J J J. 

Rate of growth     3/J 

TADLE 4 

PROJECTED CONSUMPTION Of J-EAfiíR. FJOTWEAJl 

IN CARIFTA/CARICOM REG ION .(.1.9.71 _- lgBOl 

Base Year 1967 - 3,450 

1974 

4,243 

1975 I 1976 ! 1977 J 1978 ' 1979 I 

\ 

(000 pairs) 

1980 

•1- 
4,370  j/!¿501  |4,637 ¡4,776 : 4,919    5,066 

 I J. I U 1  
Rate  of growth     3% 



5. 

Tabic 3 shows that the projected consumption of nil typos of 

footwear in the entire CARICOM Region by 1980 would be about 14,700,000 

pairs instead of 12,950,000 pairs, as estimated in the previous study 

which was baaod on a 2%  rate of growth. 

Tabic 4 shows that the projected consumption of leather 

footwear in tho CARICOM Region would be about 5,100,000 pairs by 1980 

instead of 4,8ü0,000 pairs as estimated in the previous -;tudy which 

was baaed on a 2%  rate of growth.  In this ca^o the balance between 

the total demand of 5,100,000 pairs in I960 (based on 3'/: rate of growth) 

and the total available production capacities in the Region in 1976 

(ae given in the previous study), will be about 1,500,000 pairs, 

instead of 1,200,000 pairs (if based nn 2%  rate of growth). 

Th . deficit production capacity of 1,500,000 pairs of leather 

footwear in the CARICOM Region by 1900 could, therefore; bo included 

in the Regional Long-term Plan in the form of several footwear projects 

to be established in different locations in the Region, 

JL.-V.ln. the LDCs 

The projected consumption of the LDCs of all types of footwear 

and of leather footwear vir.r.  al„.o er. tima ted on the basis of 3% rate of 

.growth. 

Tablea 5 and 6 show these estimates for 1971 - 1930 taking 

1967 as base year. 

However, for the sake of comparison with the estimates given 

in the previous study, estimates of the projected consumption of all 

types of footwear and of leather footwear in the LDCs were also made 

on the basis of 2%  rate of growth,. 

/Tables 5n ... 



6. 

Tables 5a and 6a show these estimates far 1971 - I960, It 

is the opinion of the Advisor that datn givon in Tables 5 and 6, based 

on 3%  rato of growth, are the mero likely possiblo projections. 

imLA 

PROJECTED CONSUMPTION OF ALL TYPES 

W.  FOOTWEAR IN THE LDCs (1971 - 1980) 

Bnsc year 1967 » 1304 

1971 
T 

1972 ; 1973 { 1974 | 1975 \   1976 \   1977 

(000 pairs) 
-, ,  

1970 ¡ 1979 j 19B0 
 i. -••4.. •> 

1701  1752 J 1805 
j     t 

1859  |   1915   ! 

 1 I 
Rate  of growth    3% 

I&ULJta 

PROJECTED CONSUMPTION OF  ALL TYPES OF 

FOOTWEAR   IN THE   LDCc   (1971 - 1980) 

Base yenr 1967 • 1304 (000 pairs) 

1971 1972 

1440 

1P73 1974 1975 1976 | 1977 Í970 1979 1980 

1411 1469 1498 152B 1558 1590 1621 1654 1687 

Rato of growth    256 

/lÄÜJLi. ••< 
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TABLE  6 

flMCTEP CONSUMPTION 0£ LEATHER FOOTWEAR 

IN THE  LDCs  |1971 -.A^IP.) 

Base  year 1967 «616 (000 pairs) 

1971 

693 

1972 

714 

1973       1974   I  1975    j .1976      1977      197P       1979 |    19Q0 

736 I I 
750   |     7CO    !     304 826 905 

Rate  of qrowth    396 

IABLf...fi¿ 

¿ROJECTED CQiJSyjiPJ.ION  UF  .LEATHER FOOTWEAR 

Hi THE LDCa   (1971 - .19Ü0J. 

Base  year 1967 • 616 

1976 

736 

(000 pair3) 

T 
1977      1970   |   1979 

 I  
751        líe   \     781 

1980 

797 

Rate   of growth    2>b 

/m. ... 



8. 

«I-    R&pCALCULhTIDN OF THE RATF HF HFTHRfj m TAPTT^   m 

THE  PROPOSED TWO  i ROJECT5 FDR THE LDCa.   ASSUMING A 

LOAN   INTEREST  QF   flft 

At the request  of  the First Mseting of the Working 

Party of CARICOM  Industrial  Planner-,   the   Senior Adviser re- 

calculated  the Rate jf Return   3n Cnpit.-il,   n;isuming 5% Loan 

Interüst,   in the CEIQL- .-..f  the  proposed TWJ  P.r jects  far the LDCs 

previously  studied by him. 

Tabic 7 shows  thu  Operating C-jstb   -ind  Benefits  fcr 

Project 1   (48,000 p-irs  p^r  annum)   in the  bntsis  of n lonn 

interest of Sfl.fr^É»*»—é—éMéMI  m   >   • fatte—a»nÉ«^^, 



9. 

JJìBLLJ. 

PROJECT   1   :   (46.QUO   paira¿nnrui:r:)_ 

OPCRATI.JG' CÜST5 ...NID   0ENEFTT5 

(Assuming 100% Production  ^nd  Snli,- .E/ficiuncv) 

' (USÏ000) 

Ycnr Mnterinls 

Overhead 

(Othar input;:;) Labour 

Tct-l 

Incuta Sales' 
Operating 
Cr.'j'i   Fl.TW 

1 94 73.'i 56 223.5 162 (61.5) 

2 •  94 73.5 56 223.5 243 19.5 

3 125.5 7 2.5 56 255 324 69.D 

4 125.5 73.5 56 

u , 
56 

•:'15 324 G 9.0 

5 125. S 73.5 TV", r_ J..I 3:-. 4 63.0 

6 125.5 73.5 
j 

56 
... . . . .. 

255 324 

324 

69.0 

7 125.5 73.5 
• 

1  ./, 2 55 69. Ü 

8 125.5 73.5    j 56 :j55 32^ 69.0 

9 125.5 73.5 56 2 55 324 69. J 

10 125.5 73.5 .'j 6 2 55 324 69. G 

NOTES:     1.    Durino  thci  first yjor 75^0 nf  r..-w r.;.t.:ri.-'l;j  ::r;    us.'d 
and  100% L:bcur  iù onu.igt'i  wit:.   50% sal.:-j   nc .licvc-d. 

2. During  the  second yunr  75.,  of  raw moteri ..Is  nru  used 
and  100% labour  is  ong igcd  witli  75V, snlus   nchiev^d. 

3. During  the third yen  10050 production   and  3c,lo_- 
cifficicncy nchiovud. 

Tho  following Tnblu  3  shown the  Amortization  of Loan of 

US8160,000 at But for Pr-ijoct 1. 
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TABLE  8 

PROJECT 1  l   AMORTIZATION  UF LOAN OF  U5I160.ÜOO 

AT  Bvó INTERET 

(U33000) 

Year Intcrost prinr.i^il Total B--In ne e 

D 6.0 - 6.G lßn.c; 

1 12.8 - 12.? 160. G 

2 12. S3 15.0 27. G 14 5.0 

3 11.6 16.? 27.0 120. ri 

4 10.3 ' •     17.5 "í7.8 111.3 

5 0.9 18.9 27.3 •-JÏ.4 

6 7.4 20.4 27.a 72. C 

7 5.8 ¿.?.n' 2 7.0 5Ü.0 

26.2 

-0- 

8 4.0 C. J . <J 27.0 

9 2.1 26.2 ? H. 3 

1Ü - - 

NOTE.:     Loen  of  USÍ5l6D,üuO   -it  G/S intur.-.t  oí which  U5:75,0'JC  io 
uoad  in  yaor 0 wit!.   2  yLnrs  Mor,'tnriuin  r.nci   U3^df),000   io 
Uüüd  in   ycr.r  1  with   1  yenr Mo m to ?ium.     Rcpoyniunt  nf 
Principol   üVüT  0  yc^rs   thercofter. 

The following T-ble 9 shows thu Ccpit:l Cost and Nut Co3h Flow 

far Project 1 on thu s .ino bonis of 8?í. The Noto of Roturn in this cor.c 

is  B%. 
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Tablu 10 shows Opuntia', 

the snme basis of B%  intcircct. 

:nd Btnefits far Prnjuct 2 an 

TAuLC 10 

PROJECT 2  t  Oper Íine Cuat3   :nd flün:-fitü 

(Assuming  lOO/ó Producta un   ' nd   Srlcs   Efficiuncy) 

( limono) 

Year Materials 
Overhcicrls 

(Other innuts) 

I 
!     Tot-il 

Labour         Inputs Sn les 
Qpurctinrj 
Ccòh  Flow 

1 188 105 112 405 324 

40ô 

(81.0) 

2 138 1Q5 112 405 81.0 

3 251 105 

• ' ~"~ "" 

112 46fl 648 180.0 

4 251 105 
1 

112 •-,68 64ri lflO.O 

5 

 1 
i 

251        1              105 
 "' 1 

11?      !        468 ; 
I       130.n 

NOTES« 1.    Durinq   the first  yc-nr  T'% of rc¡vi m .terinlL   r.rc.  us-d 

nriti  100/) Ic-.br.'ur  is  ;;¡riijr.¿Jjd  with  5U%  S^IL.T   achieved. 

?..    During   the necand  y,:ar  75"7o >M"  rr.w i.mteriTlg  nrc  uat:d 

and   lOOH labour  ic  eng-.ncr!  vj.ith  15%  snlus  cchi?vod. 

3.    Durinn   the.   third  yL'ïr   on; nrd  100/o production cinri  snluc 

officitney nchiov.id. 

The following Tnblü  11 sh.iwn  thu  Amortization  of Lcrin of 

USÎ231.000 nt 8^ inturt¡at. 
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TABU 

PROJECT 2   t Amortization of Lj-.n  of U.SÌ231.QOO n-fr 

ñj Intwrua.t 

(IJSfOOU) 

Ycnr Interest Principal TotPl B llanca 

0 6.0 - 6,0 2 3.1.0 

1 1B.5 - lfl.5 ?31.0 

2 10.5 51.2 *      69.7 17r'.fl 

3 14.4 55,3 69.7 124. r> 

4 10.0 59.7 C9.7 LH.B 

5 5.2 6-;. 8 70. D -0- 

NOTE»     Loan of U5Î?31,000  -it Tjí in frörest   nf which  UT.Ï75,00D 
is  used  in yonr  0  with 2 yc.rs  Mor. torium  rnd 
USîSl5f5,0ÛD  is   usnd  in ycc.r  1  witli  1 ycer Morntorium 
R op ay mont   of   Principal  ov;r   4  yearn tlif.Tueftcr. 

Tha  following  Tr-blc  12 sh.tws  the  Capitol" C'sts   and  Nut 

C-iah Flow for Projñct 2  an  t\v:.  Game bnsin   .if  U# interest.     The 

Hits of Return  on Cipitr.l   in   this enso  is  10^. 
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15. 

The Amortization nf Loan of 1)53231,000 and the Rate of Roturn 

on Capital have also boon calculated en the baais of a 6$ Loan Interest 

on account if the fact that the lif. -time ..if Projact 2 is shorter than 

Project 1 (only 5 yonrs). 

fable 13 ahr-wr, the Amortizatian af Loan of 1)555231,000 at 

6%  interest. The Rate of Return un  Capital in this casa is ll'/í as shown 

in Table 14. 

PROJECT 2 > AMORTIZATION OF LOAN OF U5S231.000 AT 

6%  INTEREST 

(U' OTO) 

Year Interest Principal Totr.1 Balance 

0 4.5 - 4.5 

13.9 

231.0 

1 13.9 - 231.0 

2 13.9 52. B 66.7 17R.2 

3 10.7 5u.û 66.7 122.2 

4 7.3 59.4 66.7 62.8 

5 3.8 62.8 66.6 -D- 

NOW I Loan of US$231,000 at 6Z intoroit, of which US$75,000 is utod 
In y«*r 0 with 2 y«ar« Horatorlua and US$156,000 is usod In 
yoar 1 with 1 yaar Moratoriua.    Rapayaant of Principal ovar 
4 yaara tharaaftar. 
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17. 

IV.     CALCULATION OF  THE  LOCAL VALUE ADDED DY   THE  PROJECTS PROPOSED 
FOÜTTHE LDCs  ANÏÏ'DE TER iTlNATI ON OF  THE  TAX ! i'J LID A Y 

Thir, calculation was made far the:  proposed Projects  1 and 2 

as  shown in Tablc3 15   and XC.     In both projects  the unweighted as well 

oc   thn weighted  Local Vnluo  Added  ir, above   50/'. 

Therefore,   the T; x Holiday to which either project may bo 

eligible under the  Harmonization of Fi'jcnl Incentives  Scherno  is 

15 yours, 

TABLE  l'i 

CALCUL,\TIC1N UF  Ti ¡E, LOCAL. VALUE. JipJO ¿N£ 

TAX HOLIDAY  FOR .PROJECT .1 PRDPUrO  FOR  THE  LDCl 

U§Í 
Totnl Ex-Fnctory Salon 

Deduct» 

A«     Payments made   in  respect  of i 

(i)     Coot of  raw materials,   fuels,   components  and 
raw material content  of  locally  pr:;.''uccd 
components   imported   from r.utsinV.  CAR I COM 

(ii)     Salaries   .and   wage.:'   /niH   t-   non-CARICOM 
natiana1B 

Factory ¡•hnro.er        $i:-.f0nu 
Production Tr.-dner %  ri, 000 

(iii)   Profita  nnd  dividende     aid to  non-C/.RICOM 
Residents 

(iv)     Interest  (does  net  include  interest  paid to * 
a Resident  Dranch  nr  .uiency of  a  Bank  not 
Resident  in  a CARICOM  Country) 

(v) 
(vi) 

(vii) 
(viii) 

(i*) 

(x) 

Management  Charq 
Royalties 

Licences 
Fens 

) Poid or nocruinn to 
) persone  or  companies 
) not resident  in  a 

Prtfessionnl Sorviccs j CARICOM Country 

Othcjr Payments ) 
Totnl Payments   (A) 

USI 
324,000 

B«     Depreciation of  imported plant, machinery^ 
equipment and  spare parts 

Total Deductions 

Excess   (Total Sales - Total Deductions) 

! 

125,500 

20,000 i 

145,500 ; 

7.500 

153,000 

171,000 

/Lacnl   ... 



lfl. 

TABLE 15 (cont'd) 

Local Vnluo Added 

-  in, ooo  x   100 u        2H 
324,000 S¿,B5i 

Local Labour Weighting  (according  to  agreed upon concept in CARICOM) 

-   K,OOO >  loo m            % 
324,000 Ar,J* 

Weightod Local Value Added 

- 52,8 X ftOP t J»7l3rá) .  61.9^ 
100 

Sineo the Weighted Locnl V^luc Arided is moro  thnn 50?S of the Value 

of Ex-Factory Solos, 

therefore,  with respect to the H-rmonizntion of Fiscal Incentivas 

Scheme  of CARICOM,   this project belongs   ir; Group  I   Industrios,  and 

will be  eligible  for a relief i_-om Tix  nnd Customs Duties   (hnliday) 

for 15 years. 

/Table 12   .«. 
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. ( JMLJá 

CALCULATION OF THE. LOCAL VALLE.ADJ^fi 

f]W TAX HOLIDAY  FOR PROJLCT  2   PROPOSED FOR  THE  LDÇ3 

USI 

Total Ex-Fnctory Sales 

Deduct» 

A.    PaymentE mado in respect of: 

(i)        Cost of raw  mntcri;,!:-,   fuel;:.,  corrmonentn  and 
rriw nviterial  content  nf  locnlly produced 
components  imparted  from  outside  DRICOM 

(ii)        Salaries  nnd   wanes  pnid   tc:   non-CARICOM 
nntion::ls 

Fnctory Manager $12,000 
Production  Trainer    ¿  G,000 

(iii)       Profita  and  dividends  pnid   to  non-CARICOM 
Residents 

(iv)        Interest   (docs  not  indurlo   internst pnid  to 
n Resident Branch or Agency of a Bank not 
rtesidont in   n CARICOM Country) 

Pr-id or accruing to 
persons ur companies 
not resident  in  n 
CA.1ICDM Country 

(v)        Management  Charges 

(vi)       Royalties 

(vii)     Licences 

(viii)     FCJCS 

(ix)     Professional  Services 

(x)     Other Payments 

Totnl  Payments   (A) 

B,     Depreciation  "f   imported  pl?nt,   machinery, 
equipment nnri  spnrc p-.rts 

Totnl Deductions 

Excess   (Total S <lcs  - T0tnl Deductions) 

US| 

646,000 

251,000 

20,000 

_= I 

271,000 

15,000 

286,000 

362,000 

/Locnl Value  ,.« 



20. 

lâSULlfi (eont'd) 

Loeni Valuó Addod 

362.POO   x    100 
648* 55.9$ 

Local Labour Weighting  (according to   .greed upon concept in CAR I COM) 

-    uLOfl2-x_i2û 
648,000 -      17.3% 

Weighted  Local V'lue Addud 

5j,°fr   x. (100 t \ltm      .      65 c% 
648,000 ",D* 

Sincn tho Weighted Locnl Value Added ia more thnn 50% of the Vnluo 

of Ex-Frjctory 5.¡los, 

thorefore,  with respect to the Hr.mcjnincition of Fiscal  Incentive 

Scherno of C,',RIC0M,   this  project bülrjngs  to Group  I Industries,  nnd 

will be  eligible for n relief from Tnx nnd Customs Duties   (holiday) 

for 15 years. 
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