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INTRODUCTION AND_ SUMIARY

A previous ztudy on Footwear Industry in the CARIFTA/CARICOM
Regicn was carried out by the UNIDO Senior Industrial Adviser zssigned
to CARICOM Secrctariat, giving special'aftention to the intercsts of
the LDCs,

Houever, in the First Meeting-of the Working Party of CARICOM
Industrial Planners held in Barbados on 3rd - 4th f:ptember, 1974, the
meeting requested the UNIDD Senior Adviser to investigote the following

additional pointst

(a) to calculate separatc consumption figures for
the LDCs since their market can effectively

be reqgarded as a subercgional market;

(b) to re-calculate the Ratc of Return on Capital,

assuming a loan interest of B8%;

(c) to calculate the Local Value Added by the project
proposcd for the LDCs and to determine the Tax j
Heliday to which the project may be eligible
under the Harmonication of Fiscal Incentives

Scheme, {

The investination of the above three points wns, thorefcre |
cnrried out, especitlly that CARICOM Sccretari~t considercd this n first 1
priority.

In addition, the UNIDO Senior Adviser made ncw estimates for
the projected consumption or demand of leathcr footwear by 1980 in the
CARICOM Region and the ZCCM Sub-region on the basis of a 3% Ratc of

Growth instead of the previous estimate bascd on a 2% rato,

The four points covering this additional study arc discussed
in the following,

/I. LN ]
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L. ION OF FOOTWEAR IN THE LDCs

The LDCe have nc foutucar production on an industrial scale
until present. Thercfore, the consumption of footwear in the LDCs

cen be reprcsented ac the imports less re-~cxports,

Table 1 shows the app:urent consumption of all types of
footwear in the LDCs (1967-70).

TABLE 3

APPARENT CONSUMPTION OF ALL TYPES
270)

(00G paire)

-.‘..---..-..l-m... - ..!.—.—-——T‘.~N-—~—-
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1967 1968 1969 1970

-

|
!

TOTAL IMPORTS

1313 960 2948% - 1721

TOTAL RE EXPORTS 9 19 13 L11%»

- —— g et

- .. ERI

-—

!
PR, . R .
APPARENT CONSUMPTION J 1304 941 i 2935*% | 1710%+ i
*  Imports of 1969 wiro purticularly higher than actual demand

as explaincd before in the previsus Study on Footwear
Industry in CARIFTA/CARICOA.

Data on Rceuxport of most of the LDCs in 1970, arc not
available, and therefore the apparcnt concumption in 1970
would accordingly be higher than the actual demand in that
year, although considerably less than the abnormal yuar 1969,

S - - emn. - -.-.—..{...-.. LIEIRRY T ... ' -
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Table 2 shows also tho apparent consumption of leather
footwear in the LDCs (1967-69), |

TABLE 2

APPARENT CONSUMPTION OF LEATHER FOQTWEAR
N THE LDCS (1967=1963) |

(000 pairs)

* Imports of 1J63 wcre porticularly hichexr than actual

demand as cxplained before inm the provious Study on
Footwear Industry in C/RIFTA/C’RICOM,

/ll‘ s00

‘r«..a.-‘ -‘.'--.-' e ea s w @ e B s M s 4 e T v BAbiERE - e e 24T B B P s & b e B s e v eem - |
1967 J 19686 1969 |
- mm e e — e - } ——— |
: : ! \
TOTAL IMPORTS 621" © 554 79g% 4
' : |
TOTLL RE EXPORTS 7 ‘ 17 4 |
I
IR ISR SO DR
APPARENT CONSUMPTION 616 + 57T 794% |
- I I 1
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11. ESTIMATION OF PROJECTED CONSUMPTION OF. FOQTWEAR 11 CARICON
AND LDCs

A - In the CARICOM Region

The projected consumption of all types of footwcar and of
leather footwear in the cntirc CARICOM Region has becn rc-estimated
on the basis of a 3% rate of growth instcad of a 2% rate of growth
according to the previous study, This atiempt was made 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 thesc cstimated projections for 1971 =
1980 taking 1967 as base ycar,

TABLE 3

PROJECTED CONSUMPTION OF ALL TYPES OF FOOTWEAR
[N CARIFTA/CARICON REGION (1971 - 1980)

-~ s di————

Basc Year 1967 = 10,000 (900 pairs)

.;_...-‘.... [T . - . — - +.--....--..——.—q.-—....-..‘—.4..

¢ : i
| 12, d39'l",b42 14,258, 14,685

T
1971 ] 1972 | lq73 1974 l 19°5 § 1976 i 1977 l 1978 ‘ 1975 | 1980
- - .. ‘

11,258| 11,593, 11,941} 12, 2)9|12 h(niili, 048

] : 4 : l

* ‘ ¢
- a—— s emmen e - A wE $.8 2 s e - MM ew ®om e w % ¢+ B .M & mmemele o o o enunms

Rate of growth 37

TABLE 4

PROJECTED CONSUMPTION OF LEATIER FOOTWEAR

IN CARIFTA/CARICOM REGION (1271 - 1980)

Base Year 1967 = 3,450 (000 pairs)

1971 { 1972 | 1973 | 1974 | 1975 lQTC ' 1977 | 19783 19{;] 1980

3,803 14,000 |4,119 J.4,243 2,501 {4,637 14,776 ' 4,919 | 5,066

P e

-

B L
Ratc of growth 3%
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~ Table 3 shows that thc projected consumption of all typecs of
footwsar in thc entire CARICOM Region by 19680 would bec about 14,700,000
pairs inetead of 12,950,000 poirs, as estimated in the previous study

which was basod on a 2% ratc of growth,

Table 4 shows that the projccted consumption of leather
footwear in thc CARICOM Rcgion would be about 5,100,000 pairs by 198C
instead of 4,800,000 pairs as estimated in the previous ~tudy which
was based on a 2% ratec of growth, In this cace the balance between
the totai demand of 5,100,000 pairs in 1980 (based on 37 rate of growth)
and the total avnilable production capacitics in the Region in 1976
(as given in the previous study); will be about 1,500,000 pairs,

instead of 1,200,000 pairs (if bascd on 2/ rate of growth),

Th- deficit productinn capacity of 1,500,000 pairs of lecather
footwoar in the CARICOM Region by 1900 could, therefore, be included
in the Regional Long=-term Plan in the form of several footwear projects

to be established in diffecrent locations in the Renion.

B In the LDCs

The projectced consumption of the LDCs of ~ll types of footwear *
- dnd of leather footwear wee alio ectimated on the basis of 3% rate of

_growth,

Tablcs 5 and 6 show thcsc estimatee for 1971 = 1930 taking
1967 a8 base year,

However, for the sake of comparisen with the ectimates given
in the previous study, nstimates of the projccted consumption of all
typos of footwear and of leather footwnar in the LDCs were also made

on thc basis of 2% rate of growth,,

/Tablcs 5a XX
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.Tebles S5a and 6a show thesc cstimates for 1971 - 1380, It

is the opinion of the Adviser that data given in Tablus 5 and 6, based

on 3% rate of growth, are the mcro likcly possible projoctions,

JARLE S

PROJECTED CONSUMPTION OF ALL TYPES
OF FNOTWEAR IN THE LDCs (1971 - 1980)

Basc ycar 1967 = 1304 (000 pairs)

T--" -

| ) f r i 1
1971 | 1972 ; 1973 | 1974 | 1975 . 1970 | 1979 ¢ 1980

i

T R el aa. s

P 3 | | |
1468 Llsu J; _ !

1557 | 1604 : 1652 1855 ! 1915 |

L 1 ®

Rate of growth 3%

JABLE Jg

PROJECTED CONSUMPTION OF ALL TYPES OF
FOOTWEAR IN THE LDCz (1971 - 1980)

Bose year 1967 = 1304 (000 pairs)

P - @ g ama o -

T P
1971 | 1972 | 1973 ! 1974 19754171976 1977 ¢ 1578 ) 1979 | 1980

A N -‘..-'—.--r._—u}.—.

- e

-a - o n o e

1411 | 1440 | 1469 | 1498 | 1528 J 1558 1621 | 1654 | 1687

> S b ol

Rate of growth 2%




JASLE 6
PROJECTED CONSUMPTION OF LEATHER_FOOTWEAR
__N“Tj__ Ce (15971 = 1930)

Base ycar 1967 = 616 ' (000 pairs)

1071 | 1972 | 1973 | 1974 1975 31176 [1977 1978 1979[ 1980]

Y DR R - —
- .l e g
\
]

623 714 736 758

o =

780 404 l 82B| 853! 878 505
|

|

- R R . $ % -

Rate of qrowth 3%

TABLE. 63

PROJECTED CGNSUMFTION UF LEATHER FOOTWEAR

i THE Cs (1971 = 1940)

Base ycar 1967 = (16 (00C pairs)

- - - - - - '— - - e
1971 | 1372 t 1973 1974 11975 -[197( 1577 197J | 1979 | 1980

DR et ]

—b.._-

i r,.‘.-
667 | 680 | 694 | 708 | 722 | 736 | 751
|

1

| ...... Ao w oo o-avd

TEE | T8L{ 797

'

- ava & ..-L—-“-"-.---- - s W -

Rate of growth 2%
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111, RE- . RATE OF RETURD
IHE _PROPOSED TWQ FROJECTS FOR THE LDCs, ASSUMING A
WOAN INTEREST OF 8%

At the reoquest of the First Mceting of the Working
Party of CARICOM Industrial Planmnore, the Senior Adviser re-
caleculated the Rate of Return sn Capitnl, ausuming 8% Loan
Interost, in the case of the proposed Jwo Prjects fur the LDCs .

previously studied by him,

Table 7 shows the Opernting Coste ~nd Bencfits frr

Project 1 (48,000 p-irs pcr annum) In the basis of a loan

intercat of 8%, wiinkesapuwinsivtetetommentustutboviveshoatobs

LN ) [
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(48,000 puirs annum).
OPCRATLIG COSTS LD SELEFITS

LAggyming 1007 Production =nd Snluy Efficicn

(us?o0a)

) Overhcad Tetal Opirnting
Year| Materials (Other imputs)] Labour Inpues| Saleg | Crsh Flow
1 94 73454 56 223.5) 162 (61.5)

2 94 73.5 56 223.5) 243 13,5
3 125,5 72.5 56 255 324 63.0
" --4-- w-——l»— it . T oy ey
4 125.5 73.5 ! 56§ 80 324 19,0 t°
—— 4
5 125.5 73.5 T 257 34 65,0
R _
6 125.5 73.5 ¢ 254 324 69,0
7 125.5 73.5 1‘ 4 255 344 69.0
. i
8 125,.5 1545 56 755 324 o, "
9 125.5 73.9 i 56 205 32 6% .3
10 125,5 73.5 36 255 324 65.0
NOTES: 1. During the first yaor 75% of rou rotorisole 2 us.d

and 100% lobour is ongoaged witl S0% salss acaicved.

2, During the sccond yoar 75. of raw materi ls ~re used
and 100% laboux is engaged witlh 75% sales ochicvd.

3. During the third year 100% production and salos
cfficicney achicved.

The folloawing Table 8 shows the Amortization of Loan of
US$160,000 ot 8% for Prajeoct 1.
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TADLE

8

PROJECT 1 ¢ AMORTIZATION UF LOAN OF US3150,000

AT 8, INTERLST

(U5$000)
Yeoar Interest Princisnl Totzl B~1-nce
- —_— e n ——
0 GoU - ’ 6.0 160,
1 12.8 - 1.2 153,06
e e o]
2 : 12.9 15,0 27.50 145,0
3 11,6 16,2 27.8 128.0
-—a :-4 - - - —.-—‘--..0* )
4 10,3 . 17.5 7.8 111.3 Q
5 8.9 18.5 ?7.43 97 W4
6 7.4 ' 20.4 27.3 2.C
7 5.0 2,0 27.0 50,0
i - .= -
8 lals PRCINH 27.8 26,2
9 2 ; ?0.2 2H,3 -
rrm - emian e .L—- — e e e = i " o - vn. oo~
10 - - - -

~ o s —p ‘sq

NOTE: Loan of U3U160,000 % 8% intur.-. t o7 which UsonTs,nol is
used in yesr 0 witl 2 yoars Marotocime cnd U3%85,000 i
usid in yeor 1 with 1 year Moratocium, Repayment of

Principnl over 8 years there~fter.

The following Trble 9 shows the Capic:tl CastandNet Cosh Flow

The Rate +f Boturn in this cose

for Project 1 an the sme breis of 8%,

is B%o




11,

TABLE

:
~ —~ - ~~ 12.
Pl a3 o m N o VI =
) . . . . . . . . . e . |-
Zz c B N e S T N L L - ¢ @
4] m N 4 MmN (3 BN A YW £L . - .
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(=] H ;
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b £ . : B S N N - N N S« N N« oot © ial

g 8. 0 U O g N W W W g -

.. o A (- s

8 o O ’% c 9 PROJECT 2 s Oper-ting Custs :nd Ben-fits

0 o e e ’ Hal . . . - A

a2 . 3 Q (Assuming 100% Pruduction ~nd Soles Efficiency)

G 4 [ 3 Q

] = e I I v I s T 2 I I e B 2 . ::‘ a - {(Us:090)

. L] L] [ ] L] . L] L] . L] e

) e -, A = A A ~ ~ 4 G o

o - ° Qe momn e ) £ Q c ‘ .

= n o ¥ , Overhecds ! Totnl Opcroting

el b= . .
B v \ E 2 Year Materials (Other inputs) Laboux Inputs Snles Cosh Flow

] £ Q v -

I E -0 x T - ,
gl ° v O g N “ ' '

c c A £ M o 1 188 105 112 05 2 .
s & o v 0 . 405 324 (81.0)
A = o o o v 3]

+» S C o (T S T T T T N T . E D + - e e e e e e e
«| v G A C 10 wn ¥t n
ol 3 4 ) @ o w4 -3
3|3 S 3 2 . 2 198 105 112 405 4856 81.0
) C (&

¥ 5§ g |
o , . .
a8 S 5 3 251 105 112 468 648 180.0
B £ g £ £
u m h Q_ O ‘p A 2le + et .. ¥

e N f- 8] O - . . .

I e O I R S B T e S T T T N 4 251 105 112 168 6e 0

= . . [] . [] ‘r . .y :

3 LE O th ™m M Mm ™ @ M M e pid o 0 H : “ ! £ 180.0

; ezl W R 2 ,

d < g A g > © T }
8= 2 a 5o & | i
- 2 g5 a 5 251 105 112 468 647 130,49
- s opn § i ’
- 8 ;j . . -~ -— e L = )
A o )
- ) ~ o Q . . . .
Q 2 2 > £ NOTES: 1. During the first year 7°% of row moteriale -re us:d
= c A tn 9 o ~ ~- H E 3 and YO0% lebour is angeds i 50% ¢ achic
a 53 Co A :\g 29 ;. :7. lr; S - & "¢ 2 ind 100 Llebour is engaged with 50% soloc achicved.
& S - M oM oA NN N o g% & 2. During the sccond year 75% o0 row mnterials ore used
o “ E’,: 5 and 100% l~bour ie engarcd with 75% sales achioved,
o
- c A0 o : s .
5 ©Dd £ 3. Durinec the third yenr omeard 100% ponduction and sales
0 T : .
- 4 < . 4 . offdcicncy achicvaod,
] :
[ ‘?) (e [~ aJVE [T~ S < ¢ S o B —
J . . 3 . . . . . . . 1 o . . .
[GES NN oD e U2 TR S Y1 pec - N L)
+ -
fan—
L1
2o ‘ The following Table 11 shows the Amortization of Losn of
JQ =
# o 3 Q .
0l fpufiar = US$231,000 at B% intcrist,
Bl 0 A Mmoo wo~ o3 @D
> A o> .




(US$000)

NOTE:

Yoar Interest Principal Tat;i B::lance
‘0 6.0 - GoU 2710
1 18,5 :" 18.5 231.0
2 13,5 51.2 T GYa7 - 17%.8
B 3 14.4 "55.3 - 69,7 124.‘:;-“
4 10.0 5_9‘.‘7‘ (0.7 54.4
5 5.2 6o 8 70.0 -0~

Loan of US$231,000 at 3% intorest of which US%75,007
is used in year 0 with 2 yi.re Mor. tarium -nd

USB156,000 is used in yerr 1 with 1 ycor Morntorium
Repayment of Principal ovir 1 ycars theruefter.

The following Tobli 12 shows the Capitel Costs and Net

Crsh Flow for Praoject 2 un th: same basis 5T 8% interest, The

Rate of Rcturn on Copital in this chse is 109,
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* e —~ 8 - < - - ~ 5 - . The Amortization of Loan of U5S35231,000 and the Rzte of Return
w -
- . ’
g S E ‘g’ on Capital have also buzen calculated on the basis of o 6% Loan Interest
[and (j 4 (el . . : e A
g e g ' G S on account f the foct that the lifl -time .f Project 2 is sharter than
- v~ -~ 3 .
E; I :i U; “ :;. 3’ £ 5 & Project 1 (only 5 years).
r [ i
> 0 D os) o) = ® > Q c . \ . . o
g SG - - - - S 2 5 Table 13 shows the Amortizatiosn of Loan of US$231,00C ot
c e
3 K 5 : . : - s ’
g } g 2 6% intercct. The Rote of Rcturn wn Capital in this crse is 11% as shown
a 7} o w t~ ~ ~ 3 '>’ 9 o .
(] L] L] (] (] [ [
hr £ e~ -1 Q9 ‘0 (¥} [ou] H o } in Table 14,
W 2 0 a) ~ r~ ~ ~ R 0 2
@ - A w0 T
a L (Al
d ]
8 5 - TABLE 13
+ 8 = o (T
‘g C o [w 8 o N . “
o g _d v w | " - =] PROJECT 2 s AMORTIZATION OF LOAN OF US$231,000 AT
c sAEl s Ble 50 2
r p ™3 .
3 - S 6% INTEREST
orl S S 3] o o
+ o4 [= E
= i sy
3 5 | @
N o £ s E 0 f
) (=)
d g g % c f.. ¢ (UJQGGD)
{ 42 2o : 5 7 T
0 (an} Q o (o] (] ~ 13 E [ . .
= 5 S 3 : ‘rincipal Total Bolnnce
. . g b 5 3 w0 ~ ~ e ~ ' 4 ¢ o . c . Yecr Intecrest Frincip c
c [ o (s} < r
o 5 e + H [}
: ¥ 3 <8 & 4.5 231,0
2 T 2 - C>.l’ 2 0 445 - ol .
s 3 £ T’ __._.‘,___,__lr_‘.,_..,.._._._,.........,_44-,. R R SR [ VP p—
9] 0 Q o'
~ g -S * 1 4 3
1) f3 v ® ~ i,., l 13.9 - 1309 231.
o &) 0
N £ A 1 N ) N~ © — ) > W )
(S ] | | . . . . o (=] s n -+
5 § 5 Ae e v ffg 18
0 : Lz "
! A T 2 2 66,7 178.2
] a N ZE e 2 13.9 52,8 .
o " 0
x ) -~ A ————m
a o | g 4 504
0 -t . 2
» % 4% E 3 10.7 50,0 66.7 122,2
0] + 0 L
r [ow] tn n <t [ o -~ C ‘= Q - oo
Q0 . . . . . M - 0 o )
[ S5 Q4 |d (4| || Fl§ 37 2 @ |
= 4 7.3 59,4 66.7 62.8
L] [ ] L]
~ o (3]
T a 5 ' 3.8 62.8 66.6 -0
H 3 0 .
1Y} [sn] ~ o [38] <t 'y} mn 2 (}7 ! -
) > il = ‘ -
0 > =]
- N NOTEs Loan of US$231,000 at 6% interest, of which US$75,000 is used
) * in year O with 2 years Moratorium and US$156,000 is used in

year 1 with 1 year Moratorium. Repayment of Principal over
4 years thereafter,
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V. CALCULATION OF THE LOCAL VALUE ADDED DY, THC, PROJECTS PROPOSED
FOR THE LDCe AMD DETER:(IN/TION OF THE TiX §iuLIDAY

Thic calcul. .tion was made for tho proposed Projects 1 and 2
as shown in Tables 15 and 1%, In both projucts the unweightcd as well

as the weighted Local Valuc Added is above 50,

Thercfore, the Tex Holiday to which cither project may be

eligiblc undor the Hermonkzation of Fiscal Incentives Scheme is

15 yoars,
TABLE 15
CALCULATION L THE LOCAL VALUE ADNED AND
TAX_HOLIDAY FOR PROJECT 1 PROPUSED FOR T, iE_LDCS
us$ uss
. Totnl Ex=Factory Snles i 324,000
]
Deduct: :
' Ae. Payments made in rospect ofs i |
(i) Cost of row matrrinls, fuels, componenis and
raw material eontent of locnlly pruciuccd :
components imporicd from rutcidc CARICOM v 125,500
i
(ii) Salarice and wages aid to non=CARICOM X
nationals ; ;
Factory Mancaur $12, 000 - :
Production Troiner 3 8,000 . 20,000
(iii) Profite and dividends nid to non-C/iRICOM f
Residents . - X
(iv) Intercst (docs not inelude intorest paid to X
a Rusident Dranch or agoncy of a Benk not : s
Resident in o CARICOM Country) : -
i
. (v) Managemunt Chorges ) ‘ -
(vi) Royaltics ) . - .
(vii) Licenccs ) Paid or arcruing to | -
cioy e ) porsons or conpanics
(v:u'i') Fu)s L . ) not resident in o X - {
(ix)  Professional Sorvices ) [ pICOM Country . - ;
‘ (x) Other Payments ) ! - |
Total Paymenis (A) | 145,500
1
' Be Deprcciation of imported plant, machinery, i
cquipment and sparce parts i 1,300
Total Deductions ' 153,000
Excess (Total Salcs = Totnl Deductions) E 171,000

/Lf‘C(’.l e
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IABLE 15 (cont'd)

Local Value Added

= 171,000 100

324,000 = 5284

Local Labour Wecighting (according to agreed upon conecpt in CARICOM)

- 000 100

324,000 1743%

Weightuod Local Valuc Added

" ala li t dladid 61,97

8ineco the Woighted Local V-luc Added is more than 50% of the Value
of Ex=Factory Salcs,

therefore, with respect to the H-rmonization of Fiscnl Incentives
Scheme of C/RICOM, this projcct belongs in Group I Industrics, and
will bc cligible for a rclicf foom Tax and Customs Dutics (holiday)

for 15 ycars,

/Tablu ]:2 ss e




. CALCULATION OF THE LOCAL VALUE ADDED

Y S met e R

AND TAX HOLIDAY FOP_PROJCT. 2 PROPOSED FOR THE LDCs

vss | s

Total Ex=Factory Sazles 648,000
Deducts

A, Paymcnts mado in respect ofs

- —

(i) Cost of raw matcrisls, fucle, components and
rraw matcrial contocnt of locally produccd

components imported from outside CARICOM 251,000
(ii) Snlarics and wanes pnid to non=CARICOM
nation:ls
Factory Manager $12,000 H
Production Traincr . 0,000 ZD,DDO:
(1iidi) Profics and dividunds paid to non=CARICOM .
. Residents - i
. (iv) Intcrost (does not include interest paid to
' a Reaident Branch or Agerey of o Bank nat
Ausident in o CARICOM Country) -
! (v) Manngement Ch-rges ) -
(vi)  Royaltics P-id or n~ccruing to -

prrsons or companics

vii) Licecnces . .
( not rcsident in o

(viii) Feos

Y U N Nt NP et”

1

o

CARICOM Country |

(ix) Professional Services . -

(x) Othcr Paymcnte .

Total Payments (h) 271,000

B, Decpreciation ~f importcd plant, machincry,

cquipment and sparc ports 15,000
® Total Deductions 286,000
Excess (Total S:les = Total Deductinne) 362,000

/Local Value eee
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TABLE 16 (cont'd) '

Local Value /dded

- 1&%5..}20. = 55,9%

Local Labour Wecighting (according to -grecd upon conccpt in CARICOM)

~ 112,000 x 100
648,000 = 1T.3%

Weighted Local Voluc Added

= _5_2.9& X'_ ‘100 : ;i.;z!
648,000 = 6564

Sinco the Veighted Local Velue Added is morc than S50% of thce Value

of Ex=Factory S.lcs,

thorefore, with respect to the Harmounizotinn of Fiscal Incentives
Schome of C,RICOM, this project bulongs to Group I Industrics, and
will be <1ligible for n rclicf from Tox and Customs Dutics (holiday)

for 15 ycors,
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