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RITROQUCTION

The shoe induetry in the Philippines,
ie !ulnz many problems which can bc solved by
intense financing and saome tochnical assistances:
it is not different from other industries in the
same or other doveloping Countries.

The shoe manufacturina in Marikina and
elsevhorc in Philippinc is basicly a cottagc
industry, however production is htgh and quality
i good. It wall covers thc need © local
CONSURCTES .

Therae ire areat possibilitics of dcvelop
ment espocially in exporting to thc United States
of Amcrica but this vill be only possiblc after
further improvoment and cfficicney.

Having a rcasonable large local market,
and abundant skillcd labour, it should be conside
god as a grsat advantage to reach thusc objects.

Production for thc cxport or for the
jocal market canmot bo dissociated.
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BRIEF SUMMARY OF MR, SPAGLIARDI'S ACTIVITIES

NCQUZ INTANCE ON THE WORK

The uxrert took residence in Marikina, Rizal,
a town 18 kil meters enst . f Manila. His
assigncment was t 1ssist t Marikina Shce Trade
C. mmiesi n, 1 local G vernment agency £ r sh ¢
industry, by way f facilitzting its w rk.

The h st tcwn, led by May I Osmuncd . Je
Gusgman, Chairman . f the Marikina Shoe Trade
C-mmissi-n, (M.S.T.C. as will be called afterwards)
provided clerical assistanCe, a reas nable
transncrtati-n and driver, and - ther things ¢t
enable the expert t perf rm his assignment f£or
the bencfit £ the gh:.w-industry.

The expert received full c.-operation from
the Commissi. n, which in turn received the suppert
and cc--peration o f the Majority - f the tewn's
shoemakers. This c -.peraticn would disceurage
any problem which may arisc, that might interrupt
the implementati.n f objectives.

INITIAL STAGE OF THE PROJECT

The expert immediately began an active wcrk
on his commissicn. He ¢xtended assistance promptly
whenever and wherever neCessary. shce manufacturers
never received helpful instructicns con installation
of machines which have been jdle for a long time,
and instructicns ~n their cperaticns, advices on
modern shce production, fashicn (in other parts
~f the world) designs, last fittings and
standardization cf sizes.

The expert had soume meetings with Mr.

W.R. Jones, the Senlor Industrial Adviser ¢f the
U.N.I.D.O. to inform him carefully on Marikina
situation.

Mr. Jones, Mr. llarding, the Resident Repre
sentative of U.N.I.D.O. with the uxpert Mr. Spaqliard#
paid many visits to shoe-factories, to have a
correct kncwledge of all prcblems.

We give here below a list of the shoe
factories visited, grouped Der town.
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He Dulped ¢t 8 lve the vari us 1 bl s
the sh v incCustry, repairce malfuncti nico
machinus, and rendered advice n the ¢ ezl
prcblems ¢ nf rting the sh « itndustry.

In ¢ - puerati n with the MSTC he ¢ vtachto
the 1o cal traue ttachés, financing °n 1o ing
companice, sh o «Xp rters anc aguente o roor t
.rganige anc finince the pr jectid o rtotion
€ £ . twear, the main aim £ thoe 1 oot

During s.m. Mectings with the undert k. rs,
wich want t c<stablish new sh o foct rics, . J11Ve
full technical anu c mmercial inf rmati n t heln
them. In this ficld rised a gret int rost n.
theref re there is 1 well £ounced b th.t 3 mu
f-ct ries can boe builded w in 3 sh ort tine 28 o
dircvcet ¢ nsequence - f the oxrert missa n.

With this grcat need, the nresence f In
expert was  f an immensc value.

SKILL POTEUTIALILY

In his 'wrs nal visit t the show facw rius,
he found highly skilled workers in the sh o
manufacturing busincss. He discveredo 1 hiagh level
or degree - £ ospecializati n, which hs boen made
ncssible nly after a long jers nal oxperionce.

He n ticed that no sch. 1 fully dev ted t
the shc¢ industry has been cestablishol u the
nresent.

Alth ugh this has bcen the case, Philij»in.s
far surrass the level f specialization exnected
from them by the cxpert. Based on this sh wing,
the expert .pines, if thetir skill c.uld nly be
directed properly, technically and business wise,
the Philipnines could be expected to b "mong
the leading Cruntries in the werl! ir the
manufacture and export of gquality footwear i nig
Aquantities, within six or eight years.

It is certain to find itseclf compoting
succesfully in the werld shoe market witih Ttaly.
United Kingcdom, Snain and others, if scme
entrevrencurs or manufacturers would tole dventige
of the skill of their workers and local concicions
with the introcduction of modern machinurios.

Moreover, compared with other Hoticoms cthero
the level of skill is lower (but highly - ~id]
Philipninos could easily crcel in crafhwe ngbh e
uncommonly found in some nations. This "c
factor that will help beost in this indroty.




Losing ProspectivL buyers andl marketo.

QUALITIES OF PROLUCTS q

Fo.o twoear monufcturing, tn the brve 1 7
PreCuce s g x ' sh 8,

H wever, because the finiahing ¢ uches
Wwplie t the sh o, 7 coprlly nothe i1 s 0
heels ano its bott m arte, e n with *h us
£ han 8 an. rudimentyry anmuttble o ot
machineries, the 't twear te not ottractive, N t

unif ‘rm, ana tenus t cimrust the InCcte 18 fin 8 .08, H

This Jd.ficiency, ¢ mm p ng the ah
gacturies In Marikin, refiocts the | <h M
michinerices [ suit '‘bl. t is5.

Tride nims n ther m:rks ¢ nt v« N
the 8 lus. The marks usuilly «mbcssco AN ' T SN
shcule lor alse -0 the & les t o ALt CtIVONUES

~n. beauty t thue sh us.

Reqar'ing unif rmity, the «ficiency 218
mainly ' n the fmoerfoecte! hones f the v rkurs,
as he begins 1n. finishes the sh s by hansoif.

ioth ugh thoe up «rs ro fr m the same ; ttan
anc assumbloc nothe sam 1ast, unmif rmity
depends entire.y n the fin-l hawdling of th
footwoir.

Of c.urse, sh « st s creten Tt hove
ungf rmity in "r lucts. C-nai. oring o ssible
ex;crtation, unifc rmity :r biuems sh ulc Do met an.
solven ccorlingly.

SHOEMIKING_COMMUNITY OF M/.RIKIN:

e e

The expert fully re~lizes and g recites
the love sclidarity an. c —-.jerati-n monc the
shoe manufacturers in q~rikina. They re trying
to werk cut together in unity as ' m el community
sulving the yroblems . f the shoc inctustyy with
the guicance an! supjort of the Marikin sho oo Trade
CUMiBBi(‘n.

put, viewced by 1n uXxrert, this 18} SRLIUNE R ig
actunlly producing negative results f r the shoe
{ndustry. Shoumakors have a roduced oppe rtunity
to be creative in (desians and atylee in - froc
combetitive market. One's Jusigns (r stylos are
usually duplicatedt by Lther fellcw shoo
manufacturcrs.

This ~ls.. apnlies to the method  f cAnstru(ti~n#

Wwith this manner of procuction and lack 1
competition, potential buyurs are nt attroctoc
by the footwear nroduced. Hence, manuf~ctureve are

M




1. ohould be mum that tc produes
different otyles of , avaslability of

different leather t Leportancs. But
seoeuss f Nigh tariff duty ch pmport leather
and lask of finances, shue sonufacturers cannct
affort t¢ sclve their leather rroblems.

The oapert hau Bany sectinge with Narikine
Shos Trade Commiseich Saposents and Governmudt
offtetals to Lmpeove And revise the proposed
projest.

The 208itance ARC &JVising woths, AS pef

LA FUOtiOn Fegeived, Wele regulazly brought
. The sanufacturers will realine
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DIVISION OF SHOE 1hJ:.~ ° N ?ou TO0 WMALL
MTRAPRIGAS Mip G031 . T U )
wee o 0 .+ - ¢ ahoo .nterprines in
Magikdr ut v hy orox IR the firms which
ooula be cl -ntrie i o fretort. s whete 1t 18
possi lu 1o xAT voap ctivities,
"mony - o Yoo ~1.crly e £2iPg DOV

wWegrce. Tt v o oriontetad towrd {ull m chan
gatior . wod rrotochntcu but with gre ot dt!fi
cultis .

hoaever . one ~f th.onm 1t scems to miRke SOM
prOTE. 88 8.

ply to thee. °° firms podorn techniques
esn b ali o nd (vintutl hoips from L.4.1.D0.0.
or privat. investm nte cou.d aive - positiv.
rueuit.

At pret nt, (t is possible tO MIky BBLBEy
AcAte only cr bov  pentionow 70 factori. s 18
the oth.re. s ti , r. 0of Vvery smill cimuensions,
do not iv: Ry At to the shou - fndustry.

~hese 70 snoc-factories, re ° f-mily businces
but not 11 nemb. ra of family ~r. «ngageu in this
activity.

They ‘ru r tuer small and disorganis.d,
tpeufficiuntly cauimnic nd also with inauvguate
promis.s.

mher. v no Las.a for on fficicat 8sistance.

‘ay aecd tochrician or wxpert, not only
will s.. his s.rvic. complutcly wasted, if appliud
to frctori.s und.r thus. conditions, but the
gequired :nd ruch n.ed-d anssistance should not
give any s-tief :tory remrult.,

PREMISI -

Usuzlly. sno. fictorics in Marikina arc 1ocata#
in th .as=mert or yroundfloors of Rusidintial
Rouscs som: tim.s an cxtontion or part of the
sam. .

Tics( nromiscs ire not bufitting as ideal
shoc fctnr nit 3 2nd =»rc not suitable placcs
of vor ..

.{ mechari zition or othur divelopments arc
in procrar it must k< considcred the above
mentioncd nd nug.tive condition and alsc the
very small dincncion of proprictics.
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Po: many Banufrctug. £2 at prescat (o furlly
i lu to unlarge of build av plemines
suitab. for Pl Aning wn industrin~l dcvelopmat.

1' 1o POt the cas. 10 tuleMber th:t for an
offtct nt shoe fretory. 1170 A of seail
Gimune .Ons. it 18 indiepehsatlc tc work in qood

e®in.8, -ll cliin wwd 1ird Wnfortunately,
of Philippime sho. -frctorice hav. not these
ehara t.ristics.

n the case 1t showld L. decidied tn et the
agtur. ptemir. s, 1t will bu RecumRy tO nake
adequ 1t trnsformations nd tvnowals.

WELOVe , It Aust bv considet«d that 80% of
thes: factories Al govided with clectric
1igh at Industrial voitwe 18 At pruseat for W
fow machince Ln Opnration ~r¢ uscd singl. of two
phascs dom . stic turminals.

\25AL AVAIVAPLLITY FOR MATERIALS AND SERVICH
Y

In Marikina onjset ) shos-last factori.s with

900d machinee. Any type of last ced be reproduesd.
T™he priocv for one pait of lasts verics from
Us§ 0.90 to USE 1.3%0=

LS
woodun heels for ladice shoes AFe ¥oud and

aze produced by many manufacturers.
They aru eatiruly hand-snde, with sawe and
Taspe

l.'h; pricy for 10 pairs is of appron. USS 0.30=

PRRAR KNIVES
They arc made locally in all heights and sinee.
Basic price for 1 picc. of ~ mh s0ls ocutting
kaifc 18 of USE Je cuttirs for the 80l. Ldge
trimming arc locally produweed.

ETRLL SHANKS .

They Are usud for the clastic reinforowmcat
of the waist of ladiue shous and arc made loecally.

PINISNING AND CEMBITS

All kinds arc madc locally. Thuy arce both with
rubber base and rusin/vubbur base or P.V.A.

——




. Y 1e08ie 00400 Cumnnte (DA M lted)
for 1000409 with mudesn GaEhin.e BUOt be LAPOSted .

S -ROMD o MMATIRE BRMND
May e ROt wailable losnily. \netead of
Shel Af. woid NOTR- | carddoards.

BASTIS O8 MNSRSS NATBAIALS __BNCEAR o OSDMIRNTS

ety itc B-ay oupPlices WRIGh hew otochs
weildle iEBuaist. Iy *t 41 2]l of Cesteinfs.
type o0 b wallablc trem pazad.tic O
commen piastic ohcete Prices CWPutitive.
Country of o2i9ia losal oF JWPWed..

AAENES
foe LURRANG GBOLTVALION

R IR NACRINEN
all Fpaire 0 Saghises ¢at bu Made lesally.
Gpese pasts fer seplasemeat s a0t svaileble.
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Considering that nowsdays 10 LABDSAIRL: tn v
by hand the oho. wppete, all faetoriue nave

sefficiont machined fug this section of vork,
howevet saghines 1t SEetly nld wnd Inad.guted.

A fag o the bottor sanuf ctutimm Wnd 1tes compo
m.. ... i”ﬂikl. .‘."‘mt.' waolts, l'\!&ll.
Boel 18fRs te. *r. romccrnd, Sl 1t Awni-madk
Lasting of the upnut oA *h. Lt prunling ur,

onle s A ol ttaching, T aso den by hoand,

RAGRLRLS ‘T. Whid only wheh 801.0 Pus’ L etitohud
e@Puci-liy (ot the nan shows.

ety OPLTitiune ar. «xucuted by michirtes origing)
Iy build for reprirurs (typ. Londie 30 '

™e TinIORt A of s j. s, hea!l wghorc s wd LO"tow
surfague *t.  I1n moet of cisee, cRseuted by cold
e Iardeguat. Rrchinee whieh onaeist of sisplc
ohatft vwith rttanrhud cmery vheeold wd row lvidg
brushes .

LAS™

Duwe to the (%t that in Magihins ¢ py ‘re ) last

faototies, 211 shoo fargtnries ~F. EAthet well
4 18 | aste,

Last Tagtori.o fv AOW LRCPOdUELNg the laag

of plastic |10t a5 wped cloewhutre 0 M world.




e pradblame eould du roasounsd a0 feollowe:

1) Palled Machanisation and duvelopment i
Rarihine

1] Tazif! Duties on quality leathers,
choe nahing materiale and shes

\apert
3) Yoshaical asssistanss W onioting factories

¢) Lash of Mvelepmat direstions and oole
tacfficiensy 1R BARAQERSAtS

) Paitled caportation

hase folloviag ve arfs ¢iving a detalled
CRent o0 oath of sheve L0ame.
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Gon.riily snuakipe, 3 croat Ard o entrerdly
wull oraanizcd shoo=factortion arc cat-~liared
in Great Msnila -s 1 DpIrt ~f Philipmin. sh .=
Industryv.

The sheoues producwed by thesc b ositoto Yoy
have rubbur cr rusin sol.og and the unmer made
by canvss ~r Nther rubbcrizoed materinl.

The intornal and comooevreirl organization,
thy equirment ~nd machinery, the nroduct qud
11ty are vquil 4f not o oven higher th-n many
hiaohly industrialized Cruntrics.

These factorics besides suvplyirg greatar
part of thc loecal market, ~re able clsc tc
export largc quantity cf shoas,

Thesce factorics have beoen vstoblished orx
reorganiged Juring last 10 ye«ars.

It must be consi-lered that the technelcay
required £ r this tync ~f shres is hicher taan
the cnc requirc: for the producticn of leathcer
shoes.

For the last one i requircd more skill
than thc¢ first cne.

In Coloocam City, part cf Great ranila,
therc is ~ leather shoc factery which, cven if
it is 2 "family busincss” is comnletely mecha
niged Aand thoe volume anc tho proauction impor
tance 2rc¢ rmuch higher than =ny cther Philippine
sho- factory.

A firm in thc same Marikina has rccently
installed ~ good machine ecuipments =nd thec
production is going to reach up to 6C0 pairs
caily.

e syother firm in laritinn Suac, Ten
not having installed the machincs, vroduces
at prusent about 400 pairs of shces Jdiily.

poth thesce twe firms produce hich quali
ty ladice shoos which part arc cxported.

The situsrticn in Marikina and in other
Philiprinc shoces cunters is therefore very
complicatod "G CANNC be verificd the redrsons
of the friled mechanization ond indnrtxial
develorment.

Th e gwr ammidc e’ that o auscass on
ant of the shoo incdugtry ol nm o

othor rciivicies, depends cntirely fvom roe
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pezeonal capacity of owmer and from tho way this
eapa:tuty is :pplied And convertcd into his
wn firm.

Fcr nen who want tc davote to this industry,
there arc in Marikina and elscwherc grcat
fOIItbilitiel cf success spccially fcr shee

ndustry which has now a1 period -f relative
prosperity.

The mechanization will be of a great help,
if not inlispensable, tc achicve these rosults.

I. negative factor =gainst thc non-
mechanization in Marikina and in other shoc-
Centaers is the grcat quantity of workers specia
l1iz6d mostly in shoc making by han’ anc available
at very low wagus.




DATA - DATE

PAGINA - FOIL - PAGE

%15tb.FQb. 19711

HIGH TARIFF DUTIES ON QUALITY LEATHERS OTHER SHOE
MAKING MATERIALS IND SHOE IMPORTS

HIGH IMPORT TARIFF ON LEATHERS

The Custom Tariff on upper lcather is
of 100% "ad valorem".

To this must be added the Purchases or
8alas Taxes amounting to an additional 13%.

Certain articles such as Box Calf and
other top quality leathcrs or materizls which
are not produced in Philippines arc not exempted.

In Philippines, as well as in many other
Countrics, it is possible to import, frec of
duty, under Bonded Warchouse, if for manufactu
ring purpose, but only with thc condition that
the finished product is cxported.

Many are the shocmakers who, thinking
themselves able to export, would like to take
advantage of this facilitation, but such a
permission of Bonded warchouse requires obviously
certain rules, guaranties, sccuritices, rcgistra
tion charges and the cost for a continuous
maintenance. Marikina shoe manufacturcrs being
of very small sizes, cannot afford these expen
ditures and therefore do not take any advantage
from this.

At the moment onc only shce factory in
Marikina is using this advantage.

HIGH TARIFF ON RAW HIDE

Hcavy tariff is also applied to imported
raw hides and chemicals for the tanning industry
and consequently prices of finished lecather is
much higher than the same imprted article.

TARIFF PROTECTION ON SHOES

21so on shoes there is a Custom tariff
of 100% ad valorem plus additional chargzs.

The result of this situation is that,
notwithstanding shoc~-makers must pay a high
import duty on leathers, they are highly protec
tcd against shoe imports and in certain cases
they can sell certain products that sometimes
are not up to standard.
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This situation is going to the disadvantage
of the quality.

It could be possible to import some small
quantities of high grade shoes, local shoe industry
will have only a benefit, because the quality
generally will tend to improve.
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TEBCHMICAL ASSISTANCE TO_ EXISTING FACTORIES

| To be able to sce some concrete results
and improvements in thc existing shoc factories,
it would be advisable to send for at least 6
months in different factorics, and in each of
them, 2 technicians dedicated to 1 group cf
workers alrcady specialized.

In addition, those factorics must be provi
ded with indispensable machines, tocls and
equipments for a minimum value of USg 30.000.=.

The factories tc be assisted should have
available stock of materials and orders on hand
so that the technicians are able to coordinate
their practical assistance. Not always thesc
elementary conditions are existing, therefore
assistance under these conditions - o«
advisable.

As scparately suggestcd,if in Marikina
existed a Shoe Pilot Plant, working where local
manufacturers would@ have possibility to accede
to it, to cxecute somec works, to copy some
working systems, tcechnique, and to get trained
on machines, without doubt this will bring to a
real and fast benefit.

As mentioned ~. pmce 19 contacts and
visits to foreign shoe factories will be of great
help because will permit to local manufacturers
of seing in full working production, cquipments
which should be installed in their own factorices.
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LACK OF DEVELOPMENT DIRECTIC. AND SOME INEFFICIENCY
IN MANAGEMENT

MANAGEMENT

After carefully considering the system
of all works in the factory in a survey,
and after exchanges of views with the owners
of factories, this exmert concludes that
factories in Pnilippines are not well
managed. To be brief, the deficiences of
management are:

A. Buying - Nobody seems to know what the
world market supply offers to make shoes
better, economical, and easy thege days.

No direct buying is made from the source

of origin. Purchases are made through

local wholesales and acents who are in most
cases not specialists on shoe trade. V'ith
1ittle efforts more, they could have afforded
to buy directly from the source of origin,
thus avoilding unnecessary cxpenses and

wrong kind of leather. It has also been a
practice in rhilippines to buy leather from
wholesalers and agents who dictate the prices
in exchange for their finished shoes, as

the latter are sometimes shoe distributors
and dealers. '

B. Production - Usually, factory owners
prefer their workers to work on piecework
and/or on finished article basis, the owners
themselves co not directly supervise the
production. Sometimes, the owners are engaged
in other activities which has nothing to do
with the shoe industry, and o-tentimes are
absent from tneir factories.

C. Selling - iormally, in other developped
countries mcnufacturers are not involved in
shoe retailinc. This will nut them as a
comnetitor trith their dealers, although appa
rentlv c~uoenting nore outlets. In Marikina
manufrcturcrs do anply Aall sorts of business
procedurce in nsrketing their shoes with little
or po ccnric-ration to their dealers. This is
not n criticazl attitude, as may be viewed by
some. but rewcons on why this is an aspect of
mismnan~aceniat.
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DEV SLOPMENT

vie feel that giving more consideration to th:
work—-premises and to contacts with more advanced
shoe making Countries, this point should bring
to good results.

This includes also, visits to foreign shoc
factories producing similar types of shocs, new
cquipments, specialized exhibitions where contacts
with shoe importers would bc established.

Contacts on this direction can be organized.

Another point is that shoe manufacturers should
givc priority in investments for their shoe-
factorics rather than other personal onec.




DATA - DATE

PAGINA . FOIL - PAGE

N 40

FAILED EXPORTATION

The direct consequence of items
1=2-3-4, is the reason of the failure of shoe

expcrts.

In addition to them, a lack of
finance is also very important, bccause does
not allow shoe manufacturers to gradually
eliminate or improove any of the above
mentioned reasons.Export operation itsclf, needs
finance availability because not all shoe
importers arc preparcd to buy on Letter of
Credit bases, particularly not knowing a naw
source of supply.

Large imports of raw materials
are essential for this export operation,
which involves a corresponding large financing.
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BRIEFING OF CONSIDERATIONS AND RECOMMANDATIONS ON
THE PROPOSAL FOR THE SUPPORT OF RESEARCH AND
DEVELOPMENT CENTER BY U.N.I.D.O. SPECIAL FOUND.

SUMMARY OF OBSERVATIONS AND RECOMMNDATIONS

1. From the original project submitted by
the Republic of the Philippines, 1970,
the tanning activity has been placed
in a secondary importance.

2. Reduction on total cost

3. The size of shoemaking pilot plant has
been increased to a workable dimension

4. Considerable reduction in the number of
technical internationally recluter
exparts.

$. Shoe-making pilot plant to be operated
in a semi-commercial basis with technical
collaboration or partnership with a
reputable forcign shoe manufacturer,
for the following rcasons:

a. to gain technical and management
experience

b. to avoid the danger that the plant
might stand still

c. to make it an ecconomical and feasible
project

6. Limited nccessity for travel fellowship.
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LEATHEER PTTOT PLANG 0iC TESENRCH

The followina suggcstions regarding parts which
~oncern the tanning activitics of the whole

proposcd project itself, were submitted and discussed
:n meetinas with Marikina Shoc Trade Commission

~1d the Philippine National Committcc on U.N.I.D.O.
matiers. There was a full agrcement on accept these
suggestions thercforc it is appropriate that the
whole projcct should be basicly RE-FORMULATE.

EXCLUSION OF TANNING IND LEATHER RESEARCH

After a careful study, the proposal for
the support of the projected center, if
approved, is estimatcd to be of great help in
solving initial problems and to gencrate the
basis of a modcrn shoc industry in thc
Philippines, producing better quality shoes
in large guantities at a low cost.

Philippine Shoe Manufacturcrs, after a
short period of timc, will be in a condition
to compete in tho cxport market.

While it should be hopeful to scc urgently
the implementaticn of the project, it is our
duty to make vou awarce of the difficulties and
dangers tuat may arise if whole project is not
carcfully studicd and properly planed.

1€ semeithing goes wrong, Philippine
Government ana U.MN.I.D.O. will bc responsible
for a ron~zuccessfull project involving large
amount of mon.y 2nd from which the philippine
Shoe Incus“rv cannoct gain any significant benefit.

Ty main object of the project is the
immediate need to help in practical ways, the
whole o “hc shoc manufacturing industry of the
Philinrine and in nrriicular of Marikina and
therefore it i advisable to concentrate the
¢ficvts only in this dircction. In the proposals,
the ¢rerter part concerning financs for purchase
of mrcaines A< wagns for personnel is asked
and roednd fc +ha Tenning Pilot Plant and
lcather Rescarch part.

TE il ol far oornewicnl rc~sorns that
it i8 nccnseary to roview this part of the proje
o~ :n the way to rxclude the Tanning Pilot Plant
and Leatkex Nemoaned deor ot least the initial
stnge pot o oloc el Sl wwnnons and ricks «planed
LSRR LSRN

R R
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LOCAL PRODUCL.V LE THL .7

It is fully undursteood that for ctho
devclopment cf the sianc industrice it 3=
necessary to hawe coe? toqnipa ipdvatvilooa
in the Country -n¢ .h:t hcth arc intcolocking.
connectced and denendira to cach cthos.

In the Philippinc, there are 2%t prescnt
at least 30 tanncrice which very well can
supply 2ll the nccds for o particular item
which undcr local conditicn is only nossible
to be entirely producced in the Philippinc
by any tanning orc-nizaticn.,

This itcm is called "Sidce Leather" which
is produccd in ccrrcct.d grain (by sinding
abrasivc) and 2lsc in = full graiin version
called "Softics". For the top grades ¢ f thosc
articles thc lccal tanners ~rc using imperted
Bovine Raw Hidc ~nd for the lower grade they
arc using local hide which is c¢f vory pcor
quality.

In additicn to thosce articles, the leeal
tanncrics arc alsc proeducing printcd and lining
leather using local hide, which bheing re-sclected
in the oxtremc poor cuality side, re only suita
ble for thc above described tynes of loeathoers.

It has been examined the top quility of
leathers herc produced and find that it compares
favourably with internaticneal standnras.

Howcver, the leathers locnlly orocduced,
although cf basicnlly ccod tannings ~re finished
only in a traditicon.l ovloin pigmentad cc lour
and fashicn.

Nowadays, ¢ftoen market demands ncw styles
of leathers 2s thc casc of the “woet-look" end
"traslucent prtont™ which todry “re in groat
vogue and arc not procuced in the Philipvinc.

Tecday, fashion Aand finishing in lcathers
change cvery scason to the will of bic tanncry
Groups in Europc ond from Philippipc it will
bc impossible to Zollew them in time cven 1€ the
Leather Pilot Researc Plant is cstablished in
Marikina or cthoer par®t of Dhilippirc.
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™. Aifficultices it running swceessfuliy
8 Leather TARRING Pil t Plant e

) - Pashi.n Finishing wnd Btyle ¢ ' thers
ChAWRge 1™ At (vety seerh.

b) - NAgh sruculitive noture £ the *anning
busincae 1ta: 17 ~s pr fitably is Prge. N
specul "tive buying ( rw Mide which “¢ ny
C18. Muat be imp rtcd A wante 't pr v
grac L “thuets.

@) Lk f crperivnCie cWMnrL with vorses
tannsrs bering 1o Ain mint th -t n & I in
Magtkin , which Lo wd rem-ins ~ tinier
sh e miking T.wn, 18 *t oresent cv ble ¢
MR Yge thir husinces.

d) - Wmprssibility ¢ pr 'uCc iN quIntity
,\nuty mat f the evel ! fHiciecs Mot au
g the 1 €1l sh ¢ indiuetriia, n t th
projecte. Pl ¢ Plant will b Wi U Make
s mple qurlity rivre f f-ehi n Lerthet
requirec fr m tim t  time
Plevse N e that ¢t vy cach tAndcly (s
spucinlizing in the pr Jucti n nly [ party
cular itums, W’ thils wply le ¢t C whtry

ftaly { 1 light subetinces c~if et faney luit
Prancce £ 1 mun crlf leather

UK. £ £ hoavy subst nces full 9140 B Vide
luather kip Lintng and Rié-lorthore

B llwne €1 ebide lasthors

«) - Difficultices n Qiving taatructi A8 t: the
wapl oyed hm:z t.chaicians & » B dy, W
Pe. sunt in Marikiny, wuld umicret nat the
mth @ n teochatque f w k.

BACCON'.NDATION TOR TR/MSFER

If Rowever thoer will be 2 fIFD cravinetl o that
the Projict... Lo-ther Pil t Pl-at wnd Mt toh |0
needed (R Maizikiney, thed e aly In this cas. it L8
SUPPLetLd t Mk th. ACCO8ATY “BPF s bt WU
ouURCeTRG.! uth riti.e In Féer t  btaln trawnmefue
of 1t 6 Crtine e parhaps G Ine PR P It AR
the pr jeet.

\gain Lt 18 .mphasise’ that this must b put in
full w rk nd thoerefor finanee sh wld b pihvided
for the porati na, Sewoh nro vintcn 18 nt (poleked
An the origintl nrem sal,

of spucinlizett n. b, %
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U predert, the LARAING 1A 'NOLTY AR the
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2 1o .t oo o visaRle C take full
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ta any c1oe, the B v BAtL M. Lxioting
P8l ¢ Tanning Pladt 10 tatu. with 1 Teating
Lab 700 7y Wheh v Btu-lly oruld B wsl .7 this
purpee .
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SMOT PILOT PLANT /MD RESEARCH

T™he immuciate nuwu £cr sclving many procblems which
the Philippinc shce industry is facing, is to raise
i1t from merely pruscnt crttage incustry to an
crganiscc, mechanised anc modern one.

Therof-rue we fully agrie with this part of the

prop szl anc for this case, suggestions fcr 1 better
implementstion and improvement arce 18 further

munti ne’ n ustablishina amcngst < ther scrvices,

a Sh« Pilct Plant fcr training purposc.

MACHINERY

In thce proeposal (exhibit Nc. 5 of ~riginal
proposal) it is shown 2 list « f shce machinery
to A moderate value of USg 50,000.= and in the
same prinosal there is no provisicn fcr material
in orcer to put this machincery into operation.

It is thercfore nresumcd thot it will be
for demonstraticn purpcoses ¢nly, 2as it is impos
sible for any training on those machinerics if
working materials arc not provided.

.gain, uXxpert warns the risk involved and
i1t is re-called the casc previously mentioned:
Leather Pil .t Plant which is standing still in
Great HManila.,

The only suitable sclution, is to put up
an efficient, mdlern, well-equipped anc complete
ghce Pilot Plant to be in continucus full
operaticn from which Marikina peorle, wcrkers,
mznagement staff, as well as Marikina manufactu
rers can have the cnly opportunity to learn
fast, new method - f work, technique and mechanization,

The results will be to obtain a full
knowledge of how tc produce better and atlower
costs,

Expert wculd li%e to make the following
suggestiins:

INCRE/BED CAPACITY OF MACHINERY

The plant and cquipment is to be versatile
to cope with all types cf footwear production,
mainly in leather, excluding canvas shces,

It is to be imported and it is estimated
its cost F.0.B. to be abcut US§ 250.000.=

7 detailed list of machinery can be supplied
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TYPE OF PRODUCTION

The amcunt of production must be in an
economical quantity which minimum is to¢ be arcund
1200 pairs per day.

A8 production of different types cf
footwear invclves different type cf machinery,
wcrkmanship reflecting different specializaticn
it is proposed tc have in the same factcry
3 (three) well distinguished producing line
units as fcllows:

1 unit producing 500 pairs ladics shoes per aay
L]

1 " 300 " " sandals " "
I " 400 " men's and bcoy's shces
per cay.

These quantities fcr a total of 1200 pairs
per day, are sufficient to justify the permanence
of guod trinina factory, foreign technicians in
the Pilot Plant, and to create some prafits,
should the pilot vlant be put intc commercial
operation.

MODEL PLANT FOR PHILIFPINE CONDITIONS

This propcsed pilot plant is considered
thesc days as approupriated fcr a medium size
operation. The quantity and quality and thc types
of shoes tu be prcduced have been taken into
ccnsideration.

ThuSe separatc types and quantities of
prcduction (500 pairs ladies shoes, 300 ladies
sandals, 400 mun's and buy's shues) will serve
as models for futurce specialized factories
suitablc for local conditicns.,

1t is nut advisable tc Lperate large
factories in the Philippine in consideration
of the large number of existing factories which
could be considered as an assctt to the Ccuntry,
should the shoe industry grcw up encugh.

OPERATIONLL CAPITZL

2s, for training rcascns, the shoe nrcduced
are to be of a gocd quality, it is nccessary to
use good quality leathers and other materials
which are mostly to be imported from ahroad;
svecially from Furcpe ~nd United States, the
minimum capital irvolvement for this import epera
tion shall be of nct less than USE 150.000.=.
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In acdition tu this USg 50,000.= are
required for lccal purchascs, financing
supporting trainces, verhecad etc.

The minimum cperaticnal capital
therefore required is USg 200,000.=,

The financing of sales operaticn is not
contemplatec and it is presumed that mest .f
the producticn will be exported with payment
against Letter of Credit, <r, if scld locally,
to be on C.0.D. .r cther favcurablce terms.

Otherwise the tctal cperaticnal capital
should be cf not less than 300,000 US DOLLS.

NAMELY:

IMPORTATION OF LEATHER AND
OTHER MATERIMLLS USg 150.000.=

LOCAL PURCHASES, OVERHEAD Usg 50.000.=

USg 200.000.=
IF IS NECESSARY FINANCING
SALES Usg 100.000.=

USg 300.000.=

TRAINING FOREIGN TECHNICI/NS

In addition tc a prcject manager, must
be considered tc appcint:

one cutting and clcesing technician
one lasting and making tuchnician

for all the duration cf the project.

Igreement on fcllowing bascs can be drawn
between M.S.T.C. and a fureign shce manufacturer.

One U.N.I.D.O. prcject manager is required
for supervision.

It is pronosed that M.S.T.C. shculd
directly partecipate to run the above shoe making
Training Pilct Plant on semi-commercial base.

Tn order not to conflict and compete with
existing Marikina Shoe Manufacturers it is
recommended that the total production shculd be
mainly for export only.
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Philippinc shoe manufacturers wnich are,
at present, mcstly operating by hand, shoulc
be invited tu nartecipatc and invest s partner
and thc M.5.T.C. on running this pilot plant
jeintly with an asscciate firm.

PREMISES

The M.S.T.C. .r cthcer local entitics shall
prcvide the premises for a pericd of 3 years to
the cneraticnal crganizaticon,

Prcvisicn for the constructiin of the
building is provided in the submitted riginal
rropcsal for the surpcrt < f the Marikina Shce
anc¢ Leather Incustry Research and Devilonment Center.

MAINTENANCE OF FOREIGN IECHNICIZNNS

The forcign manufacturer shall proevide 2
expert tcechnicians cne of which to be nermanently
stationed in the nlant in Philirpinc 2nd the
cther may be 1 liascn between the main factery in
Eurcpe and leccal cfficce.

The foreign manufacturer shall contribute
a 50% f the ccst of the 2 technicinns from his
own scurce.

However, the technician assignea to the
cperating commercial organizaticn shall be
considercd at dispcs=l ¢f the M.S.T.C. 2nl tc
the U.N.I.D.O. f(r any cperaticn connectew with
gcneral assistance to Philippine shoe Industry.

The uperating commercial crganizaticn shall
not be entitled to usce the plant after 5 pom.
¢f ¢ach working day in the event that M.S.T.C.
or U.N.I.D.O. ccsign tc let  ther manufacturcrs
to use 2ll or part of machinecry.

SHARE OF KNOVWLEDGE

The foreign manufacturer shall cpen his
factcory for any reguirement by M.5.T.C. or
U.N.I.D.O. permitting the latter to ccpy work
system, design, crganizaticn, style, type cf
materials used and cven brand name and method
of markceting.

These facilities are however limited to
the proposed preject only.
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The foreign company shall train his cwn
factcry at least twe students cach time; the
duration cf this service to be 3 years.

It is recommended that the twc students
shculd stay at least 6 months; they must come
from Philippine under U.N.I.D.O. fellocwship
scheme.

The foreign company shall allow tu practice
at his ~wn factory at nc charge.

TERMINZ.TION

ns therc is nct real investment by thc
operating .rganizatica, ncr frcm the foreign
partecipaticn, in form ~f building, machincry,
after the 3 years of ccmmercial operaticn, the
onerating crganizaticn can be liguidated and
suffering no loss.

2.fter, or in the termination pericd,
M.S.T.C. and U.N.I.D.O. will ccnfer, basu! ¢n the
projected propesal, plans on how to g on with
the prcject and how & follw up with the project
after this periocd.

RECOMMANDZTIONS CONCEPNING SHOE TRLINING PILOT PLANT

TECHNICAL MANIGEHMENT _ON SUBCONTRZ.CTING B/.SES

s lthcugh present production in marikinn is
of a gocd guality it must be bcrne in mind that
not always is up tc date as style, fashicn and
type of workmanshir for the exnort market which
is thce main aim.

The M.S.T.C. or Marikina Shoe Manuficturers
however have no experience in running 2 g ~d shce
nilct manufacturing pl-ant, especinlly if ¢n a semi-
commercial basc, thurefore it is recommendec to
sccure the services f a tcp quality footwenr
manufacturcr whe (peratesin a highly industrialized
shoe Ccuntry.

This manufacturcr shculd supply initially
all technical works, ,lanning rnroduction, sample
lasts, styles, purchasc of materials and marketing
as is being done in his (wn factcry.

In other words, the same pruducts which he
nroduces at his cwn factcry will be re-rrccuced
in Philivpinc.

Usually, those scrvices are available <nly
after heavy charges, anc if this manufacturcr has
nc direct interest in the nroject, the result may
be dacubtful and the risk will be <n the Philippine
side.
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It is therefore suggested to gr intc a
joint venture or cther form cf business
ccllaboraticn s« that the preposed shoe pilot
plant will be run jointly by M.S.T.C. and che
sclected fcreign manufacturer fcr a perind
from 3 tc 4 years.

Messrs. TORIELLI PROJECT DIVISION or
Philippine Trade Attache' are able tc furnish
pname and address ¢f pctential interested fcreign
manufacturer.

1f, for scme reascns, arrangements with
a foreign shce manufacturer cannct be made in
a jcint venture base or other form £ businecss
collaboraticn, the project may go ahead as
originally plancd.

But it is recommended t¢ hire in a period
base of at least 2 years the technical scrvices
of a highly specialized fcreign f£irm cn a
straight payment basc.
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