G @ | TOGETHER

!{’\N i D/? L&y

=S~ vears | for a sustainable future
OCCASION

This publication has been made available to the public on the occasion of the 50" anniversary of the
United Nations Industrial Development Organisation.

’-.
Sy
B QNIDQI
s 77

vears | for a sustainable future

DISCLAIMER

This document has been produced without formal United Nations editing. The designations
employed and the presentation of the material in this document do not imply the expression of any
opinion whatsoever on the part of the Secretariat of the United Nations Industrial Development
Organization (UNIDO) concerning the legal status of any country, territory, city or area or of its
authorities, or concerning the delimitation of its frontiers or boundaries, or its economic system or
degree of development. Designations such as “developed”, “industrialized” and “developing” are
intended for statistical convenience and do not necessarily express a judgment about the stage
reached by a particular country or area in the development process. Mention of firm names or
commercial products does not constitute an endorsement by UNIDO.

FAIR USE POLICY
Any part of this publication may be quoted and referenced for educational and research purposes
without additional permission from UNIDO. However, those who make use of quoting and
referencing this publication are requested to follow the Fair Use Policy of giving due credit to
UNIDO.
CONTACT

Please contact publications@unido.org for further information concerning UNIDO publications.

For more information about UNIDO, please visit us at www.unido.org

UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION
Vienna International Centre, P.O. Box 300, 1400 Vienna, Austria

Tel: (+43-1) 26026-0 * www.unido.org * unido@unido.org


mailto:publications@unido.org
http://www.unido.org/

>P/ID/SER.3/1 27

- 022 B

e

: DUSTRY)
S1/xEP/78/801.
KEPAL »

(R) ASSISTANCE 70 THY LEATEER
{

—

Prepared for the Govermment of Fepal by
the United Nations Industrial Development Organisation,
executing agency for the United Nations Development Programme

United Mations Industrial Development Organization
Vienna

*  This document has been reproduced without formal editing,

id, 78=5122




Exnisnstory Notes

The folloving abdreviations have been used in thie report:

miG = Hie Majesty's Governnent
I8C = Industrial Services Centre
KIDC =« Nepal Industrial Davolopment Corporation

UNDP = United Nations Development Programme

PAC « Jood and Agriculture Organisation (of the United Nations)
UNIDO - United Nations Induetrial Development Organisation
8q.ft, = squaxe feet

Po(s) = Piece(e)

TePeBy = Tevolutione per minute

Rs = Rupees

% = Nepal Currency

IC = Indian Currenoy

During the period of the project the Nepal Rupee
vae revalusted against the US dollar:
fros 1 US §a=12,5 Rupees to the preeent rate of

1 US §=12,.0 Rupeee

The designations employed and the presentation of the material in this
document do not imply the expression of Any opinion whatsoever on the
part of the Secretariat of the United Nations concerning the legal status

of any country, territory, city or area or of its authorities, or concerning
the delimitation of its frontiers or boundaries.

Mention of firm names and commercial products does not imply the endorsement
of the United Nations Industrial Development Organization (UNIDO).

During the work for this report numerous pereons have been
consulted {n departments and octher agenciee of His Majesty's Governw
ment, in local industries and in TNDP and other international organiza-
tions, They are toco many to enumerate, but to all are expressed
sincere thanks and anpreciation for thetr cooperation and for the
friendliness and kindness shown at all instances,
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SUoURY

A etudy of the Leather Induetry in lepal has been carried out
during the pariod 17 March to 5 July 1975. At the same time technical
assistance in the form of disoussions and advice about processes,
methods and machinery has been provided at visits to all existing
and operating factories in the leather field,

The dominating faotory, established by His Majesty's Govern~
ment (HMG) 4in 1965, is Banebari Leather and Shoe Factory, Ltd, ia
Kathmandu, This is also the only tannery today to produce vege=-
tadle tanned sole leather and ohrome-tanned ehoe upper leather of
aattle and buffaloe hides,

Ths other tanneries, all in Terai = Biratnagar, lahan, 3irgun}
(3 units) and Bhairaws - are only producing Wet Blue Goatskins forx
export, The Bhairawa tannery hae also begun to nake crust and some
finiehed lining leathers., The goatskin Tanneriss with cne exoception
are 2-3 years old and therefors the buildings and machinery are in
€o0d cordition,

Even if the wet blue goatskins have reached an acceptable

qualiiy level and are now obtaining more or lees normal vor;l.d market
prices the productivity wae found to be very low and the processes
and methods were in many cases found to be out-dated and inefficient
in all the tanneries., At the Banstari factory, which has to

produce the more complicated, finished leathere, these conditions
vere very much in evidence.

The shoe factories all demonstrated the eame lack of nanagerial
skille and technical know=hov as the tanneries. The productivity is
very lov in all plants. The cobblers - ehoe making units of one or
tvc men - produce on ths other hand more shoes than the factories
combined and usually of a higher quality.
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The thecretically availabls hides and skins in Nopal aze
Bany times more numarous than thaocse collected today. Due to
Testrictions caused by religious lave, traditional custozms and
eating habits, laock of knovledge about the material and obvious
transport difficulties it will be a lomg time before even a
gTeater part of these hides and skins could be gathered, Even
80, & great cany more - of hidee Probably two or three times
&8 nany - could oertainly be collected with a little more
effort,

There is a coampelling need for outside assistance to the
whols industry, from the treatment of the hides to the manufactur-
ing of shoes, Such a projeot, which definitely must be s first
concsrn in the rehabilitation of the leather industry in Nepal,
is ssriously recommended. Some new machines for both the tannery

and the shoe factory are also suggested in orier to increase productivity
and quality.

To take advantage of the increased number of hides and skins,
obtained through the intensified collecting activities, a new,
priarily wet blue, tannery is rncommended io be estadlished ,

A programne for finanoial and technical aid to the cobdlers

is suggested in order %o give them the means to increase their
production of leather shoes.

Pinally, some administrative measures are suggested for
discussion, the implementation of which should Yenefit the
industry,
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I. IXTRODUCTION

Dackqound

The industry hae two seotore in Nepalj (1) orgznized big and
mediunscale operation. (2) non-organized emall-scale operation, A
fev leather tanning and footwear factories, such ae Bansbari
Leather and Shoe Factory, Patan Shoe Faotory and two more in Biratns-
€T, fall in the first category. The induetry has considerable
importance both in subetitution of importe and earning foreign
ourrenoy by exporte. Hovever, this industry hae yet to develop
techrnioal expertise and management. Moet of these induetriee are
operating much below ocapaoity and it ie therefore very important
to determine the reaeons and their remedies. In the second
category fall small operators both in tanning and leather garment
production, It provides at the cottage level mase employment
and the market is very rural in nature., It ie very important
to izprove their traditional skill and Quality of producte.

The govermment wiehes that a study be carried ocut conoerning
the optinum utilization of idle and under-utilized industrial
capacity of the leather and leather product manufaoturing indus-
tries, in order that appropriate recommendatione for the
revitaligation of these industries oan be formulated and necessary
follov=up actions taken,

MPAO niseion (Report of a AIDES, SKINS AND ANIMAL BY-FRODUCTS
MISSION TO SELECTED CCUNTRITS IN ASIA (NEFAL); Food and Agriculture
Organisation of the United Nations; Rome, 1976) who visited Nepal
in 1975, underlined the izportance of the development in the eeotor,
eepecially etreseing the need of improverente in the treatmen: of
the hidee and ekins and by-producte utilization, Different projecte
were propoeed to aochieve such resulte,
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In 1965 a Market Survey & Projeot Raport for Leather was
conducted by Beacone Private Linited, Bombay on behalf of Nepal
Industrial Development Corporation (NIZC). The feaeibility of
& proposed vegetable and chroce tanning factory with a daily
capacity of 5C + 50 cattle and buffaloe hides wae denonstrated,
but the project was not izplemented,

Tive years later in 1970/71 a new, internal feasidility
study of a tannery in Weetern Nepal was oarried out by NIDCls
Consultanoy Servioes Division, In spite of a positive reccamends-
tion no interested party was found for the project,

The Trade Promotion Centre, which has ehown much interest
and concern about the exporte of proceeeed hidee and ekins,
publiehed in 1975, on the occaeion of & vorkehop organized in
Kathaandu, a oommodity profile "Goat Skins from Nepal", Expors
Promotion Seriee 3-5, Recommendations of short to long-tem
Beasures were elaborated, covering most of the activities inside
the induetry,

QfLicisl arTangezents

The present project was authorized on 17 February 1978 and
attached to Industrial Servioe Centre Tepresenting the Ministry
of Industry and Commerce. Total UNDP contridution was US § 18,200,
The projeot started 12 March 1978 and terminsted 11 July 1978,

Qbijectives

The main developaent objective of the project is the reha-
bilitation of the exieting leathar and leather procducts manufacturing
plants in the country,

The immediate objeotives are evident from the duties of the
8ttached Job Desoription (Annex I ),



traditio £

The tanning of hices ard skins in Nepal hae been carried out for
generatione by local tradesmen, who usually aleo themselvee made footwear
and other goode out of the leather so produced, Most of theee cobblers,
concentrating on the zanufacture of shoes, will today buy the leathers
needed, either locally or, as is more usual, from India., In a few
centree, Dailekh in the Laetern region being the moet well known
exanple, an o0ld, traditional and very primitive vegetable tanning syetem
ie etill in use., The dehairing of the hidee is achieved by putting thea
in lime and water for protacted periode, which often are extended up to
twvo months or more. The tanning ie obtained by filling the unhaired
hide, formed into a "bag", with barke and leaves from oertain treee,
known %o contain active tanning materials, mixed with water, After
1l = 2 months the tannins have usually eufficiently penetrated the hide
and, after drying and oiling off, the leather is ready to be made into
also rathor primitive, but by the population in the hille very appre-
ciated types of footwear, locally known as "Dailekh Jutta"(Dailekh shoee),

Some 20 family-units in and around Dailekh are engaged in thie type

of production and a few more are scattered in the hilly areae,

It is obvious that even small changes in the procedure mentioned,

®.§. the addition of sodium sulphide to the lime, which would reduce

the dehairing time from months te a couple of days at the most,would
conetitute a tremendoue etep forwvard for theee pecple, The staff of the
leather section at the Department of Village and Cottage Industries,
Ministry of Industry and Commerce, with whom these activities were
discussed, have engaged themselvee in the tzaining of the C raftsmen
and in updating the processee, a work that should have an immediate
beneficial effect,
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On ths other hand, it must be realized that good or even fair
leather canrot be produced in too saall units. It can tharsfore also
be argued that, after the opening up of ths country through better
roads and other transport msans, these very small leather produocing
unite will loose their importance and in time, as in other countries,
sre doomed to disappear., The notion, that these workmen at a later
stage could form an experienced nucleus for a modern factory is
unfortunately fallacioue. Due to the differences between antiquated
and modern methods and processes, which as a matter of fact often
are quite contrary, it is sasier to train completely unekilled labour
than first having to "untrain" the supposedly skilled workers, In
the end the question of the usefulnese of updating the tanning methods
of the rural cobblere depende on the time needed for the country to
develop sufficiently the tanning industry elsewhsre and to obtain a
reliable and well-functioning distribution network, Thie time in
epite of all efforte will probably be rather long and hence, what ocan
immediately be done to improve the performance of the rural tanners
should be done, It must, however, be accepted that these tanning
aotivitiee later will have to be phased out,

BXjsting tanneries

All the plants in Nepal were visited and lengthy discussions
about current problems and about means to improve the afficiency,economy
and product quality took place, The fundamental characteristics of
the tanneries now in operation ae well ae the most typical and important
topics delt with are reported in some detail below,

The tanneries did not, ae might have been sxpeoted, develop out
of the Tural tanning activities described above, After having identi-
fied the need, the Bansbari factory was established by His Majesty's
Government(MMG) as a deliberate step for the development of the leather
industry, The other tanneriee in Nepal wers all started fairly recently
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by persons oonnected vith the hide and skin trade, who wanted to
utilize these raw naterials. primarily ths goatskins,which were
formerly exported in the raw state to India, in a mors economical way,

1, 3Bansbarj Leath:r and Shoe Factorr Ltd,
Bansbari, Kathmandu.

Established in 1964-65 by BEMG with financial and technical aid
from the People's Republio of China the factory's leather department
employs about 7% workmen and has a capacity to tan 80 buffaleshides
into vegetable tanned sole leather and 100 cattle and tuffaloe hides
into finished, ohrome-~tanned upper leather per day. The machines are
with some reservations adegquate for the intended capacity and with a
few additions followed by an adjustment of methods and processss it
should be possible to increase oonsiderably the producticn volume,
In the upper leather finishing department the need of more efficient
drying and spraying equipment is, however, felt very much,

The leathcer factory has had many difficulties to overcoms due to
lack of proper know-how and managerial skills on alil levels, The
machines and other equipment have alsc suffered from insufficient orx
absence of maintenance, an area in which much has to be done in all
factories of Nepal, During the first decade of operations ths factory
vwas incurring losses every year and an accsptable quality as vell as
satisfactory volume was not attained.

In order to covercome these deficiencies a renewed technical aid
has been requested and obtained from China, A team of Chinese techni-
cians has therefore since the end of last year again been working at
the factory and some results have alr:ady been noticeable, The
quality has improved and as to quantity 36,000 buffaloe (23,000 pieces)
and cattle (13,000 pieces) hides have been produced during the last
9 months compared to 23,000 hides for the whole of last year,
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Due to the already well functioning technical assistance given
by the Chinese teanm, thie miseion hae confined itself to teohnical discu-
ssions of & more general nature, but still aleo informing about the
developments in the field relevant to the Nepal Leather Industry.

2, Nepsl Tanning Industries. NABI Enterprises,

Rani, Biratnagar,

Thie tannery, located vexry cloee to the Indian border, ie said to
be the oldeet in Nepal, established some 15 years ago, In the early
days vegetable sole leather was tanned there - the tan yard with all
the pits are atill remaining, but in a dilapidated building, Pinished
upper leathsr wae also at one time produced, but the machinery for this
production is now to a great extent rusted, broken-dcwn and inoperative,
Some of these maochinee are novw not possible to repair, but others could
certainly be saved although at a price, The maintenance at the faoctory
ie olearly below normally acceptable standard and it is sad that such
& oomparatively well equipped tannery cannot be kept up properly and
utilized in a more suitable manner,

Today the only production is wet blue goatekins and the machines
for this purpose ars adequate, The capacity ie estizated at about 4,000
pieces a day, but at present this capacity is only partially used, The
quality of the wet blues appears in the main to be &od, although the
€Tain seemed to be a little bit coarse, It wae, however, pointed out
that the produots from the tannery had been fully accepted by all their
oustomers, The management felt satisfied that their processes and
methods were up-to-date and hardly needed improving and coneequently
the discuseions covered only the general conditions of the indue try
and problems of the oompany in relation to these conditions,
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The tannery produced its owr power through a coal-fired doiler
and connscted engine. Furthermore, a big autoclave - nov more or leee
deetroyed - wae earlier aquired for the purpose of digesting offale etc.,
According to the management, HMG and the induetry as a whole had ehown
very littls intereet in thie venture, whioh therefore hae come to nothe
ing. .

The management was, howevsr, still very much intereeted in s
oloser ocoperation between HMG and the other tanneries, Disappointaent
vas expressed at ths poor reeponse to different suggeetions, among vhich
was the estobliehment of a "Leather Board", whioh could adviee EMG on
Televant natters and where problems of common interest to the tanners
could be diecussed and reeclved,

3. Rvazest Tanning Indystry; Laban
4. Najayani Skin Tenning; Pervanipur, Mzgun)

S+, Japal 3ide & Skin Proceesing Pvi,Ltd,s Birgun)
6. Nepel Leather Industries; Dirgun
7. Nepal Leather Industriess Bhairava

The laet two tanneriee belong to the same concern.

All thess tannsries have been eetablished in the laet 2=3 years,
Being conetructed and equipped fairly recently they wers all in good
condition, although in some proper maintenancs again already seerad to
be overlooked, a fact that can mean a rapid detoriation of btuildings
ae¢ well as zachines. It ie to be hoped that the discussions about thie
problem will aid in influencing the different managemente to take
euitable action, Maintenance, including preventive maintenance, ie
alwvays cheaper than the repair or rehabdilitation work that othervise
later hae to be carried out - or, ae %he caee may be, ths cost of
writing off most of the fixed capital in a auch ehorter periocd than
neceesary,
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The Lohan and the throe Bir-upi tennerieg are very similar in
eise, equipment arnd opsyrations. Their only product is wet dlue goat
skine and they are using almost identical Proceeses., All have two
paddles, 2 drums and a fleshing mackins., In addition one or twe of
theee faotories also have a setting-out machine which, for the pro-
duotion of wet blue goatskins only, is of lese importance. Each has
& oapacity of from 1,000 to 1,500 pieces per day. From a seleotor's
point of view, i,e. disregarding the ochemioal and physical propertiss
vhioh oan only be ascertained threugh laboratory tests, the quality
of the wet blue goatskins produced was also very muoh alike from
plant to plant and nust in general be desoribed as good and well
aoceptable, eepecially taking the oharacter and condition of the raw
skins into account. Originally, in the first phase of their operations,
quite some ocaplaints about the ohrometanning were received, especially
from Francs and Spain, After having taken oorreotive measures these
oomplaints are not heard any more and the chemioal/physioal properties
.0f the present produotion seem to satisfy all customers,

The visite to the factories and the diecussions with the teohnical
Banagere revealed, hovever, that many improvements - to some sxtent
alse having an influence on the quality, especially as to its ocnsistaney -
oould de effected,

o Generally the impertance of keeping the proocessing oondisions
88 nearly the same as possible from batoh to batoh was not
fully appreciated, Such conditione are:

= using speoified and controlled weights of vater and
ohemicals,

= keeping the temperatures inside narrov limits(say * 1%),
especially in bating, dut also for ozuplo'ut the end of
the ohrome-tanning,

= arriving at correot pH in the various stages, e.g. after
the deliming, vhioh should be teeted with a phenophtalein-
solution as indioator,
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= timaing the different operstions acourstely, allowing
the appropriate time for e¢ach chemiocal aotion bdut
neither morc nor lese.

o 7addles are used for soaking and liming. Experiences froa
other countrise indicate, that these operutions are more
consistently and at least as well performed in drums of
slow rotation (2-3 r.p.m.), To change would, however,
sean an investment in such druas,

« All the faotories were using excessive amounts of eodium
sulphide - in som casee more than double the amount that
vould constitute an upper limit in moet tanneries of this
kind, DBesides the poor eoconomy the reeulting high pE
ie likely to cause a swelling detrimental to the quality,
The doubt, that lesser amount would not lead to proper
unhairing is fallacious as has besn proved in most other
tanneries. The excessive swelling would instead maks the
Temoval of the hair roots much more difficult by closing
the hair saok neer the surface of the skin,

» Chrome-powder was used in all the factories for the actual
chrome- tanning, but none used the special advantages therebdy
obteinable for the proocess, In using, in this Tespsot,
fairly old methods mors chrome-powder than RecesSsary vae
used to obtain a satisfactory result, usually a "boil-teet
proof" leathsr as demanded by the customere.

One of the problems often encountered in the tanneries is exceesive
vrinkles, appearing from time to time in the tanned skins. In most cases
it ie impossidle to identify cne single factor as the cause of the pheno=-
senon, If caused by ths nature of the skin, which for example can change
from season to season, the tanner hae no possibility to eliminate then,
but may of course aggrsvate the situation by unsuitable proceseing
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methode, Most of the processes up to and inoluding the ohrome~tanning
can adversely influence the situation and an exoecsive swelling in the
liming, eimilar to that mentioned above, might very well be a heavily
contributing faotor, Other possibilitiee wers discuseed in deteil
and hints of how to identify the causee were offored,

Some factcries had problems in keeping wet blue stock in good
condition, With time discolouratione and salt depoeits appeared on
the piles of skine, especially on the top and on the sidee of the piles,
Thie is no doudt caused by the uneven drying-out of the skins, whioh
will force the liquor inside the skine towvarde the surface, vhere the
disolved ordinary and unfixed ohrome salts will be deposited during
the further evaporization of the wvater. Incidentally, the phenomenon
also indicates a too high salt concentration in the pickle, badly
fixed chrome during the tanning or ineuffioient vashing at the end of
the chrome-tanning. If gone too far, the skins must be put into a
drum to be washed again, then piled and after a veek or eo wrapped in
thin polyethylene sheets to etop further or too rapid drying-out,

Thie should be done any time the wet blue goatekins have to be
stooked for longer periods, It night not bve neceeeary,however, if the
excess water is removed from tlhe skins, e.g., in a eanmnying maohine.

Further advice wae offered on several other points and in
oonclusion an outline of a fairly modern, efficient prooess for wvet
blue leathers, from liming to chrome-tanning wae given and discussed
in detail (Reproduced in A=nex II;A chart demonstrating the sequences
of operations and intermediate and finiehed products ie also shown:
Annex III), The main theme during the diecussions wae why a process
vas formulated in a certain way, which, it is hoped, will in the
future help the Banagement to make changes baeed on rational thinking
and available facte and knowledge.
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The Bhgjiravws tannery has 2 fleshing machines, one for small

skins andone for big skins or small hidss. Also, equipped with addi-
tional ;Sa‘ddlol and drums, its capaoity to produce wet bdlue goatskins
is estimated at about 3,000 pieces per day, Otherwise, what is said
above about methods, prooesses etc. is also in general relsvant to
this tannsry's wst blus production,

Hovsver, at the nmoment this is the only tannery in Nepal, that
has ventured tc proosss the goatskins further than to wet dlues. In
cooperation with a German leather faotory they have started to produce
oxrust for linings and finished suede for heel grips. To this end there
ars installed shaving machinss, re-tanning/dyeing/fat-liquoring drume
and setting-out machines in the wet department., A chamber for suspen-
sion drying has b en built and this will later during the monsoon de
stsam hsatsd for more efficisnt drying. Saw dust conditioning is used
before ths meohanical softsning of ths skins, which is performed on
an ordinary Jjaw-staking machine, The neceswary buffing and dust brushing
machines (for the sueding etc.) are imstalled in & special room and for
the final setting and drying a steam heated toggle drying unit is provided.

Most of the maohines are quite new and are adequate for their
puarpose, The capacity of producing orust linings is at the moment
about 1,000 - 1,500 skins per day, but with fairly small additions in -
machinery this capacity could oertainly be increased considerably.
Starting from the wet blue stook the retanning, dyeing eto, is performed
according to specifications from the German company, which at least at
presont is the sole out-let for the crust as wsll as for ths wet blue
goatskins not treated furthsr., 1In the future it is the intention
of both partners that all the goatskins shzall be processed %o at least
the crust stage, Due to the precence of the West German expertioe
for the retanning etc. only a few topics in this area, such as
conditioning cf the skins before staking, were discussed.
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A substantial part cf the skina will later be m~de into fizished
lining leather and for this purpose a nev finishing plant has been
ereoted. A hydraulic press, g€lazing machines,and a pin-whael measuring
machine are already in place and a 2-station spraying nachins with
appropriate drying ssctions was ready for test runs. ith this equip-
aent considerable quantities of finished goatskine, be it lining or
shoe upper lsather, could be produced, Ths bottle neoks will be the
plating (hydraulio presses) or glaszing operations. The spraying
machine should be abdls to spray some 4-5,000 skins per 8-hour shift
(with 2-3 passages),

The German company is only interested in lining leather, but
wvith the machinery now available and the know=how obtained grest _
possibilities exist for the tannery also to movs into the produotion
of other types of leather, e.g. glazed kid, chevreau, glove and/or gar-
nent leathers, It will not be easy, but in the long run the opportu~
nities ars evident. The processes and methods for the produotion of
these leathers were discussed in detail with the technical unqonont
during several vorkxng sessions,

shoe an ther goo try

Sebblers

Traditionally footwear of some kind has always been made in
Nepal. Ths earlisr mentioned ocobblers of Dailekh and elssvhere have
produced shoes since a long time. These shoes are of & rather crude
dssign and execution, but they are filling an evident need, In
contrast to the tanning industry the shoe naking of this kind has a
definite place also in ths future dsvelopmsnt of the leather industry.
Shoe=making does not depend for its qQuality to such an extent on a
certain level of mechanization, As & result cobblers are today found
in almost all parts of Nepal, although most of them in Kathmandu,
making rather sophisticated types of shoes. As a matter of faot the
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quantity of shoes produced by them also exceeds that of all the local

shoe factories combined, It is estimated thct in the Kathmandu ares

alone there are some 2-300 small units consisting of one, or in a very

few cases, two or three cobblers working whole time, !lany more are

working at other jobs during the day or during the planting and

harveeting of crops and making or repairing shoes in their off houvs. |
From the number of cobblers and from other sources, as the volume of
locally sold upper and sole leathers and imported shoe components, it
is calculated that more than 7%,000 pairs of foot—wear are produced
annually by these small units,

Only a small number of the cobblers possess a seving zachine,vhich
is the one m2chine that usually cannot be dispensed with, Those cobblers,
who do not own a machine, will either bdorrow one, or buy ready-made
uppers from a neighbour or from India, Also imported from India are
all other shoe components, except for sole leathers and part of the

upper leathers, A working paper on the financing of shoe-making (cobblers) in
Nepal, is presented in amnex VIII.

Shoe factorjes |

Four shoe factories have been established in Nepal and one more has
recently been started in Dharan, Almost all have suffered heavy losses
forcing one to close down some time ago and others to operate under very
difficult conditions, The latest available production figures are given
in the following table,

Iable  Shoe production by factories in Nepsl. EPaira)

Fiscal years)

Factory 1970/71 71/12 72/13 73/74 74/15 15/16 16/17 71‘79
1, Bansbari 55972 63204 66117 71500 48957 45479 42455 36904
2. Nepal Ftw,BID 5878 1152 - 3044 5511 2332 4055 3795
3. Nep.Shoe,PIE 690 3453 13049 5938 11250 8384 6228 CLOSED
4, Denesh 3217 2172 4103 2012 4326 2994 2117 2932

Total 65757 69983 83269 -;2494 70044 59189 54855 43631

Sgurce; Department of Industries +) 77/78s 9 months only,
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1. 3Jangtari Leather and Shog Factory Ltd, = Kathmendu /

The shoe factory, established at the same time as the tanrnery,
employs 125 workers and has a capacity today of about 200 pairs a day.
The machirery is not very advanced and the training of the workers
has been very inadequate, Just as in the cass of the tannery the
shoe factory has had snormous difficulties, dus to lack of know=how,
zanagerial skills etc, This has earlier shown itself in a productivity
as low as 0,5 peir psr worker and day as of last year only,i.s. the
preductivity (as wsll as ths quality) vas less than half of an ordinary
cobbler, wvho sasily alone will producs 1 pair s day., The losses, incurred

- every year since the start of ths factory mors than ten years ago, have
slso been very high. The rsnevsd technical aid from Chine has already
produced soms results and, it is hoped, should put the factory on the
right track, As in the case of the tannery, this mission has assisted
only in giving advice in general terms,

2. N 1l Foot W Products (Pyt) ~td
Balalu Industrial District = Kathpendu

This shoe factory was established in 19€3 by Nepal Industrial
Development Corporation (VIDC) and HMG, Department of Cottags and
Village Industries(DCVI), The factory was planned for a capacity of
75 pairs a day, a guantity that nas never besn approached, The
machinery is in a very poor condition because of inadequate maintenance.,
Aftsr having incurred losses of about 380,000 rupees the company was
scld to a private party, Neither the new management was able to run
the factory properly and after suffering further losses of about half
a million rupees the factory was closed down for more than a year,

Fivs years ago the company was sold again, but also the new owner,
vorking as General Manager, has had andhas great difficulties, The
Teason is obvious: unfortunately there is an almost complete lack of

ths sssential knowledge and experience necessary for the running of

a shoe factory. XNo short-time advice, technical or economic, can Treverse
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the trend. To male this factory into a successful undertaking the
company has to undergo a complate r=organization and a work training
programme has to ve carried out., Outside know-how has to be brought
in,

3. Nepal Shoe }lanufacturer,
Patan Industrial Eatate - Patan

Due to technical problems and financial difficulties the owner
of this factory had %0 close it down in the end of last year, No
visit to the plant nor discussions of other poessibilities have been
possible to arrange, but it is understood that the problems were
similar %o those of Nepal Foot Wear Products,

4, Denesh Shoe Co. - Biratnagar,

The company has its own outlet for the shoe prcduction as the
proprietors also own several retail shops in Biratnagar and iaciden-
tally, this was the reason for starting the faotory. About 20 people
are employed and the production is some 15 pairs a day or roughly
5,000 pairs a year, mainly in men's shoes. The machinery consists of
two sewing machines and one roushing (grinding) machine. The
latter was home-made, but functioned quite well, Corsidering the
rather poor equipment inthe factory the shoes vroduced were surprisingly
vell made,

In the course of two visits many technical points were discussed.
Advice was given how to improve several operations, such as cutting,
skiving, sewing etc,,as well as how to increase the productivity by
organizing prcperly the materials flow and order of work,

The company complained about severrl matters in connection with
the import of necessary raw materials, Almost all upper leather is
imported from India and only the sole leather is obtained from The
Bansbari tannery in Kathmandu, To process the papers for the Duty



Exenption on imported raw materials zight take & very long time -
in one instance it tcok ncarly 8 morntks. The sales tax of 12¢° will
in reality come to abou® 1% a8 custom duties etc. is added to the
value before calculating the tax, In trying to produce chapals in
Nepal was found the curious situation that the duty on finisned
chapals is lower than that on the raw meterials with the result
that imported chapals ars sold at a lover price in Nepal than the
Tav oaterial (components) can be importsd at,

5. Nepal Chala Jutt

Dharan Industrial Estate = Dharan

This factoxry, which occupies one bduilding in the estate
(managsd by ISC, Xathmandu), was started by & local cobblsr wiek
the intention of producing about 1,200 pairs a year. There are
two seving machines and a grinding whesl, but at the zoment no
production was forthcoming., It was said that 2-3 persons vere
enployed intermittently.

a3 indust ]

The artssans of Nepal produce many articles that contain leather,
8.8. sheaths for the Khukri knives, kis ror differsnt purposes,straps

etc., but thesc activities have rarely resulted in an industry, Of
some interest ore,howsver:

1, Neggg Leather Wgrk!. - Kathmardu

This company employs nbout 40 peo;le and produces a variety of
articles such 23 suitcases, beauty boXes, brisf cases, ladies'bags,
gontlemen's kits, wallets stc,, JThe workmanship of the products is
quite good, but as to productivity, costing and so on much is to
be done,

Unfortunately, most of the covering materials ussd are not of
leather, but plastics and textiles. The reason is really mainly the
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lack in Mepal of suitable, finished leather, If such leathers
had besn easily available at reasonable pmices the factory would
certainly consume appreciable quantities,

20 E.‘T L!&thg; Wo;kl.

Nepal Leprosy Truet, Eilsen Lodge = Kethnandu

This is a small faotory, employing less than ten people and
producing leather goods, such as ladies' bags, belts etc., mostly
for the tourist trade, Some small export ordsrs have also been
exvouted, The leathsr obtained from the Bansbari factory is of
inferior quality and rsally not quite up to what is needed, 3But
still the products, taking existing corditions into account, are
qQuite interssting., If more suitable leather could be found locally,
the production could surely be sxpanded quite a lot, Technical
assistance would then also be much appreciatsd,

Raw hides and skins

teristics an 1it:

A1l hides and skins in Nepal are from an international point of
view both srall and thin, The Cattle hides havs an estimated average
vat salted weight of only adout 11 kgs. The avsrage yield at the
Bansbari tannery is 13 sq,.ft, per hide or 1,2 8q.ft, per kg vet
salted hide, which is an extremsly low figure, This is certainly
to a great extent due to the poor condition of most hides,necessitating
sXcessive trimmings, Dry hides, with an averags veight of about 7 kgs
per hide, have a still lower yield or approximatively 11 sq.ft,,which
again indicates hides of very poor conditions., Examinations of dry
and vet salted hides af ter liming do indeed show that the damages to
the hides are vory extensive and that vary fsv of them can be considered
to be of good or even fair quality, Almoet all the defects, that can
be inagined, are present in abundence. Damagss incurred during the
life of the animals such as open or healed wounds, urine stains
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and insect ticks are prevalent, just as are handling and flaying
damages ~ scratchss from dragging the anizals ov:r rough ground
and cuts frezm the flaying knives in the fleshside - and just as are
curing damages - nairslip. putrefied spota on the grain and sunburnt

parts on dry hides - and so on.

The condition of the Buffaloe hides is better, although most
of the defects mentioned above will be found alsc in this oase. The
average wet saltad weight and dry weight are 22-23 kgs and 17-18 kgs
per hide respectively. Most of the buffaloe hides are used for
vegetable tanned sole-leather, but very satisfactory shoe upper leather
can also be produced,

The Goatskins, as wet blue, Tange from 1.5 %o 6«7 sq. ft. with an average
of about 3.5 sq.ft.per skin, The grain is normally quite fine and the
skin damages are not at all comparable to those on the hides, Still,
roughly 254, which is a fairly high figure, of the total number would
not be accepted in the normal table run or in the first three selec=-
tions,which usually constitute an export consignment.

As very few Sheep skins are collected, no reliable information
conoerning their charaoteristics and quality was available or eould
be gathered,

The cgllecting of raw hides and skins

In ordar to obtain a better utilization of the indigenous raw
materials the a2xport of unprocessad nides and skins is prohibited, To
avoid infringements the collecting and processing is also regulated

by HMG throuch a licencing system.

At the moment the Bansbari factory his a virtual monopoly on
cattle and buffaloe hides, This ias said to be necessary in order to
stop abuse of licenses granted to small firms, which would process
only & few of the hides and illicitly "export" the rest, Some
tanneries have complained about the situation, but the managerent of
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the Bansbari factory, wiich not ocnly has the task of producing

leather and shoes but 2130 9f aiding the industry as a whole,maintains

thet any tannery that can show a bona fide intent to process the hides
to finished leather, will be granted a license to collect and produce.

Recently the Bansbari factory has reorganized and intensified the
ccllection of the hides. Some 25-35,000 hides, of which 30=40. were
cattle hides, were collected earlier each ye:.r, which was much less than

the capacity of the tannery, estimated at 48,000 hides a year., In
1975/76 more than 54,000 hides were collected and this number has later
been increased considerably, Since all the hides cannct now be
processed, other tanneries have directly been offered hides to process,
but at the sace time a special permit to export the surplus has been
applied foz,

The collection has been organized in five regional centres with
godowns and several smeller offices scattered throughout the country,
According to some of these centres, transport and economy permitting,
a manyfold increase of collected hides could be obtained,

The Goatskins are collected by the licensed tanneries described
above. All have their own collecting chain, consisting of 10-15 small
centres all over the country, but predominantly in Terai, where the
g8Teat majority of the skins are to be found, although the 8slaughterings
in other parts of the couniry are just as big or bigger., According to
information received from the tanneries about a millien goatskins have
been collected during the last year, a figure, which more or less
agrees with the export figures whien rejects and stocks are taken into
account, A certain percentage, difficult to estimate, but probably
in the range of 20-40% ,is Indian in origin, due to the fagt that
during this period it has been to the advantage of the private,amall
collectors to sell to lepalese tanneries instead of to Indian. The
long, open border, the free entry of both nationalities in each other's
country etc, makes it virtually impossible for the authorities in both
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ocuntries to control absolutely the flow of animals or hides and
skins, (In the case of buffaloes and buffalce hides the flow has
been in the other direction), Hence, probdably some 700,000 goatakins
have been collected in Nepal,

Sheep sking have all the time been negligible - it is said that
the skins are eaten with the meat,

Availability

The statistios in Nepal conoerning the pepulations of domestio
anizmals and the take off is very scant and often not quite reliable,
Most of the estimates are reached by using old data to which are
applied estimated growth rates, There are, hovever, some means to
ocrosscheck the figures,

The National Agriculture Census conduoted in 1961/62 by HMG,
Central Bureau of Statistios, gave the following livestock

ReRulationss
1, Cattle - 5,728,724 4., Goats - 2,795,013
3. Horses - 37,908 €. Pigs - 28%,767

In 1976 a Pilot Survey on Livestock Populations in 5 (D1 - D2)
districts out of 75, also bty EMG, Central Bureau of Statistics, gave
the following result:

1) D2 D3 D4 D3

1, Cattle 89063 50002 75015 74134 63121
2, Buffaloes 23207 48260 15961  1%5822 19178
3. Borses 282 144 412 423 265%
4. Goats 34798 39150 37959 64833 28891
5. Sheep 1607  528% 567 1855 8467

6. Pigs 1832 2193 556 10520 6958
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Dl - Surkhet/Farwestern Regions; D2 - Kaski/Western fs gion
D3 - Bara/Central Region; D4 - Dhankuta/Eastern Region;
D5 - Solokhumlen/Eimalaya Range;

Let D1, D2 anc D4 represent 39, D3 21 and D5 15 similar districts
and the following average population figures will be arrivsd ats

1. Cattle - 5,300,000 4. Goats =~ 3,100,000
2, Buffaloss - 1,800,000 5, Shesp - 270,000
3, Horses - 23,000 6, Pigs - 330,000

Of course this is not a very correct way statistically, but as
& rough orosscheck to ensurs the magnitude, whioh is important for the
lsather industry - not the exaot nunber, it serves its purposs., Ths
nunbers agree in fact very vill, considering the method, with those of
ths 61/62 census and hence, for ths animals that are of interest here,
the following population figures are aoceptsd as rough,but sufficisntly
accurate estinates, (Eggg: In sarlier reports ths sheep population has
besn estimated at about 2 million, which must be a mistake. On ths othsr
hand, Mr Manta, Project Manager of Sheep,Goats and Wool Production -
NEP/72 /006 believes, that the number is more than a million, bearing in
mind the concantration of the sheep population to csrtain districts and
the difficult of assessing wandsring herds,)

1, Cattls - 6 million 4. Goats -3 million
2, Buffaloes - 3 million 5, Shesp - 0,3 million

Ths take-off or death rates of the differsnt groups are also very
difficult to estimate, It is & crime to kill cattle and therefore the

deaths result from old age, sicknesses or accidents, Estimates of the
dsath rates range from 10 to 20%. Acoepting 15% would mean that about
900,000 cattle die annually., The same figure, 15%, seems to be more or
less applicable also to the buffaloes 2s the take-off(slaughterings)
for meat production, i.e. about 300,000 animals, to which some 30,000
buffaloes imported annually from India for ths Kathmandu meet zarket,
oust be added, Tig take=off would be considered very low, if the
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buffaloes were kept primcrily for meat and ’:nilk production, but
since their main purpose ie for traction in agriculture and transport,
the average age ie comparatively high, resulting in a low take-off,

As to the goats, mostly kept as scavengers, a norual take-of!

would be in the range of 60-80 % , but eince the elaughterings aTe
: governed more by other faoters - eaorifices at feetivals, feed

availability, etc. = than by en optimum meat production oonsidexraticns,
& 30re probabdle figure would be about 507, reeulting in some 1,500,000
killings per year, A still ouch lower take=off from the Sheen populasion
is likely, sinoe the main product in this case is the vool, Abous
75=100,000 killings are probabdle and thus, oompared with the number of
the other animals, the eheep, initially at leaet, are of less interest
to the tanning induetry,

With further developments in agriculture and anizal husbandry the
abeolute take-off figures should inorease considerably, This,however,
is & very elov procees and-nc great changes are snticipated in the
near future, Theoretically the killings and deaths should also roughly
correspond to the number of hidee and ekins availabdle for processing,
Unfortunately, for eeveral Teasons, this is not the oase in Nepal:

e Only ocertain people of low caste will flay dead ocattle and
Yery often the caroass will be destroyed unflayed, 0z, the
time between the death and the taking care of the body has
been s0 long as to render the hide uselese,

o In remote areae thare are no collecting of hides and skins
and no knowledge of their value.
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e In the hilly areas, inoluding the Kathmendu valley, the
local people profer to ratain end eat the skins of the goats
and sheop as vell as th¢ hides of the duffaloes, The hair
or wool is burnt away leaving the hide or skin to be out up
wvith the meat. Some say, that when and if local bdutchers
realise tha value of the hides or skins, this custom will
disappear, but others express the opinion that the meat
will locee much of its taste after removing the skin, A
prohidition by law would probadbly be the only way to elimie
nate the practice and if this is possidle is doudtful,

- A dig advantage would of oourse be if the slaughterings were
oasried out in regular slgughterhouses. The flaying and curing would de
done under much more oontrolled conditions with a certain upgrading of
the hides as a result, Even siaple slaughtering halls, to which the
slaughterings could be conoentrated, would be preferable to the present
uncontrolled conditions, It is understood, however, that for several
Teasons, religious, traditional etc. this will bde difficult to acomplish
and oertainly will take a long time.

In the whole country there is at the moment only one slaugh terhouse,
viich vas built in Hetauda with Danish financial and technical aid,
Duzing the few last years the slaughterhouse, which was to be combinsd
vith & buffalos, pig and poultry raising farc, has hardly been in
operation, due to technical, managerial and supply difficulties, With
reneved Danish assistance it has nov startod up again, but at & much
lover production than installed., The designed capacity is 50 buffaloes,
50 pigs, 500 chickens and 300 duoks per day. At the moment only about
7-8 buffaloes and 30 pigs are slaughtered ReT veek and it will be a
long time = prodably 2 years or more - before the intended capacity is
arrived ag. The tuffaloe hides, which are the only onee of intereet
here, are all s0ld (the moropelyl) to the Bansbari faotory in Kathaandu,
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The tannery has established the price - at 1 rupee per kg hide -

which from a normcl market point of view is zuch too low, & faot

that distorts the economic result from the slaughterhouse as vell as

the tannery. Normal prices should be agreed upon through negooiations
between slaughterhouse and tannery or competitive biddings by interssted
perties should be alloved in order to rectify the situation,

£ bilities

¢

It can safely be said, that nothing would have a greater esonomic
impact on the leather 1ndultry in Nepal, than a dnﬁ.mto improve-
ment of the over all quslity of the raw cattle and bduffaloe hides and
of the collecting of all types of hides and skins,

Although, as stated earlier, the statistics and estimates are
very unreliable, accepting the figurss arrived at the followving table
vill give an indication of the Yearly gain thooreticllly possible

(whioh all could be converted into fereign exchange, either by direot
export or by substituting present imports),

Type of Theoretically Colleoted Difference Approxizate
Hidss ox availabdle today roughly Value if in
Skine mm.m 1000 Pieces 1000 Pieces fair conditicp
Cattle 20 8ao0 44,000,000 Rs,.
Buffaloe 330 30 300 54,000,000 "
Goat 1,500 7%0 750 20,000,200 »
Sheep 100 - 200 J;QOQ QoQ ™

Includiag added vclue after processiag - uostly to vet blues -
the total gain would e aporoximntively 175 willion rupces or

15 aillion US dollars. Ia tiis evaluation dus consideration his

been talken of tne occuirrcace of r2;ects Yeoth in hidas and in skins.

The overseas export of leather from Nepal in 1976/77 was 55 million rupees
out of = total oversacs axport of 3¢ aillioa rupees, or rcoughly 155,
The theoretically rossiule addition of zuother 175 adillion rupees

indicates tiae importancz, that must be attached to tiese resources.
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It ie evident that in the short term only a fairly emall part
of this gain can de realized, On the other hand it is aleo quite
clear, that without much effort many more hides and skine than at
preeent could bde ocollected, A nevw hide price policy with real
incentives for the farmers to take care of the hidee and ekine nust,
hovever, surely de implemented., With due coneideration of hide
quality, prices muoh oloeer to the actual (world market) value should
be estadliehed., A much larger hide proceseing could then be
supplied with hides, The present wet dlue goat-skin tanneries by
contraet have already a total prooceseing capacity in excese of the
theoretically availadle ekins - their total capacity is roughly
3 aillion skins per year,

In the long term the opportunities are very great and all
activitieo at improving the colleotion and the guality of the hidee
and skins ehould be encouraged., Several projects for improvements
cf livestook are under way, but in the oase of handling,flaying,
curing and collecting much ie yet to be done. A technical assis tance
prograane, e.;. executed by FAO/UNDP, ehould de seriouely considered
and ap educational programme direoted to the village pm:zol*zayttl1
enphasising the economic benefite and showving the methods and the
advantagee of a elaughterhouse, even if rather crude, should also bYe
ocontemplated,

e trade in hide sk ezthe at f ]

The trade statistice in Nepal ie not very detailed nor complets,
Barlier the statistios of the overseae trade ae well ae the overland
trade with China and India wvere pudblished regularly, dut in later yeare
only the overeeae trade has deen recorded by the Trade Promotion Centre.
Most of the trade with China ie, however, included in the overseae
figures and only the small and, compared to the total trade, negligible
part taking place bdetween Tibet and Nepal ie not poesibdble to aeceriain,

)/ (Village) governing body.
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while the figures for the trade betwien Nepal and India can de
colleoted from Indian sources. In talks with the Custom Officers
of the most important border towns, through whioh the gTrestest
part of the trade is taking place, these figures have been cross-
checked and gerarally found to be reliable,

Raw d d s

Before the emergence of the wet blue tanned goatskins as an
export item the hides and skins trade vas almost exolusively
ooncentrated to India. And only a rather small part of the skins
were at that time ocolleoted and traded, 1In 1967/68, for example,
1t is evident from the Indian import figures - although they are
somevhat anbiguous - that only roughly 125,000 goatskins vere
traded, a figure which should be compared with the expoxrts of wet
blues of later years (1976/77 about 800,000), Today it is not
pernitted to export raw goatskins,nor hiles for that matter,

Earlier, quite a fev raw hides - rattle and buffaloe = vere
also exported to India, and even in later years roughly 10-15%,000
hides have been exported to India and China and some also overseas,
Compared to available raw hides in Nepsl the number exported is
rather insignifioant.

~

¥et blue jgstlkins

In later years the export of wet blue goatskins froa Nepal
has bhad a spectacular development in respeot both of numbers and
prices, vhich can be seen in annex IV. The table also
indicates the most important oountries of destination, Murthermore,
the prioes obtained, in Tupees per skin, have deen calculated and
added to the table,
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Earlier the prices were below those of the world market, dut
in recent y=ars they have reached this level: In the future must
therefore ve cxpected fairly sazrp fluctuations, which the inter=
national prices often experience, ailready in the last half year
of 1977 the average price has levelled out and in faot fallen
slightly,

It is also evidant that the highar prices have been an incentivs
to intensify the collecting of the skins, PFart of the increase in
quantity, hovever, must be attributed to Indian skins, wvhioh for
economio reasons have been bdrought illicitly into Nepal, as mentioned
earlier, A further increass in the quantity is without doubt possidls,
but will need greater eofforts in the ocollecting sotivities,

Aeather

The Bansbtari Leather and 3hoe Pactory is at present the only
factory in Nepal to produce finished upper and sole leathers, The
MRReE _Jegther is used by themselves in their shoeproduction,except
for the quantity sold to local cobblers = in 1976/77 about 70,000 sq. ft.
but the year before ornly some 2,000 square feet were sold on the local
market, No upper leather is therefore exported, Instesd the Banstari
faotory as vell as the cobblers are buying some quantities, almost
sxolusively from India., In 1976/77 the Indian export=figurea indicate
that in total about 50,000 square feet of Upper Leather or parts made
thereof were inmported to Nepal.

As nentioned, Nepal Leather Industries, Phairawa, has started
to produce suede heel-gxip and grust lining legthor from stock of
vet blue goatskin, In the first six months of 1977/78 about %0,000

8q, ft, of such leathers were subsequently exported to tne réasral
Republic of Germany.

The gole lesther,nade of buffaloe hides, is produced by the
Bansbari factory in quantities that cover much more than the combined
needs of the shoe factories and the cobblers., The surplus must
therefore be exported and consequently no scle leather is imported,




-3

Exoept for small trial lots sent to India and overseas, the sole
leather has boen exported to China, and further fairly big orders
have recently again been placed with this country. The local need
is adout 50 tons a year and the surplus to te exported could be as
large as 150-200 tons, if the tanning seotion produced at optinmum,
but until recently the output has been much lower., For the last
five years the quantities scld have been the following:

Years  112/73  M973/74 M74/75  A978/16  A976/77

Tons, 108 30 38 91 202

h.m‘: IQOOI

Except for shoes and sandals of special types, attractive mostly
as tourist souvenirs, the shoe export from Nepal is totally negligidle,
although some trial orders, especially to China, have been executed,

The iaport of different kinds of footwear is on the other hand
qQuite substantial, Annex 7 also indicates the most significant countries
of origin.

In three years, from 1973/74 to 1976/77 the value of the total shoe import
has grown from 4 to nearly 13 million Trupees. DBecause the overseas trade
statistics do not epecify neither quantity nor shoe types it is
impoesible to establish accurately how many leather ehoes are imported
or their value, Further inquiries revealed, however, that comparatively
few and surely not more than 100,000 pairs of leather shoes were
included in those imports during 1976/77. 4idded to the Toughly
275,000 leather shoes from India it is probably safe to say that aore
than 350,000 leather shces are st present imported to Nepal and that
this quantity is gTowing each year,

Qther ieather gcods
As in the case of shoes, the export of leather §00ods ie insigni-

ficant - valued at about 10,000 rupeses Or less per year and consiats

mainly of tourist souvenirs,
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The import is more noteworthy, but unfortunately impossible to
specify as to numbers and articles, Again in the three years from
1973/74 to 1976/77 the value has steadily increased from about 200
thousand to nearly 1.4 million rupees as shown in annex VI.

General considerations

For a discussion on the appropriate structure of the tanning
industry in Nepal, the local leather oconsumption will be decisive.
Similarly the local lesther shoe produotion will decide the amount of
leather needed, No speoial attention to leather goods is necessary
here, since the amount of leather demanded by this seotor is and will
te very small compared to that needed by the shoe industry,

The leather shoe demand in Nepal will probably grovw only slowly
in the near future, The overwhelming part of the big inoreases of
later years in the imports of footwear certainly consists of very cheap
and siople types made of textile, rubber and/or plastics, These are
covering the increasing need of supplying some basic kind of footwear
to the great majority of the population. The presen: consumption of
leather shoes, at least as to magnitude, can therefore be used as a
basis for a discussion..

In rough figures some 125,000 pairs of leather shoes = 75,000
by cobblers and 50,000 by tho shoe factories - are produced, while
the consumption of upper leather is about 250,000 sqQ.ft. - 200,000
from Bansbari and 50,000 imported from India - figures which tally
well, supposing a use of 2 8Q.ft, of upper leather per pair of shoes
(an average of the mixture of men's, ladies' and children's shoes).

It seems cortain that a local shoe factory, reasonadly efficient,
should be able to compete with the Indian and overseas imports, The
high fasaion, high quality shoes will without doubt, in the beginning
at least, be out of reach, as will another fairly great part because
of its variety - a shue factory needs some standardization of its
production to be efficient, Still, some further 100-150,000 pairs of
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leathor shoes (with uppsrs of leather) or about ths same number as
ths total produoction in the country today, should be possidle to
produce and sell profitably. This result implies a further produce
tion of 300-500 pairs a day.

The present difficulties encountsrsd by the shoe faotoriss
are not caused by a lack of a markat, but instead by not being able
to oompete with the import, nor sven with the cobblers, in price,
quality and styling., The comparatively high pricss needed by the
local manufacturers are caused zainly by low productivity,insfficient
use of the raw materials and large overheads, If a new shoe factory
was built to produoe the amount mentioned as a target, this factory
without proper technical, sconomio and general management, would soon
find itself in the same situation, If, on the other hand, the
factories in the Kathmandu ares vsre rsorganised, rsfinancsd and
sudbjected to a programme of balancing, modernising and rationaliszing,
their combined capaoity should bs enough even for the increased produc-
tion envisaged., With a fsw additional machines, such as a lasting
machine with nicessories and a light clicking machine at an estimated
FOB cost, including spare parts, of 100,000 rupees combinsd with
assistance for work training, production efficiency, styling etc.,the
Bansbari factory alone should easily be able to produce more than
500 pairs a day even without adding to the present work forcs, The
other shoe factories need in the first instance only technical
assistance for a complets overhaul of their operaticns. Such programmes
¥Yould surely from a national economy point of visw also present the
most inexpensive way to attain a sufficient leather shoe production at
& satisfactory quality level,

In addition a programme to asaist the local cobblers in ths
purcheses of raw materials and ir investments in sewing machines and
tools would increase their production oapacity. Sueh a programme, also
involving an attempt to create a cooperative, is uhder consideration
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for possitle financing by Ugited Yations Capital Develorment Fund
(UNCDF). The difficulties of reaching the cobblers and zetting them
to cooper=zte should rot bo under-eetizated, but if successfu}, tae
scheme would undoubtedly improve their productivity and also the
quality of their products.

As %o the laa‘her raquirements thers is an ample production

of 90l¢ leather,more than enough also for the increased shoe production,
if realized, About 30 % of current sole leather out-put must be
exported. Just now the export is making a profit, but this would
certainly not be the case, if the raw buffaloe hides had been priced
correctly. The hides comprise only about 12 % of total costs, which

is an extremely low figure. Any further expansion of the sole leather
production, except for the increase obtainable by a more officient

use of the present facilities, should not be contemplated, The surplus
buffaloe hides, that possibly would result, could be used to gTeat
advantage in making suitable shoe upper leather.

The 1lgcal ypper leather production is on the other hand not

sufficient, neither from a quantity nor from a quality point of vievw,
to satisfy the Jdomestic shoe industry or the leather goods zanuface
turers, To neet orly present requiremsnte, the production of upper
leather has to be increased by 50,000 sq. f+. from 200 to 250 thousand
square f2at per year and to some 500 thousand sq. ft. later, if and when

the increased shoe production Is a reality.

Simultaneously the quality has to be improved, eince otherwise
the greater volume would not be accepted, 3till, half @ million square
feet is not a big yearly production from a tolerably well equipped
finishing Qdepartment, With the comparatively small changes suggested
earlier, i,e, the acquisition of a 40=frame toggle unit and three
large spraying booths with adequate spraying equiprent at estimated
ICB coets of 350 aBd 100 thousand respectively or in %otal 450,000 rupees, that
department in the tannery of the Banetari factory, should well be

adble to produce the required amount and, with proper technical
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assistance,reach an acceptable quality level, To divide such a
small quantity on sevoral finishing units would be a considerable
waste of capital and would unnecessarily increase the nanufacturing
ocost, A finishing department with & minimum of machines, which are
required not the least out of quality considerations,should easily
te able to produce 4-8 thousand sq.ft. per day or annually le2 o
million sq,ft. depending on processing methods. e

The Bansbari factory - the only producer of sole and upper
leather from hides - has been suffering in all its departments, in the
shoe factory as well as in the tannery, especially from a lack of
managerial and technical skills, When the Chinese technical team soon
leaves Nepal, the factory must obtain further assistance, if the recovery
begun is to continue. Besides technical and organizational problems
the productivity is very low., Some type of pay incentives, e.g. piece
work, which ought to be combined with an intensive work training,will
have to be intrcduoced, It is especially important, that the machines
at least approach a normal production and not, as has been noted in
several cases, deliver less than 20 % of the volume that should be
eXpected,

In the discussion above no mention has been mnade of export of
$ho#s or upper leather, The reason is, that it is unrealistic to
believe, that it would be possible to do this for quite some time
to come, Yot until a nodernizing and tr2ining programme has been
carried out, and this will certainly take a few years, would such a
scheme appear conceivable, At such a time the question of establish-
ing new shoe factori:s and/or another upper leather finishing plant
should be considered again.

The looal demand for 1ining leather of cattle hides should be
satisfied by the Bansbhari finishing plant, Linings of z0at skins are
available from an existing goat skin tannery,
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Coming to the tanning and retanning of cattle znd buffalog

hides for upper leather purposes the situation is different, The

capacity of the Bansbvari faotory is evidently not enough especially

if the collection of iides is stepped up. As pointed out, the number
of hides theoretically possible to collect is very great and from a
practical point of view an additional 50-100,000 buffaloe and cattle
hides could surely be collected annually starting almost immediately.
A large part of the hides would then be collected in Tersi, the trans-
port costs to Kathmandu, especially of rav hides which are scmewhat
disagreesble to handle for longer periods, would be high and the
necessity to enlarge the tannery capaoity at Bansbari would create
several problems,

Except for the number, which the Bansbari factory would need to
increase its production of finished leather, the surplus must to begin
vith be exported as wet blue or, preferably, as crust, Finished
leather, as explained, must be considered only as a later export
possidbility, If the tanning was made in a nev tannery and if the
Bansbari factory had expanded its finishing capacity as suggested,
the latter factory could obtain for finishing the necassary number
of tanned hides to satiﬁfy completely the future local demand,

The circumstances lescribed lead to the conclusion that Y
nev chrome tanning factory for wet blue and crust hides should be
established in Terai and, if the number of hides collected is
increasing rapidly, a second unit could 2ls0 be ccntemplated, It
is hardly necessary to make an economic feasibility study for such
a plant, Wet blue cattle hides, even of the low quality, that at
least at first has to be expected because of the poor condition of
the raw hides, have always a narket, especially in Europe. The
internal raw hide prices have sinply to be fixed in such a way that
they will make it possible to export at a reasonable return to s
vell=run tannery,
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As to the markgting of the wet dlue cattle and buffalce hides,
a simple advertisment announcing their prompt availability in the
European(especially Italian, British, German and French) leather
trade journals would irmediately bring in numerous inquiries, The
prices that could be obtained, depending so much as they do on the
quality, are impossible to estimate, but anyway, for the economy of
the country it would certainly be better to tan and sell the hides
than to throw them away, Incidentally, the Bansbari factory has
already obtained licenses to establish one new faotory in Hetauda
south of Kathmandu and another one in Nepalgunj in the vestem part
of Nepal, These tanneries would tie in well with what is suggested
above,

A suitable anrnual capacity for & new factory of the type discussed
would be about 100,000 wet blue (70,000 cattle and 30,000 buffaloe)
hides with an average wet salted whight of 15 kgs each., It should also
be possible to process further to crust some 50,000 wet blues, Such
a factory is outlined in some detail in Annex VII. The selection
of a suitable site has to be investigated separately, taking into
oonsideration the importance of having an ample and suitable water
supply and of getting minimum problems with the effluent, Ease of
transports and available external services are of course also to be
taken into account,

As to the goatskins a well functioning trade in wet blues has
been established. The tanning capacity is already much higher than
the number of skins that could possibly be collected, The next
obvious step from a national economy point of view would be to develop
a trade in crust leathers and ultimately in finished lesthers, The
advantages would be obvious: added value and as & consequence increased
foreign exchange earnings, but also better olassification of the skins,
less shipping weight, which might allow deliveries by air, and easier
packaging,
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There are, however, some aspects of suoh a new narketing
situation, which have to be recognized, The further processing
will sharply reduce the possibilities of utilization in the
countries of destination, resulting in a smaller market to explore
and more competition to deal with, The gcat skins fetch very good
prices as wet blues because they can be made into very high olass
fashion leathers in sjeoial finishes and colours and thereby still
be profitable to the importing tannery. To acoomplish this a olose
oooperation between tanner and customer and very short delivery and
shipping times are necessary conditions, which are extremely difficult,
if not impossible, to attain in this country, The methods used for
the production of thess expensive leathers are very sophisticated and
the workers highly skilled, The further processing of goat skins
is thus to be approached cautiously and with the understanding, that
to reach an acceptable leavel in Nepal will require much tine, great
efforts,nevw technical know-how and skills and comparatively large
investoents, '

One way of coping with these problems would be to organize
Jojnt ventures with tanneries in the industrialized countries,
tanneries that could supply the technical know=how, impart necessary
skills and,not the lea;t, make avallable a ready market for the
intermediate or finished products, One such cooperation has been
estadblishad successfully and further similar ventures should be
encouraged,

The leather industry in Nepal is too small to justify the
creation of an institute to train technicians of different levels or

%o carry out any general research and development (R&D) aotivities,
The tmeoretical education in leather technology has to be obtained

abroad, where for example several Indian institutions are giving many
types of relevant courses, In Nepal itself these activities have to

be carried out, if at all, by and in the individual *anneries.
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On the other hand there is a definits need of some kind of
Quality control and testing faoilities in the leather fisld. The
Ransbari factory would again be ths logioal place for such a depart-
ment, to serve not only thamsslves but also the othar tanneries and
shoe faotories in the country, In organising the tachnioal assis=
tance, which has been found absolutsly necsssary, ths quality oontrol

and testing activitiss should also be included and appropriate oqui)nontg/
should bs obtained,

In oonnection with the marketing of leather LXport _incentives
havs alvays been discussed., Earlier in Nepal there was a differenciated

export bonus system, vhich was Tecently rsplaced by a flat donus in

the form of & highsT sxohange rate from export earnings (16 instead of
12 rupees per US dollar), As an incentive for the tanners to develop
the trads in more proosssed lsathers, crust and finished, many countries
&ive a lov or no bonus for wet blues, & somewhat higher for inter-
Bediats products and a rather high one for finishsd leathers, Such a
systen has of ten been sud®essful and the introduction of a similar
systen in Nepal should perhaps also be contenplated,

Ths tanneries as wsll as ths shoe factoriss need to AQport ray
2aterislp vital for the production. In many oases difficulties will
arise, due to delays at the custom offices or in obtaining import
licenses or from othsr causas, often of an administretivs rature, 4
system, whare ths anticipated ysarly need for such rav materials is
early calculated and Tegistered, e.g. with the aid of ISC, and a
blanket license issued, which could be used immediately when necessary,
would be of great hslp to the industry.

Due to the special conditions in Nepal the distribution of £2048

to diffsrent parts of the country is very difficult, For many
codbblers it is easisr to obtain leather from India then from the local
tannsries, As the collscting of hidss and skine is intensified, more
colleoting centres ars established., BMut Just as being a purchasing
agent for a tannery such a csntre could also act as a2 selling agent,

2/ Calculated to cost about 720,000 rupees.
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Small stocks of sole leather, linings and upper leathers in different
parts of the country vould greatly ease the problems of the local
cobblers in obdtaining raw waterials for their shoe production,

. In discussing the lack of pertinent experience znd skills of
the managers, frequently deing met in different enterprise, it ought
%o be pointed cut the of tem ocourring changes 3% the exscutive level.
It is & great loss to a company vhen an executive, who during a cecuple
of years has learnt to deal with the daily prodlems alvaye appearing
in & factory, suddenly is removed and replaced vith a nevw zan, who has
to go through the same experiences again, At least in produoction
units, vhere experience really counts, changes of this naturs should be
avoided, if not absolutely necessary, At the same tize the ianertance
SL Reing & TARALET cannot de over-emphasised, The instructions to the
general manager ought to be olear on this peint, The objectives and
expected results of & production unit should be clearly defined and
the managesent aade responsidle for astaining them. But sizul tanecusly,
the management should also have complete authority to take yrompt
sstion and to make necessary changes in all matters pextaining te the
aetivities of the ¢empany,
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CONCLUSICNS AND RECOMMENDATIONS

The preceding discussion reveals the very great need that
oxists in Nepal to improve substantially the performances of the
leather and shoe industiias. It is also quite evident that this improve-
ment can only be seocursd through a rather asssive, cutside teohnical

aid of a fairly long duration., Consequently, it i® Fecomgended thst:

1, a techniocal aeeistance project is formulated and imple- |
mented, e.g. by UNIDO/UNDP or any other appropriate inter=
national organisation, The project should ’upyly the follov=
ing experts:

- 1 leather technologist £Or § YeaTBseeccccrecessssocssIb 8/8
1l leather finishing specialist £or 1 yea&Xieesssceceeel? "
1 shoe technologist for 2 Y&, ccevrevcovooscscccccsdh
1 shoe designer for 6 BONtNB.cccecvvcsvrcoscrccvccces 6 "
1 maintenance and machinery specialist,l yea®.....seg]2 "
L3 BN SR LY 7113 - o 7; |

The team,vhich should aid all the factories of the industry in re-
organising,nocdernising and rationalising as well as in training ths
work forces, should de attached to Bansbari Leather and Shoe Pactory,
Ltd,in Kathmandu, whoss zanagsment personnel would act as counter-
pazts to the experts,

2, a physical and chemical laboratory with a emall pilot plant
is established at an estimated cost of 720 thousand rupees
(60,000 US dollars) for the purpose of quality control and
linited devslopment work, The unit, intended to serve the
vhols industry, should also be located a2t the Pansbtari
factory,and should be put in oommission with the aesistance
of the experts already enumerated, It would be convenient

if the above propoesals could be integrated intc one project.
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Avare of the tremendous opportunities offered by the great number
of hides and skins thecretically available in Nepal, great efforts
should be made to intensiry the collecting and to improve the handling
and treatment of the hides, To assist in these activities it jg
Eescmmendeq that:

J. & hide and skin improvement specialiet, e.g, from FAO,is
attached at least for a year to the hide ccllecting
department of the Dansbari factory and, if convenient,
also incorporated in the project propoeed above,

Bansbari Leather and Shoe Faotory,Ltd. plays the most izpowtans
Tole in these proposals for three reasons. 1) It is the bdiggest
single tannery and shoe factory in the country and the assietance
should have the greatest impeoct there, 2) It is a public sector
enterprise given the task by EMG to aid in the development of the
vhole leather industry, inoluding private ococmpanies, 3) Prom an
institutional point of view, it would certainly provide the be#$
conditions for the assistance project personnel to bde sucoessful
in their work,

Realising the importance of improving and inoreasing specifically

the production of upper leather it is Tecommended thgt:

4. & toggle drying unit and spraying equipments, at an esti-
zated cost of 450 thousand rupees, are thuu:od and installed
in the finiehing department of Bansbari Leather and Shee
Tactory,Ltd,

Similarly, to fill the acute need of scme nev equipaent to
increase the shoe production it is recommended that:
S. a light clicking machine and a lasting machine with
acoessories are purchased - estimated combined cost about
100 thousand rupees - and installed in the shoe factory
of Bansbari Leather and Shoe Faotory,Ltd,,
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Being confident that already nov many more hides oould be
collected than what is actually being done today and aware of the
lack of tanning capacity for an increased number of hides, it is
recomuded that:

6, a new tannery to prcoees hidee into wet blues and partly
into oxuet is estabdlished either in Hetaulda or in Nepalgunj,
oontingent on & prior confirmation of euitable conditions
primarily ae to water eupply and effluent, A prooeesing
capacity of about 100 thousand hides per year is suggested
and such a tannery is descridsd in scme detail in Annex VII,
If the hide collection is inoreasing rapidly a second tannsry
of about the same size ehould be contemplated for a second
location, It is felt that for a project of this type interna-
ticnal financing through easy developments loane should bs
rather aocceesidle. For the planning and exeoution, and not
the least foT easy access to a foreign market, a joint
vesnture vith a Buropean tannery would be the best solution,
If thia proves imposeidble the planning and exscuting body
should work clceely with the specialiste of the assistance
project proposed adove, If no technical aid through s joint
venture ie forthcoming, the preeence of such specialiste is
an abeolute necessity for a successful izplementation of the
tannery projeot,

The occbblexs in Nepal, producing more shoee than all the shos
faotories combined, should be aided in increasing their production
&8 nuch as possidle, It iy gecomuended thst:

Te = & projeot tc ease the financing of their purohases of

Tav materials and of their investmsnts in sswing machinee
and toole is initiated,poseidbly also by inducing them %o
forn a cooperative of cobblere.,

- The Department of Village and Cottage Industriee through
its leather section carriee cut a progranme of teaching
those cobblers,who in certain districte also perfora
tanning of hidee,more efficient proceesing methods.



Some administrative measuree would de beneficial for the leather
industry as s vhole and therefore it {8 pogouriondud thct:

HMG studies -he followirg points and, if not found in
conflict with other policiee, takes sotion to

oase the difficulties of ocbtaining raw materials in time
by alloving blanket import licenses, which could thus de
used instantly when needed. The licenses should be dased
on statenents of intent from the different compenies,
registered and checked by an authorised governzent ageney,
e. 8. I8C,

provide incentives for the tanners to procees the hides
and skins further and so cbtain greater added value, by
giving an export bonue,vhich is differentiated acoording
$0 the proceseing etage.

increase the effioiency in the leather and shoe fac:ories
of the pudlic seotor by yearly fizing the production
targets and naking the panagement totally reepcnsidle for
attaining thim, Neoessary suthority to carry cut adequate
seasures dust then of coures be provided.

aotivate the labour force to work more effectively by
introducing pay acoording to work done(piece vork payment),
T™hie ie especially important for the operators of
sachinee,the ocuteput of which muet reach a certain level
in order for the whole factory to be able to Teach zinimua
targets,
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Amex I

JOB DESCRIPTION

Leather Industry Adviser

Your months

As soon as possible

Kathomandu,vith travel within the country as required

To advise the Government on the rehadilitation of the
existing leather and footwear manufaoturing plants in
the ocountry,

The expert will be attached to the Ministry of Indultry
and wvill, in particular,be expected to:

1, assess the situation of the entire leather indultry
sector in Nepsl and idsntify the problsms aotually
inpeding the successful developaent of the leather
producing as wsll as the lesther utilising industries;

2, swudy problems associated with an advise on improve-
aents needed Tegarding diffsrent aspeots of rav material
00llection and prooursment;

3, study the production process,available produotioen
faoilities and capaocitiesjincluding design capabili-
ties,and possidle other constraints regarding the
optimum utilization of the feoilities,and make
recommendntions for necessary improvementsj

4. study the quality of the products presently manu-
faotured and,if required,recomnend improvements in
the gquality control system presently exsrcised;

5. study different aspeots of management both in
organized and non-organised seotors,as well as the
finanoial 2tatus of these industrial sectors and
possible esisting finanoial constraints,

Ths expert will be expeoted to present a finsl report
setting out his findings and presenting his recommenda-
tions for optimum utilisation of plant capacitiss and
for solving the various prodlems identified during his
mission,in oxrder that the Government might take the
followmup sotions required,

The leather industry expert should have extensive
experience in the leather industry field,and have
previous experience in assessing the situation of
the entire leather inlustry sector of a ocountry,

English,
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Annex II
WET BLUE TANNING PROCESS
dmup operstions - drum of 2--3 r.p.m. % on Soaked weight,

Soaking: Depending on oure - until hide material well restored.

Liging. dehajringt 60 - 100 ¢ water, 20-25%C
3 % lime powder
2 - 2,5 % Sodiuzsulphide disolved in water,added
in two equal portione 1 hour apart,

Run 1-3 hours and then 5' each hour., Total time: 20-22 hours,
Wash, Discharge. Flesh and possibly Scud. Weigh: Limed veight.

DEuR operationg - drum of 6-8 r,p.m. % on Limed weight.
Deliping,bating: 60 - 100 % water, 35-38°C

1~ 1.2 % Ammoniumsulphate; Run 10!Y,

Add for Hides: 0.%5 = 0.7 % normal bate; Run 0,75-1,25 hours
Goats sgkin: 1.0 = 1,5 % " " Run 1,5=2 hours

Check that the liming is complete by putting a drop of phenophtalein
solution on a cut of hide or ekin., If red, add ammoniumeulphate
and run until colour has disappeared,

Wash 20! with water of 20-25 C , Discharge water completely,

Piokling: 60 % water, 20-25°C
5 <6 % ealt (NaCl)

a) 0.5 % Caloiumformate; Run 10'; Add slowly through axle hole
1l - 1,2 % Sulphuric aoid diluted 1110 with water
or b) 0.8~- 1% " " " " " "
0.3 - 0,5% Formic aoid dilvted 1:10 with water

Run 1-2 hours. Stay over night - run 5' intermittently,
Early next morning run 15' . Add undisolved:

-t t 6 = 9 % Chrome powder, 26% Cr203, 33 % baeicity; Run 30!,
A slovwly 0,8 = 1,2 % Sodium bicarbonate,disolved in water 1:10,
during 1 hour., Run further 5~6 hours. o
Check pH to be 3.5 and the temperature to be at leaet 3% C! If
neceseary add hot water to reach this temperature and run ',

Discharge, Pile for 24 hours, If possible wring-out (sammy),

Jotes 1) The high humidity often found in Nepal will cause many chemioals
to absord water. This has to be checked regularly and the percen=-
tages used must be adjusted correspondingly.

2) Un upper and lower limit in the percentages indicates that the
optionum hae to be found locally, but also that inside these
limits the leather produced will still be of an acceptable
Quality,

3) In the case of the chrome powder some customere pyefer s high
chrome content (boil test proof), A low chrome content is pre-
ferred by those who want to have wider choices for their re-
tanning,

4) If a poddle is used for the liming, the percentages have to
be increased 25-50 %
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TARNERY PROCESSING CHART
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ﬁotcl Small letters, i.e. liming, mean: chemical added;
Capitals,i.e. FLESHING, mean: mechanical operation.
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Agnex ¥

THE SHOE IMPORT TO NEPAL

\

S$hocs cud Saandals not avecifisd )

Jiscal Vears

1972/ 74 1974, 75 1975/ 7 197€, 77
J000 s 000 us 000 .3 ‘000 s
26 600 1 851§ S L3
- - $? 3
0 22 22 25
26 330 554 331
20 63 C66 725

Subtotal 12 1073 2 057 109

India ++)
Leathiar Si

‘000 ‘000 “000 ‘000
Pairs lQupces Pairs Pupces Pairs llupees cairs nLudecs
ks 191 3 bve 245 3 622 201 W 507 272 5 776

Ltier rootuear 6L Los 22 138 68 526 66 602

Tl s B AEUGEEES & . ® TSt WA e s s emmas Bmmn -

Subtotal 25 2807 287 3810 35, 203 337 5776

gEsad,.d

+) Sourco:

ve) gourcg:

gtal 42485 3.8 §.929 15333

NE2aL OViiSea8 Pewe SUarISTICS 173,74, 1. 75-7€
and 1,76-77; vuverseas Trade Statistics Unit,
irade “romotioa Centre, fathuaadu.

(Compilation)

ontaly Statistics of the foreigm Trade of Indiza, Vol I,
wxports O. Reexports (.arch 1,74, 1575, 1576 and 1.77).
Gov. of Iadia; lirsccor General of Commercial Intallijence
and Statistics; Calcutta. Compilation. Indian currency

convertcd to ilepal curreacy).
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THE LEATHER GOODS IMPORTS TO NEPAL
(Not specified)

country of

- - B Wl A B AR S S B e adea AP SU MDA B b o b. & S

Jisczl Joars

orizia 1973, 7% 1974, 75 1975, 7€ 1976, 77
‘000 s 000 us ‘000 s ‘000 28 |

China *) 11 208 290 118 '
est Germany “ 1 - - 33
Hong Kong 62 167 547 741
Japan 29 3 12 9
Singapore v s 17 4 Lb
Thailand g 68 114 243 278
% - 20 ? 4o
Usa g - - - b3
Uthers 1 8 1 81

subtotal ) 7 27 110k 13
Iadia +) 19 13 79 9

gragd.Tstal 128 b+ 1,382 1a828

+) Source:

++) Sourco:

JAPAL LVLLSEAS Lidans §.aTISVICS 197247k, 1.75-76
aad 1976-77; uverseas urade Statistics Uait,
irade Jromotion Centra, llathmandu.

(Coupilation)

.onthly Statistics of the foreign “rade of Iundia, Vol I,
Suports I lecmdorts (liarch 1974, 1975, 1976 and 1977)

Gov. of Indic; Director Gaucral of Coumercial Intelligence
and Statistics, Calcutta. (Coupilation  Iadian currency

converted to iapzl curraency) .
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Apex V11

TENTATIVE WET BLUE AND/OR CRUST LEATHEIR TANKERY

In-put. Hides
calculated as
‘et Salted
dumber Tons
Appually:
Cattle hides 70 000 750
Buffaloe 30 000 7%Q
In total 100,000 1,300
D‘ill’
Cattle hides 280 3
Buffaloe 120 ]
In total 29g é

Land. 8quare netres.

(Expansion up to finishing

anticipated)

Bui}diugl. Square metres.

Factory buildiag
Gffice i
Sheds

Total suildings

8 e e a—

alternative I
"ot Jlues only

—— -

Alternative I
‘et Dlues and Crust

Out=put
Sq.ft.

1 050 000
1 200 000

$.8¢2.20¢

& 200
4 800
2.3%¢

10 000

1 200
200
koo

1.m

Cut~put in sq.ft.

''et 3lues Crust
480 000 %30 000
800 000 390 000

1a222.299  270.9%0

1 800 2 300
3 200 1 600

2.388 2208

10 0Q0

1 800
200

300
3,298
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Hachinory. (.rices are for Juropean machines iacludiag Spars Parts).

-—-—

Altornative I alternative IIX
i et Slues only ''et Zlues and Crust
uumbar E;;;m;é;d llumber E;;:m;;;d
Drums, ¢#3x3 n, 2-3 r.p.a. 6 51 000 6 51 000
Floshing a/c, 2100 =z, heavy 1 29 000 1 2% 000
- Y vy 1500 ¢, light 1 23 000 1 23 000
Drucs, #5x3 a, 5 r.p.m. 6 84 000 6 84 000
Sauuying n/c, 1300 mum 1 30 000 1 30 000
Splitting =/e¢, 1800 mn - - 1 318 000
Shaving m/c, 1200 um - - 1 26 000
Druns, g3x2 m, 12-16 r.p.m. - - 3 24 000
Samnying m/c, 1500 an - - 1 28 000
Setting-out n/c, 1500 am - - 1 31 000
Toggle Drier, 20 framcs - - 1 42 000
Measuring m/¢, pin wheel - - 1 14 000
liiscellaneocus equipaent,
handlift truck, scales,
fans, tools, laboratery _
uteasilcs, tables etc. - 14 000 - 1% 000
3oilor 1 4 000 1 22 000
Trueck 1 12 000 1 12 000
CIF - Costs - 14 000 - 29 000
viachine installations - 10 €00 - 1% 000
Installations ('‘ater,
electricity ote.) - 8 000 - 8 000
Effluent treatment - 20 000 - 20 000
Total liacnimery 269 000 10 000

o

or iz Ruposs iC 230.9% 6,129,990




to ..a¢ -’

The pricos Zor tho uachines var, iaside wido liuits. So2e
goed Iadian uackiaes, for exc@ple, can Lo found at auelh lover
pricos and, carefully geloctod, tais can briang dova the uachinery
¢ost considerably - 25-50 % is not unusual. leconditioned, second
head cocuines, taat are just as 3004 23 nev omes, can also ve
found, ospecially i1 Curope, where zany tannerics have closad
dovn. In a joint veatura, thc foreign parta.r ehould guarantee
the functioning amd quality of those maciinos and iz such 2 case
the wachinery cost couldbe brought dowm still further. A 40-80 %
reduction night well be possiblo.

2ereongel . wltornative I Alternative IX
“le [1-9§ +ot E}u! _l_ﬁ‘ Cl‘ﬁt

staff and indirect worikars. Nuaboy nabe

rvianaging director 1

Sales/Purchasing maaagor 1
Technical manager

Ass. tccha. nanager

Foraomen

Agceountaats

Secratary

1ypist

L3cianics
Zlactrician
Carpenter
srieklazar
QGuairda

ataaa“na”qa-&aa

Driver

Production woriors.
Skilloed

Unsiilled
185252
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Seage.

Be local coets, neither capital or construotion ceete ner sala~
2ie0 or vages, have deen presented, Sizmilarly no hide pricee o2
hide ocollecting coste are supplied., Te make a profit/loee calou-
lation or to find the bresk even point, or in fact to make any type
of econcznic analyeis, relevant figures have to be provided at that
tise, 3ome other data, hovever; are neceseary for such ocaloulations.
Although they often differ videly from factery to factory and fros
seuntry to oountry, average figures, commonly experienced in eimilar
tanneries are provided dtelov, With theee bDaeic data the actual
co0te can bBe caloulated when needed.

Sheaionl goetes Caloulate
0.95 Mupee/sq.ft, of Wet Blue Cattle Kides

1.0% LS L * Buffaloe "
1.9% e " Crust Cattle Kides
1,65 e " *  Puffalce "

Dial censucation' If gly Wet Dluge sre produced there is ne

fuel consumption, The hot water needed ie

heated electriocally., Otherviee coloulate
0,05 Xg ™el cil/8q.ft. of Wet Blue Leather
011 » » »w  _w. w Crust lLeather

BAes3Ricity' Calculate consumption according to
0,07 kilowatthour/sg,.ft., of Wet 3lue Leather

0.15% » «"a " (Cpust Leather

Needed Effeot from transformer in kilowatt ie about § of
the daily coneumption (at full capacity) in kilewatthours.

2ackaLing 8ad Sundry gosts: Caloulate 0.1 Rupee/ec.ft. Lecther.
ReERciaticn: The folloving percentage are commonly used:
Duildings 5 %
Machinery o
Office equipment and Vehiclee - 20 ®



¥ataz. Caloulate
15-20 1itres/eq.f8. of Leather, To cope vith

eventual expansion socme 200-300 cudic metres per
day should de availadle,

YaXRARE Canital.
In Fepal the following stock seem %0 de needed:
Chezicals foxr € months
Hides » 4 sonths

(Nidess Collecting = 4 veeks, Ravw stock = 2 weeks, In
process -~ 2 weeks and Pinished/Sales = 4 veeks,)

2alss.

As aentioned, it is very difficult to estinate the qualivy
of the hides collected above the present number and oonsequently teo
eotimate the prices obtainable. The aversge (taken into acocount

prodadle rejeots etc.), minimum export prices sheuld, hovever, not
b less thang

0.26 US § per sq.ft. Wet Dlue Cattle Hide Leather
Q.37 » » " ® Wet Blue Buffaloe Hide Lesther
0,38 » » " " Cyust Cattle Hide Leather
0.48 » @ ®» ® Crust BJuffaloe Hide lLeather
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Aopex VII1
WORKING PAPER OF THE FINANCING OF SHOR-MAKERS (com.ns) IN XIPAL

Ixsagble

In the Kathmandu area alone thers are some 200-300 szall unite consisting
of 1, or in a very few casee, of 2 or 3} cobblers working whole time. Many more
are working at other jobs during the day or during the planting or harvesting
of crops and making or repairing ehoes in their off hours. From the number of ‘
cobblers and from other sources, as the volume of locally sold upper and sole
leathers and imported shoe components, it is calculated that more than
75 000 pairs of footwear are producei annually by theee small unite.

This is & figure which is appreciably higher than the combined production
of all shoe factoriee in Nepal.

The import of shoes and sandale from India, accounting for about 70% of
all shoes imported to Nepal, is at the eame time still high; for April 1976
to March 1977 the figuree are:

Tree ber of pairs Valu ¢ (1)

Mubber footwear 1710 11 266

QCthers, sole and upper of rubber ‘ .
or plastic 1 182 13 275

All leather shoee, closed toe 176 6263/ 2 646 422 ,
All leather shoes, open toe 81 8753/ 830 556

Leather-soled footwear, NES 10 000‘/ 149 %87

Rubber-soled footwear, canvas 46 517 333 867

Rubber-eoled footwear, upper leather 7 355’/ 69 209

Rubber- or plastic-eoled footwear, NES 16 615 T1 9%8

Sgurce: Monthly Statietics of the foreign Trade of India, Wol. I, ,
Ixporte and Reexports, March 1977, Gov. of India, |
Director General of Commercial Intelligence and Statietics,
Calcutta (Exports to Nepal),

&/ Or roughly in total 275 000 pairs of leather shoes. N
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From this, and also from numerous interviews with the cobblers who state -
that they have no difficulties whatscever in selling thsir shoes, it is quits
Clear that the local market can absorb substantial increases in the local shoe
production, if price and quality all comparably to the Indian import, The
quality of the shces already produced by the cobblers is &enerally good and
competitive, The prices are, however, higher than those for exported shoes.
It has to be taken into account though, that the locally produced shoes in
general are nore fashion-directed and thus more complicated than most of ths
imported shoes, which usually are mass produced and of a more simple design.
A price competitive edge could surely bs obtainsd by a better materials
purchasing system and a more efficient production organization among the
cobblers., An investment programme for the benefit of the cobblsrs, which
would also induce them to co—operate, should be very helpful in attaining
these goals.

icemise -(ulumgt jons

United Nations Capital Development Fund (UNCDF) is interestsd in promoting
investments and in supplying working capital at grass—root lavel.

The shoe-making units of 1 or 2 workers (cobblers) are thought to be such
a group of small businessmen to who financial aid should mean lower raw materials
costs and a possibility to expand their production.

The financing funds should be used exclusively to supply easy loans for
working capital to or investments by individual cobblers or a registered

collective of the same.
The money will be put to the disposal of HMC for this special purpose.

The monitoring of the funds could be delegated to one of HMG's agencies,
e.g. ISC, NIDC, Department of Village and Cottage Industries or the Bansbari
Leather and Shoe Factory.

The actual granting of the loans should be made by a body composed of
the cobblers themselves, e.g. by the board of a co=operative, and such a

decision should be executed without undue delay or red tape.

The initial project should cover the Kathmandu area, later to be axtended
to other parts of Nepal.
Prerequisites

An ISC study to show that a co~operative is feasible and that the cobblers

or a subatantial part of them are interested in such a venturs.
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Rmalintion

A co=operative is formed comprising at least 50 individual cobblers,

a board is elected, HMJ appoints the nonitoring agency and establishes
the rules for awariing the loans.

Barpose
The loans can be granted to:

(a) Individual cobblers for investmemts in

Mildings, machinery such as sewing aachines and tools;

Working capital to buy lesther and other materials used in the
shoe production, e.g. rubber sheets, textil linings, threads,
shanks, nails, laces, eyelets, adhssives and polishes and
suxiliaries such as lasts and desigm patterns;

() A co=operative for ths establishment of & ssrvice center with the
aime

To act as & purchasing agent, collecting and combining the
individual requirements, finding suitable sources and naking
the actual purchases for later distribution; )

To function as a work-exchange center, possibly equipped with
some machinery, which can be hired by the members or used for
prefabrication of subassemblies of shoes.

SAzite] needed

Assuming raw materials financing for 8 weeks and a materials
oost of 25 NC M per pair, the capital needed for the total
present production would be 8

x25 x75 000 = 300 000 XC Rs
Investments in, say 20, sswing machines 2 6 000 Rs 120 000 NC As
Other investments of the same magnitude, say w
In total 600 000 XC Rs

or in IS 50 000

-








