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) Explanatory notes

A full stop (.) is used to indioate deoimals. ¢

A comma (,) is used to distinguish thousands and millions.

Use of a hyphen between dates (e.g. 1360-1965) indiomtes the full period
involved, inoluding the beginning and end years.

The following forms have been used in tables:

Three dots (...) indicate that data are not awailable or are not
separately reported.
A blank indicates that the item is not applioable.

A dash (=) indioates that the amount is nil or negligidle.

The designations employed and the presentation of the material in this
dooument 4o not imply the expression of any opinion whatsoever on tihe part
of the Seoretariat of the United Nations oonoerning the legal status of any

. oountry, territory, oity or area or of its authorities, or oonosrning the
limitation of its frontiers or boundaries.
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INTRODUCTION

1. The Second General (onference of UNIDO, held at Lima, Peru in Maroh 1975,
deolared that in view of the low share of developing oountries ia total world
industry production, their share should be increased to the maximum possible
extent and as far as possible to at least 25 per oent of total world industrial
produotion by the year 2000 (Lima Deolaration and Plan of Aotion on Industrial
Development and Co-operation, ID/Conf.3/31, ohap. IV, para. 28).

2. The General Assembly, at its seventh speoial session in September 1975,

in its resolution 3362 (S-VII), endorsed the Lima Dsolaration and Plan of Aotion
on Industrial Development and Co-operation and requested UNIDO to establish a
system of oontinuing oonsultations in the field of industry between developed
and developing oountries. The oonsultatioms are intended to explore ways and
means of bringing about the above objeotive and a new distribution of industrial
aotivities in the world that will adjust the present eoonomio imbalanoe between
developing and developed oountries and allow a more squitable development in
the interest of all oountries.

3. The developing countries! share of world production need not be the same
in eéoh industrial seotor by 20008 in some seotors it may be less than 25

per oent and in others more. The leather and leather produots industry is one
of those industrial seotors in whioh there is soope for full and intensive
utilization of on-the-spot prooessing and raw materials available in developing
oountries. It therefors appears probable that in thi.a'industrial ssotor the
developing oountries! share of world output will be oonsiderably more than 25
per ocent in 2000.

4. The First Consultation Meeting on the Leather and Leather Produots Industry
is therefore invited to oonsider:

(a) The prospeots for the growth of the leather and leather produnts
industry up to 2000 throughout the worldj

(b) How the utilization of existing oapaoity in the leather and leather
produots industry might be improved;

(o) A speoial programme to assist the least developed oountries and
other lateoomers that have potential to establish a leather industryj

(d) Ao*ion required as a follow-up to the First Consultation Meeting.

5. These four issues have been seleoted by UNIDO as priority issues for
inolusion in the provisional agenda of the Meeting. The seleotion wae based
on the onnolusions of preparatory meetings of developing oountries held at




the regional level and & world-wide study prspared by UNIDO. However, the
seleotion is not sxhaustive or finaly the Consultation Meeting is free to
adopt its own agends, adding or deleting issues as it sees fit.

6. The issues are defined in ohapter I of this working parer. The essential
features of the baokground to them are set out in ohapter II. For further
baokground information, the reader is referred to the UNIDO Draft World-wide
Study of the Leather and leather Products Industry:s 1975-2000, referred to
throughout this paper as the "UNIDO Draft Study".

7. The First Consultation Meeting is expeoted to reaoh broad agreement on
the four issues selected and to dsoide what action should be taken to stimulate
and institute greater oo-operation between developed and developing oountries
in expanding the leather and leather produots industry. Other issues related
to this seotor may be oonsidered at subsequent consultation meetings on the
industry. The First Consultation Meeting may therefore .wish to reoommend the
establishment of working groups to prepare speoifio recommendaiions for further
consultations.

8., As rsgards the report of the Meeting, the Industrial Development Board
at its eleventh session deoided that

"Pnal reports of the meetings should include such oonolusions and reoom—
mendations as agreed upon by oonsensus among the partioipants. The
reports should also inolude other signifioant views expressed during the
disoussion." (ID/B/193, para.163).

9. The issues and background information included in this working doocument
for the Consultation Meeting are supplemented by the following supporting
doouments for the Meeting!

- The UNIDO Draft World-wide Study of the leather and Leather Produots
Industrys 1975-2000 (symbol to be announced later);

-~ The summary of the UNIDO Draft World-wide Study on the leather and
Leather Products Industrys 1975~2000 (WNIDO/ICIS, 43)s

- Reports of the Regional Preparatory Meetings for the First Consultation
Meeting on the Leather and Leather Produots Industry (a) for Asian
oountries held in Bangkok, 2-6 May 197Ti (v) for Latin Amerioan
oountries held in Santiago, 6~11 June 1977 and (o) for Afriosn
oountries held in Addis Ababa, 27 June to 1 July 1977.




I. ISSUES TO BE CONSIIERED BY THE CONSULTATION MEETING

Issue No. 13+ The prospeois for the growth of the leather and
Iea?kr produots industry up to 2000 throughout the worlds
In the period up to 2000, developing oountries will nlan to

10. The Seoond General Conferenos of UNIDO oalled for full and intensive
utilization and on-the-spot prooessing of raw materials in developing
oountries to help acoelerate their industrialization.

11. Although the developing oountries possess a substantial share of the
world's resources for the produciion of leather, those resources are not
fully utilized at present. Of the potential added value that oould be
obtained by prooessing hides and skins into finished leather in 1975,
developing oountries realized only about 70 per cent. The situation is
somewhat similar for the oonversion of leather into leather products. There
is therefore soope for inoreasing the dsveloping countries! share of world
produotion of finished leather and leather produots based on their indigenous
raw material resouroes.

12. In the early 1370s, developing oountries established a large number of
tanneries and inoreased their exports of leather to oountries of the Organi-
zation for Economio Go-operation and Development (OECD). At the same time,
there has been a oorresponding deoline in tanning aotivity in some developed
oountries. This trend is well established and in the light of awilable
statistios seems likely to oontinue.

13. The development of new ocapaoity in the leather footwear and other leather
products industries has followed a similar trend in the early 1970s but is
not yet so advanced. Developing oountries have increased their exports of
leather footwear and other leather produots to developed oountries and are
expeoting to expand this trade further.

14. Unless there is a substantial inorease in the use of pigskin for the
leather industry (no more than 30 per oent is estimated to be so used at
present), the world's resources of leather are likely to grow by about 1.4
per oent a year up to 2000. It is therefore desirable thati the development
of new oapaoities for tanning and the manufaoture of finished leather and
leather produots in developing oountries to supply national and international
markets be harmonized with the ohanging situation of this seotor in the world.




15. Under these oiroumstances, the Coneultation Meeting may wish +to oonsider

on what basis developing countries should plan the long-term expansion of
their produotion, bearing in mind the followings

(a) For tanning activity, oontinuation of the well-established trend
to loocate tanneries in developing oountries at the same rate as in recent years,
in whioh case the developing oountries' share of world tamning activity would
inorease from 31 per oent in 1975 to 65 per oent in 2000

(b) For the leather footwear industry, three alternatiwve paths for
development of the world leather footwear industry, oovering the period up
to 2000, are suggestied in the UNIDO Draft Studys

(1) Dewc.oping oountries will oonvert to leather footwear and
other leather produote all of the leather produced by their
tanneries from indigenous raw materials and signifiocant imports
of hides and skins from the developed ocountries. This would
imply a gradual deoline in output of leather footwear in
developed countries. In this case, the developing countries
share of world output of leather footwear in 2000 would be
65 per oentj

(11) All of the inorease in world produotion of leather footwear
will take place in developing oountries. This would imply
that developed oouniries retain their present level of produo-—
tion of leather footwear. In this ocase, the developing oountries
share of world output of leather footwear in 2000 would be
56 per oentj

(i1i) Developing oountries will oonvert to leather footwear and
leather produots all of the leather produoed by their tanneries
from indigenous hides and skins. This implies a slight
inorease in output of leather footwear in developed oountries.
In this case, the developing oountriee share of world ocutput
of leather footwear in 2000 would be 45 per oent

(o) For other leather products, insuffioient information is available
at present to oonsider at the First Consultation Meeting what path world
produotion might follow in the period 1975 to 2000.

16. The Consultation Meeting is invited to oonsider, and if possible agree,
whioh of the alternatives under paragraph 15 (b) would be the basis on whioh

developing oountries could plan the expansion of (a) their tanning oapsoity
and (b) their capaoity to produce leather footwear.

ilm No.2. How the utilization of existing oapaoity in the
eather and leather produots indusiry in developed and deve-

loping ocountries might be improved:

What measures are needed to ensure thnt [© timun use

17. Whatever approach is deemed appropriate when Issue 1 is oonsidered, the
improved utilization of existing capacity is of urgent importance for
developed and developing oountries alike.




18. At the present time, there is evidenoe that global oapaocity to produce
leather and leather produots exceeds world aveilability of raw materials.

The recent establishment of new produotion facilities in the developing
oountries has not been accompanied by a deoline of similar produotion oapacity
in the developed oountries suffioient to keep world oapacity balanoced with
raw material availability. As a result, some tanneries in developed oountries
are operating below oapacity. It therefore appears advisable that when future
produotion units are planned in the developing oountries, the re-looation of
some existing plants from developed oountries to the developing oountries
should also be oonsidered as a means of aooelerating the redeployment of the
seotor to the developing countries.

19. Although some developing oountries have already established a leather
industry oapable of ocompeting in world markets, there are tanneries and
footwear faotories in other developing ocountries today that operate at low
oapaoity and produce low quality leather and leather produots. Before all
plants in developing oountries oan operate at full oapacity, & number of
important oonstraints have to be overcome.

20. Some major oonstraints on existing oapacity identified by the developing
oountries at their Regional Preparatory Meetings for this Consultation
meeting ares

(a) Insuffioient domestio markets and restrioted acoess to markets
in some developed oountriesj

(v) Insuffioient management and operational skills for operating
existing plants eoonomicallys

(o) A shortage of raw materials of acoepiable quality in the oountries
oonoernsd.
21. With respeot to marketing, recent developments in the industry have shown
that traders in industrialized oountries are relying more extensively on
imports from developing countries, provided (a) the prioe is attreotive,
(v) the supply is dependable, and (o) the design and quality of the produot
are suited to their markets. While some suppliers in developing oountries
have been able to oomply with these requirements without external assistanoce,
there are many producers in developing countries who would benefit from
assistanoe to improve standardization, quality oontrol, design, and access
to markets.

22. With respeot to operations and management, one approach to the problems
might be long-term agreements with partners in industrialised oountries.




23, V¥ith respeot to raw materials, national aotion is required to improve
the quality of hides and skins supplied to the tamnery. With regard to
supporting industries, developing oountries represented at Regional Meetings
felt that & looal supply of tanning ohemioals and non-leather acoessoriss
at oompetitive priocee was important.

24. The Consultation Meeting is invited to oonsider how intermatiomal
oo-operation oan help overoome these comstraints. It is suggested that the
following forms of oo-operation may be oonsidered:

(a) The negotiation of further measures to reduce, on a mutually
acoeptable basis, existing tariff and non-tariff barriere that impeds the
exportation of leather and 1lsather produots from the developing oountries;

(b) The establishment of joint ventures with partners from developed
oountries;

(0) The agreement of developed country buyers to oontraot for the
purchase of finished leather and leather productss

(d) Long-term purchase ocontraots with or without teohnioal assistance
for design, quality oontrol, training and produotion as required.

25. The Consultation Meeting is invited to recommend the type of action
needed to institute suoh oo-operation.

8 No. 3, A speoial programme to assist the least-
devel . oountries and other lateoomers that have
potential to establish a leather industrys
What measures are needed to help the least
oounirles and other latecomers that have potent t
es sh a leather r

2b. Some developing oountries poesess the raw materials for the produotion

of leathsr but have not yet developed a tanning and leather produots industry.

Countries where small domestio markets are a major oonstraint may be able to
export a major part ot their produotion through oo-operation with an external

partner. The reloocating of some of the existing oapaoity in developed oountriee,
as suggested in paragraph 10, seems to be oalled for. In some oases, attentiion

should be given to the possibility of establishing a tanning and leather
produots industry on a sub-regional baeis.

27. It appears useful to develop a speoial programme of assistanoce for the
developing oountries that are lateoomers in establishing a leather indusiry.
For interested oountries it will be necessary tc deoide, in conjunotion with
the foreign partner, whether initial produotion will be of semi-processed
leather, finished leather or leather prodﬁota. The deoision will depend on
the infrastructure and skills availabie within the oountry and the types of
produot that the foreign partner is interested in buying.

—d
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1 28. An agreement between the two partiss co-operating in dsveloping a
leather industry must enoompass all faotors neceesary for the suooessful
operation of tne projeot; it must oover more tnan only the supply of machinery
anc equipment. It is suggested that oo-operation agreements might inoclude
some of the follrwing arrengementas
(a) The provision of finanoing to purohase maohinery and equipment
and mobilizing the neosssary working ocapitals

(b) The payment of the oost of imported equipment out of the prooeeds
of sales of the produot guaranteed by a long-term sales agreement;

(o) Guarantees required by the foreign partner to proteot his invesiment
and other interestss

(d) Aooceptance by the external pariner of responsibility for management
for a defined period while local management is being trained to take overy

(e) The provision of teohniocal personnel for the same defined period
and the training of looal personnel in all ocategoriess

(f) Acoceptance by the foreign partner of responeibility for marketing
of the products in export markets, and the training of looal personnel in
marketing.

29. The Consultation Meeting is invited to oonsider a framework for agreemsnts
that inoludes the above terms and conditions and provides benefits for both

parties,

éuuo No. 4. Aotion required as a follow-up to the Firet
onsu ion Meetings

Co=ordination and monitorim of ‘lobtl progrese in tE
eather stry

30. Preparations for the First Consultation Meeting have shown that there

is a laock of information on the development of the industry throughout the
world. It should be noted that demand for leather seems likely to contimue

to axpand faster than the supply of raw materials. There is therefore a need

to oonsider how to cbtain and regularly update sufficient information to serve
future oonsultation meetings and, through dissemination to all interested
parties, provide a basis for the harmonization of produotion plans in developing
and developed countries.

. 31. The Consultation Mseting ie therefore invited to oonsider the eetablish-
ment of & leather and leather prodiois panel. It is suggeeted that interna-

Y tional govermmental and non-governmental organizations partioipate in the
panel. The panel would define the type of information on the produotion and
trade of leather and leathsr produots that is required, and would stimulate
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and oo-ordinate its oolleotion. The panel would identify experienced leather-
producing enterprises in developed oountries that are interested in entering
into oo-operation agreements with partners in developing oountriesj it would
also identify possible areas of oo-operation between developed and developing
oountries and between the developing oountries themselves.

ggyglomnt of existing oaga.oitx

32, The Consultation Meeting may also ooneider whether it would be uieﬁzl

for INIDO to identify faotories due to be olosed in developed countries,
oontaot the parties ooncerned in developed oountriee and promote their
interest in re-locating the plant ooncerned in a developing oountry. It would
be valuable if the party in the developed oountry were to supply teohnical
assistance and marketing oo-operation to the party ooncerned in the developing
oountry. UNIDO would report to the next oonsultation meeting on the results
achieved and any problems encountered.

al pro for least—develo oountries

33, UNIDO expeots to play & role in (a) bringing together interested parties,
(b) helping them negotiate agreemsnts to implement speoific projeots encompa-
ssing some of the arrangements mentioned in paragraph 28, and (o) assisting
in sucoessful operstion of the projects when required.

34. Partioipantis may wish to ocontaot the UNIDO seoretariat so that it ocan
identifys

(») Developing oountries with a potential for establishing a leather
industry that would pe interested in this form of intermational oo-operationj

(b) Industrialized oountries that would be prepared to assist interested
developing oountries through co-operstion at the enterprise and/or government
levels.
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II. BACKGROUND TO THE ISSUES PRESENTED TO THE CONSULTATION MEETING

A. The world's resources of raw materials for the production of
Teather I! the perIoa 1§7§ to 2000

35. The developing countries hawve an estimated 66 per cent of the worldts live

bovine animals and 41 per cent of live sheep and goats. However, the anmual
off-take rates (alaughter) are generally lower, and the hides and

skins produced in developing countries are generally smaller than in the
developed countries. Hence, in 1975, the developing countriu'l/ share of
potential world production of hides and skins was about 40 per cemt. By

2000, the developing countries'! share of world production of hides and skims is

expected to rise to almost 50 per cent.

36. The basis for this estimate is summarised in table 1. Further information
is provided in the UNIDO Iraft Study, whioh ackowledges that the information

on which global estimates of production of hides, skins, leather and leather
products are made is rather inadequate but nevertheless sufficient to msupport
these broad estimates.

Table 1. Estimated world production of hides and skins in 1975 and 2000

Stook of Actual or potential
live animals roduotion of hides aki
(millions) (million pieces) (million sq. feet)
1975 1975 2000 1975 2000
Developing Countries
Bovine 883 123 201 5,187 5,2M
Sheep and goats 898 295 503 1,416 2,416
Total 4,603 17,65
Developed Countries
Bovine 4%0 151 186 5,301 6,492
Sheep and goats 549 237 285 1,428 1,111
Total 6,729 8,209

Source: UNIDO Draft World-wide Study of the Leather and Leather Products
Industry.

:1 In this dooument and the UNIDO Draft Study, oentrally-planned eoonomy
oountries in Asia (Chinaj Demooratio People's Republio of Korea; Mongoliaj

and The Sooialist Republioc of Viet Nam), are inoluded in the olassifioation
"developing oountries",
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37. The estimates suggest that a major constraint on the growth of the
leather and leather products industry throughout the world will be the global
supply of raw materials, which it is estimated will increase by 1.4 per cent

& year in the period 1975 to 2000 = about the same annual rate as in the period
1960 to 1975.

38. The estimates exclude ths present use of pig skins,on which little
information is available. A rough estimate suggests that if the pig skins
used for leather mamufacture in 1975 are included, raw material available for
leather production would be increased by about 20 per cemt, that is from 11.3 to
14.0 thousand million square feet. If pig skins are used much more extensively
for leather mamufacture by 2000, they could perhaps augment potential leather
supplies by over 50 per cent, that is from 15.9 to 25.1 thousand milliom square
fest. 1In this case, raw material resources for leather production would
inorease by 2.3 per cent a year in the period 1975 to 2000 instead of 1.4 per
cent. However, for the consideration of the future growth of the leather
industry in the UNIDO Draft Study and this document, this potential use of

pig skins is not included.

B. The Qtfgtid for incruui* the dcvologi? oountgiu' share of
world tanning activity in the period 1975 to
39. The developing countries aocoounted for about 31 per ceat of world tanmning
activity in 1975, according to estimatss made in the UNIDO Study. The estimate

is approximate; it was based of an analysis of tanning activity in 40 developing
oountries and trade flows in raw hides and skins and semi-processed leathers.

40. Since the developing countries produoced about 40 per oent of the world's
hides and skins in 1975, this means that omly about 75 per oent of the resources
were used for on~the-spot proocessing.
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Sourog: UNIDO Draft Worldewide Study of the Leather and Leather
Products Industry.

Figure I. Estimated import/export balance in hidee and skias of all
developing ocountries

41. In recent years, developing countries as a group have made mubstantial
increases in their tamning capacity. As a result, they have become net importers
of raw bovine hides since 1973, and their net exports of sheep and goat mkins
to developed countries have declined. This sharp change in the flow of trade
is illustrated in figure I. A projection of this tremd suggests that developing
ccuntries as a group will become net importers of sheep and goat skins after
1965. That the trend will continue is supported by the views of developing
countries expressed at their Regional Preparatory Meetings.

42. The UNIDO Draft Study expects the tremd to contimue up to 2000 when it
is assumed the developing countries will need to supplement their own resources
of hides and skins with imports from developed countries to an extent that will
increase their tanning activity to 25 per cent above the level that it would
be if based on 100 per cent utilisation of their own resources. In this caee,
their share of world tanning activity would rise from 3 per cent in 1975 to
65 per cent in 2000. The basis for this estimate is summarised in table 2 and
is explained further in the UNIDO Draft Study.
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Table 2. Potential world production of leather in 1975 and 2000

Actual or potential Net t.lanceof Volume of hides and
production of hides trade in hides skins tannei locally
and skins and skins

————

(million sq.ft) (million sq.ft) (million sq.ft)

1915 2000 1915 2000 1975 2000
Developing countries 4,600 7,650 —1,100!/ +2,600 3,500 10,250
Developed countries 6,700 8,200 +1,1005/ -2,600 7,800 5,600

World total 11,300 15,850 11,300 15,850

Developing countries! share of world taaning output 314 6=%

Sourcet UNIDO Draft World-wide Study of the Leather and Leather Products Industry.

g/ Estimated equivalent of trade in hide and skins and semi and fully processed
leather.

43. The trend in tanning activity suggested in the UNIDO Draft Study is
indicative. The meagre information that is available and the opinion of certain

observers of the industry support the view that tanning is an activity likely

to migrate to developing countries. In the period 1973 to 1977, for example,

the developing countriesbuilt 25 tanneries a year, although only 14 new
tanneries a year would be needed to achieve th. increase in production assumed
above. There was a decline in leather production in OECD countries between

1963 and 1973, and imports of soles and uppers for leather shoes have

contimued to increase since 1973. Specific news items (suoh as the olosure of
19 tanneries in the Federal Republic of Germany between 1973 and 1974) provide
further evidence. This evidence and the fact that tanning is an arduous induetry
therefore suggest that migration is likely to ocontimue; the Consultation Meeting
is therefore invited to give a view on the indicative trend shown in the
right-hand part of figure II.
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Souroe: UNIDO Draft World-wide Study of the Leather and Leather Producte Industry.

Figure II, World produotion of hides and skins and tanning activity 197%-2000
(thousand million sq ft produced a year)

C. tentigl for i i roduction of legther footw
other lesther products in developing countries

44. The world output of leather footwear in 1975 ie estimated in the UNIDO
Draft Study at about 3,200 million pairs, of whioh the developing oountries
produoced about 1,100 million pairs or 35 per cent. World output of other
leather producte has not been estimated in the UNIDO Draft Study; the developinmg
countries* share of world output is probably considerably lower than 35 per
cent.

45. The production of shoes and leather produote ie labour-intemsive and
developing countries have inoreased their exports to developed oountriee in
reoent years. However, where produotion hae deolined in some developed
countries, the main increase in their imporis wae from other developed countries
rather than from developing oountries.

46. At the Regional Meetings, developing oountriee expressed their inteation

to expand their tanning output and to convert all of the leather produced into
leather footwear and other leather goods. Murthermore, some developing countries
are already importing hides or leather from developed countries to supplement
local mupplies.
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47. The UNIDO Draft Study expeots the developing oountries to inorease their
share of world production of leather footwear in the period 1975 to 2000
because:

(a) Domestic demand is expected to grow with urban population, perhaps
at 4 to 5 per cent a year - much faster than world raw-material supplies;

(b) There is expected to be a further transfer of production from
developed to developing countries,
48, 1Issue 1 considers three possible alternative paths for the development
of the world leather footwear industry in the period 1975 to 2000. The level
of production that would be achieved in 2000 under each alternative is shown
in the figure III and in table 3, The three alternatives imply:

(a) A large expansion of leather footwear production in developing

ocountries and a 25 per cent decline in production in the developed countries
over the period 1975 to 2000 (alternative A)j

(b) All of the increase in world production of leather footwear occurs
in developing countries, while the developed countries® production stays at
the 1975 level up to 2000 (alternative B)j

(c) Production of leather footiwear grows less rapidly in developing
countries and production in developed countries increases 25 per cemnt in the
period 1975 to 2000 (alternative C).

According to the alternative selected the developing countries' share of

world leather footwear production in 2000 would increase from about 15 per cent

in 1975 to 65 per cent, 56 per cent or 45 per cent respectively.

5 Developing countries | 51 Developed countiries
44 qoted 4 < qoted
3
C
‘-—,
/” B
2 BT _ A
11
1975 1980 1385 1350 1995 2000 1975 1980 1985 1990 1995 2000

Figure III. Leather footwear productioa 1975-2000
(thousand million pairs)
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49. It appears that developed countries could easily adapt to any one of thess
alternatives. In alternative A, the least favourable alternative for developed
countries, their production .f leather footwear declines by less than 1 per cent
a year - less than the normal rate of turnover of labour due to retirement

and other causes. Furthermore, the effect on output and employment levels in
the economy as a whole would not be severe, because the leather and leather
products industry typically accounts for less than 2 per oent of total
employment in the manufacturing sector. \

50, At their Preparatory Meeting, partioipants from Latin Ameriocan countries
concluded that tanning activity in the region might double by 2000 and that
production of leather footwear and other leather goods should inorease threefold
by 2000. The Asian countries concluded that their production of leather shoes
should increase from 400 million pairs in 1971 1o 1,500 million pairs. In the
meeting of African countries no specific level of cutput was mentioned. These
conclusions support consideration of alternative A shown below in table III.

Table 3. Estimates of world leather footwear production in 1975 and 2000

Developing Developed World Developing/ M growth og outm
countries countries total developed

oountries dcveloping dwolopod §
share oountries oountries

(million  (million (million
pairs) pairs) pairs) (%) (%) (%)
1975 1,180 2,098 3,208  35/65
2000
Alternative

A 3,073 1,691 4,764 65/35 4.2 -0.9

B 2,666 2,098 4,764 56/44 3.6 -

c 2,127 2,637 4,764 45/55 2,6 +0.9

Source: UNIDO Draft World-wide Study of Leather and Leather Produots Industry.

51. There is insufficient information available at present to make similar
¢ calculations for other leather products. However, the Conmsultation Meeting
may wish to oonsider (a) whether an expansion of the same order of the
developing oountries® share of world output of these other leather produots
oould be achieved and (b) what measures and oo-opsration would be needed to
achieve suoh a goal.



52. It may be noted that the UNIDO Draft Study has assumed ihat two-thirds
of the world resources of bovine leather will be used in the footwear industry.
On the other hand, the developing countries® share of world raw material
resources is higher for sheep and goat skins (55 per cent in 1975) than for
bovine hides (45 per cent in 1975), and this differential is likely tc inorease
in the future.

53. This large and increasing share of world supplies of skins can be used by the
developing countries to exploit the expanding market for leather products in

the developed countries. Prices for these leather products are high relative

to those obtained for foctwear, and the investment cost of the machinery required
is generally lower. But to enter these markets, high quality and good design

will be needed, as will assistance in marketing from partners in developed
countries.

D. ‘Rod loyment of existing capaoit
ltq n oer

in the leather and leather products
n developed countries

54. The UNIDO Draft Study estimates that at least 25 new, modern tanneries were

built in the developing countries in each of the four years from 1973 to 1977.

This compares with the 14 tanneries that will need to be added each year in the

period 1975 to 1985 if the development of the tanning industry in developing

oountries is tc be rapid enough for them to provide 65 per cent cf the world's

leather cutput in 2000 (the alternative presented in paragraph 15 (a)).
Available evidence also gives the impression that there has been a substantial
decline in tanning activity in some developed couniries in recent years.
However, so far there have been few cases of redeploying either whole plants
or machinery thus made idle in developed countries to developing countries.

55. At their Regional Preparatory Meeting, the participants from the Latin
Amerioan ocountries conoluded that the region could absorb the production
oapacity of the enterprises that may be closed down in the future in developed
oountries. For this to happen, it would be necessary to conclude agreements
aimed at achieving this purpose. These agreements should be based on:

(a) Feasibility studies indicating the advantages of redeployment for
both parties;

(b) Suitable guarantees for the effioient operaticn of the machinery
and equipment to be redeployed;

(c) Prevention of the transfer of the pollution effects of these industries
by the introduction of suitable safeguard clauses;

(d) Favourable oredit oonditions and terms of payment.




56. The regional Preparatory Meeting for Asian countries noted the possibility
of concluding commercial agreements/ joint ventures for the acquisition of
machinery and equipment from tanneries closed down in developed countries.

The participents from Asian countries felt that special attention would have to
be given to mechanized spraying and the establishment of finishing units
equipped with modern testing and quality control equipment. Asian developing
countries might offer incentives to attract the physioal transfer of such units

from a developed country.

57. The Regional Preparatory Meeting for African countries noted that machinery
that was lying idle in developed countries could be transferred to leather

industry training centres established in some African countries. Machinery
suppliers' demonstration models were another possible source of equipment for

such centres. It should also be possible for these training cenires to absord
teachers and equipment that are made redundant when leather industry training oentres
olose down in developed countries. A regional research and development ceatre

for the leather and leather products industry was proposed by partioipants from
African countries, who suggested that bilateral assistanoce should be sought

through UNIDO for ite establishment.

58. The majority of additional production facilities erected in reoent years

in the developing countries have used completely new plant and machinery. Only

in a few cases have machinery manufacturers purchased equipment from factories shut
down in developed countries, reconditioned it and sold it for use in a plant

in a developing country.

59. It may be poseible to relocate complete plants for leather and leather
footwear production: the majority of the machines are robust, not over sophisticated
and have a working life exceding 20 years. The feasibility of relooating, with
advantage to both sides, the plant, equipment and experienced operating personnel
that are made idle when factories close in developed countries should be

considered.

60. So far many of the developing countries have been reluctant to accept
second-hand maohinery, even when it is fully rooonditionod«gz However, this
reluctance could well change if the developing country knew that, in addition
to obtaining recorditioned machinery at half the oost of new machinery, it
oould also hire for a sufficient time the servioes of the staff who had
previously operated the plant.

2/ Participants at the preparatory meeting for African countries indicated that
before taking advantage of such opportunities, developing countries would need
to ascertain the teohnical suitability of used equipment, the contimied
availability of spare parts and the additional costs in dismantling and
reconditioning, as well as the fairness of evaluations and prices involved.
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61. One advantage of a joint venture or other form of long-terr agreement
to relocate a complete plant is that by transferring the production capacity
from a developed -ountry to a developing country there will he leas of a
tendency to create excess capacity in the indusiry. If well organized, with
sufficient incentive to the parties corcerned in the developed country, the
relocation agreement may accelerate the estatlished trend of the indusiry to
migrate to developing countries.

62. For the party concerned in a developing country, the advantages are:

(a) Machinery is obtained at lower costj 80 initial investment
and henoe overheads are loverj

(b) A plant that is relocated will be internally balanced from the
outset, because internal production difficulties are known and can be avoided
in the new location (which is not always the case with the new production units)j

(o) The services of personnel who previously opera‘ted the plant can help
to enmure efficient operation and quality productiong

(d) The market that the plant in the developed country had previously
supplied may be supplied by the developing country through a marketing arrangement
that would be part of the joint-venture agreementj

(s) The long-term joint-venture nature of the project should ensure that
it is in the interest of the party from jche developed country to ensure that
the relocated plant operates successfully.

63. For the party concerned in a developed country, the advantages are:

(a) A better financial return would be obtained for umitilized plant
and equipments

(b) A long-term interest in the relocated produotion unit could help
off-get the loss of revenie due to closure of the plantj

(o) Marketing rights to the goods produced in the developing country
could be acquired, thus enabling the party to continue trading in the sector.
64. It is muggested that the following servioes would be required:

(s) The building up of a register of enterprises in the leather and
leather products industry willing to relocate certain plant and maohinery;

(b) The establishment of a register of developing couniries that have
expressed interest in accepting relocated plants;

(o) The monitoring, through published and other sources,of global trends
in the tanning and leather products indusiry, and the ascertainment of which
companies might be interested in considering relooation possibilities;

(d) The sending of teohnioal teams to evaluate the aotual plant and machinery
thet is being considered for relocationj

(¢) The introduction of potential pariners to eaoh other and assistance
to them in reaching agreements that benefit both pariners.

-
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k. Improved utilization of existi cadacity in the leather and
leather prodvcts industry in develogea and deve oping couniries

The global constraints of limited raw materials

65. The UNIDO Draft Study provides some evidence that demand for leather and
leather products i: likely to grow more rapidly than supplies of hides amd
gking, A physical shortage of hides and skins was experienced when demand
peaked in 1973/74. The UNIDO Draft Study also shows that the capacity for
tanning established in the world exceeds the supply of hides and skina. As

a result, many tanneries in developed and develoring countries are at present
under-utilized.

The market corstraint and ways to overoome it

66. In addition Lo the gloLal constraint mentioned above, whioh affects the
utilization of capacity in developed and developing countries alike, a mmher
of other constraints have been identified that are particular to the developing
countries. They differ from region to region and country 7o countiry, but can
generally be summarized as follows.

67. At their Regionnl Preparatory Meetings, the participants from developing
countries in Latin America, Africa and Asie identified the following constraints
on marketing leather and leather products in export markets and, in particular,
in North America and Western Europe:

(a) Tariff barriers that increase as the degree of processing inoreasesj

(v) Significant non-tariff barriers (import quotas, etc.) in msome
developed countries;

(c) Lack of information on t-ends in, and design and fashion requirements
of export markats;

(d) Difficulties in establishing a local marketing organization and
in overooming the loyalty of consumers to established productsj

(e) The effect of freight rates.

68, In sddition to action that the developing countries oould take themselves
to overcome these oonstraints, the partioiparts felt it was necessary:

(a) To reaoh long-term sales agreements with buyers from developed
ocountries;

(b) To encourage international sub-contraoting in the industry;

(o) To promote joint ventures and other arrangements that would
utilize produotion facilities already available in developing countries.

]
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69. As regards co~operation between developing and develcped countries at the
government level, the participants saw scope for eliminating non-tariff barriers and
reduoing tariffs. While hides and skins are subject to a little or no duty

in most developed countries, the import duty on leather is typically between

5 and 10 per cent and on leather products between 10 and 15 per cent.

The constraint imposed by the quality of hides and gkins

70. At the three Regional Preparatory Mwetings, the participants from
developing countries saw a need to improve the quality of hides and skins. This
would require improved animal husbandry; the integration of abattoirs and
tanneries; modern slaughter housesj and the combining of slaughtering, flaying
and ocuring in one operation.

71. The need to bring the quality cf raw materials up to international
standards was recognized in all three regions. It wae suggested that standards
and specifications that would aot as a guide to the quality of hides and skins
and prooessed leather should be introduoed.

T72. Attention was also drawn tc the need for oo-operation between developing
countries in inoreasing exports of crocoodile skins and the skins of marine
and other exotic animals.

conetraint imposed existi lant 0 ti skille

73. At the three Preparatory Meetings, participants from developing cocuntries
saw & need to introduce larger and more effioient production units. In some
developing countries there was a need to introduoce more mechanization in
tanneries, particularly for the finishing of leather. Where new projects were
undertaken, oareful planning was nseded to seleot appropriate machinery and
equipment and realistically tailor the volume and quality of planned output

to domeetic and export market requirements.

T4. Joint ventures and similar forms of oco~operation at the enterprise level
with an external partner oould provide assistance for the seleotion of
machinery, and strengthening management and operational skills.

The need to develop supporting industries

75. Participants at the Prepamatory Meetings in Afrioa, Asia and Latin
America saw a need:

(a) To develop looal or regional souroes of msupply of tanning chemicals
at competitive priocesg
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(b) To further reduce *their dependence on imported technology, maohinery
and equipment;

(c¢) To develop the local production of high quality non-leather aocoeasories
used in the manufacture of leather products.

F.

Availgbility of raw materials in least-developed countries

76. Annex A contains a summary of information on (a) the availability of

hides and skins, (b) the present stage of development of the leather industry
in 29 least-developed countries,

77. Raw material availability will determine whether a country can plan a
tanning industry based on local raw material supplies or a sub-regional plant
using hides and skins imported from other countries will be required to
supplement local supplies.

Minimum size of tanning units

78. Views differ on the output levels required for a tannery to be an
economic proposition. For a modern fully-mechanized tanning operation using
new equipment, minimum requirements are approximately:
400 hides a day (1C0,000 hides a year), or
2,000 skins a day (500,000 skins a year).

79. However, with a production unit employing older (perhaps re-conditioned)
machinery and simple buildings, economic operation could perhaps be obtained
with half the above output levels, that is 50,000 hides a year, or 250,000 skins
a year. Operation at lower output levels may be pPossible in artisan or rural
tanneries, but tanning at this level is not easily introduoced into a oountry
that does not have traditional skills in the sector.

t ted leather regquirements for local oon tion of footw

80. If footwear consumption in the least-developed countries is to reach

a level of one pair per capita a year, about 60 hides a year would be needed for
every 1,000 inhabitants. Countries that have less than 60 hides available a
year for every 1,000 inhabitants will thus use all their hides to meet their
domestic needs. In countries where more than 60 hides a year are available for
every 1,000 inhabitiants, the surplus production of leather, leather footwear
or other leather produots can be exported.




§1. Most of the least—developed countries make 1ittle use of leather

produced from sheep and goat skins. Countries that have available more than
250,000 skins a year may therefore havs potential for developing an industry
that exports these skins as semi- or finished leather or as leather products.

Stages of processing

82. If the development of the tanning and leather products industiry is to
be export-oriented, a step-by-step approach is recommended. These steps
are described in more detail in the summary of the UNIDO Draft Study.
Basically, they entails

(a) Production of wet-blue leather (a primary form of semi-processed
leather)

(b) Production of crust leathers (leather awaiting final surface
- olouration)}

- (c) Production of finished leathers;
(d) Production of finished leather products.

In an export-oriented project the level of processing will have to be
agreed with the foreign pariner. If, however, the output of the tannery is
designed mainly for domestic consumption, it may be possible to advanoe
quickly to the further stages of processing.

G. The need for a leather and leather products industry panel

83. Preparation of the UNIDO Draft Study has shown that insufficient information
on the leather and leather products seotor is currently available. It is
therefore difficult to monitor on a world-wide basis existing capacity and
plans for expansion so as to relate these to world supplies of raw materials,
Ways and means to overcome this situation need to be considered by the
Consultation Meeting. One possibility might be to establish an international
leather and leather products industry panel. It could be the panel's task:

(a) To evaluate all available sources of statistics and data on the
leather and leather products industryj

(b) To suggest how the preparation of suoh statistics can be standardized,
co-ordinated and improved in the future by:

(1) The oowordination of datamocolleoting activities of imtermational
governasntal and nonegovernmental organisationsy

(11) Outlining & programme of data ocolleotion to remedy the curreamt
laok of relible information

(iii) Elaborating how United Nations field experts may oontribute
to this task.
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85. Another task of the panel could be to prepsre and regularly up-date
an assessment of trends in the looation of faoilities for leather and
leather products mamufacture with a view tos

(a) Monitoring the growth of world production oapaoity in relation
to the availability of raw materiale and assessing trends in production
and international trade in leather and leather productss

(v) Stimlating action at the national, regional and international
level to implement recomnendations of the Consultation Meeting;

(o) 1Identifying opportunitiee for redeploying existing capaoity to
developing countries;

(d) Areessing the obstaclee to the realization of redeployment
opportunities,
86. Another task of the panel might he to suggest a saitable framework of
agreement for such redeployment projeots that ocomprise the conditions of sale
of machinery and equipment, the provision of personnel to operate the relocated
plant, arrangements for marketing the products in developed oountries, and
the provision of assistance with design and quality control.
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