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ABSTRACT 

The project for the "Development of Export-oriented Industries in 

Selected South-East Asian Countries" (VS/RAS/75/011 ), sponsored by the 

Government of Japan,  studied the leather industry sector with the aim of 

assisting the participating countries (Indonesia, Malaysia,  the Philippines 

and Thailand)  to accelerate the export-oriented growth of the leather industry 

in these countries« 

In thio conaectioiva Round Table Discussion (RTD) on the subject was 

organized ta: the United Nations Industrial Development Organization (UNIDO) 

and co-sponcored by the National Agency for Export Development (IJAFED), 

Djakarta, Indonesia where the RTD was held from s-C April  1977« 

Ac-coming to the original Terms of Reference, the consultants services 

were retun-ed for a duration of six weeks starting 21 February 1977» Before 

the PTD, the consultant marie an exploratory visir of one week to each parti- 

cipating country to assess the situation of  the  leather industry. 

r; e RTD v;as attended by governmental and private sector representatives 

fror, tre   'naticipating countries,    Deliberations of  the mec+ing were  +o 

•••en1 re c. -Leisures   'o  assic   the snail- ant.   me<n.ir>-scalr: manufacturers *o 

riprove    ;.i;ir  nroiiuc-tion  level ana export  capauility. 

;:"if>r  ^   i1  commet ion of  the HTD,   the  consultant »s services were exienueo 

'or an uni t i.onal  six  vre ex e,   till   is  May   1 '.* TT»   í*°"  follow-up activities  in 

Thailand   -no   the Philippines   in t,ne  specific   area of the leather industry, 

m;   to   ìl. tenti   the UNIDO/KìCAP lìeyional  Pre para te ry I'.ee oing for Consultations 

o.i Lea; her and   Leather Pn>;'¡ucts ;eld at  íiangkolc on ?-6 May   1?7Y»     The 

e: te \r-ion vías  anprovecì   'y   'le  project. manager ariti  authorised  by UlIIDO by 

ra.:le n .Led   7   April   1.T7. 

The nain  recommendation" were: 

(a) To   improve   the cuality of rav; hides and   skins; 

('•) To  cease ex-porting raw ! ides and   skins; 

(c) To  proviJe   incentives for the export of leather and leather products; 

(it) To   issue standards  for finished  leather and  introduce quality control; 

(e) To  carry out  a survey of the leaL'mr   ,-oods  industrial sector; 

(f) To organise  training courses; 

(g) To encourage   the establishment of  leather goods associations; 
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(h)    To encoui*a{7C interregional co-operation among the participating 
countries; 

(i)    To seek ar-sistance from international organizations; 

(j)    To assist  the small- and mediunv-scile manufacturera to obtain 
capital« 
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MTMDUCTIOU 

At project for th* •Developuwnt of L'j-.port-oriented Industries in 

Selecteci ¿outh-Kart Asian Countries" (VS/llAi]/7r/011)i sponsored toy the 

lovernment of Japan, studier! the leather industry sector with the aim of 

as eis tini: thf; rirticipatinp countries (Indonesia, Malaysia, the Philippines 

•inri  Thailand to accelerate the export-oriented growth of the leather industry 

in   these countnr.r, 

In :   ic connexion, a Round Table Discussion (RTD) on th*-- muyiect VOLS 

nrr?.ni;-c(¡  by  li.c United Hâtions Industrial Development Or.'îaniïatio-  (UNIDO) 

ana  eo-rponsò reo   -.\-   tre national Agency for Export Development  (¡.ïu'atlOt 

:; iaknrta,   Indonesia where   t. e RTD war held  fron '-'". April  1977. 

AOOOT»" in- .o .c original TcrmE of Reference (annex I), the consultant»? 

r-crvicer. we-c -ecu i. red for a duration of oix week:: starting 21 February 1;77. 

l-c.'orr  Ce  I>r:T,   :. .<   consultant maue an exploratory vie it of one '.:ccn to  car:; 

; ar  i  ip:.t Liv country   lo  accese   the  situation of   ll.c leather indua-tr'. 

' • r   t. 

' "f)r     •   .e   pa • ' ;i 

: r IT \ro,!'i'- ¡ io 

..   '   CT       :  .   O 

a •   a ; a.'.!' il io ! 

1   aLln.nl   'in- 

ani 1     o  v l.c rv.   ! 

on   Le at.  er  u-v 

••ar   a¡)i-,rov( i'   .- 

:  Apvl   i   77. 

.-a'-  a ' l r >r! oti   hy ,^ve rome nial  and  primal.* rector repreaenl ativer 

i-i    r-o ;.-¡;ricc,     j)r] y cn'.io.i' 

- .   t.' e   .-"all-  arili   a;- nur*-:.cal 

•••ri .mi'   ev'port   ci;'.' 11 it ", 

•   '    ifcc i in•  werf 

, ri   .'-  ui'f rr-   ' o   i : -rove 

'. r.'ire:-   '.:e .e   ra: i,car:i: ; 

¡i dativi Lice   in 

•yì  the   lei Li,er   i.ulu;; ' r; 

;.io;-. oi'  t x.  RTa,   the   ooiii.ul 

•aer ':r,   till    i     ray   1/,"/,     "''  .'olio'. 

P'¡i 1er   in J he  ¡;peciTir   -ir( 

a.-O/lUCAP lie, ;io;:al   Preña -ato - y  ücrtiny  for Consultai JO¡I:: 

v l'ro .note  i.elc   in  Jan,;!.o'a on ','-'.  Ila     1 .177.     '¡.e   e;-,en;: ion 

o   project   -y uà-er ano authorize     y U.ÍIDO   a- caule  (Hater' 
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I.    ROUND TABLE DISCUSSION ON IIIDUSTRIAIIZIX AND I iODÍ3WI2i;rj 
TRADITIONAL TECÎUIOIXXSY III THE LEATHER INDUSTRY 3ECTŒ 

A. Orbili nation 

An aide memoire (annex II) wat prepared .jointly by the respective 

substantive section of UNIDO and the project manager and made avalla le to 

the Governments concerned prior to the starting cíate of the consultants 

services. 

The exploratory round trip of one week in each participating country 

included meetings with the officials in charge of the leather indurtry sector 

as well as visits to selected manufacturing units (annex III).    During the round 

trip, the Government• were given assistance, when required, to »elect participants 

in the RTD.    The participants were tren briefed on the preparation of papere 

for the RTD. 

The Agenda of the meeting was prepared including the presentation of the 

general situation of the industry by the consultant and the participants 

followed by discussions on all aspects of the subject a3 well as a »tudy tour 

in Djakarta.    Co-ordination of discussions in each session was handled by a 

participant from each country. 

All countries participated in the meeting with representatives of the 

industry, particularly from the export section, from both governmental and 

private sectors (annex IV). Papers were also presented (annex V) and rande 

available to participants. 

B. m 

The priority to be given to the leather goods sector  vas dit 

taking into consideration   conditions in the participa ting countries. 

The availability of cheap labour as well as the einple Machinery and united 

capital required encourage the expansion and organisation of this sector 

for export. 

Extensive discussione look place on whether traditional designs or 

mitative    ones siiould be used for the leather goods export market« 
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It wan agreed that,  in the earlier stages of the  industry,  international 

der:i~ns should be  copied with slight amenclnentt;   to  fit  local production and 

to meet consumer expectations.    Later,   traditional decios could  be gradually 

introduced,    Copying international dersinne requires cloce contact with  the 

buycrr a.id  in cernai, ional   trends.    Vi.ic  could   noi   oe achieved by small-scale 

producer;; wüloui   representation in association:-.;   in each country,    IL  ine 

aleo agreed  thai   the traditional  local  deniyur-  h;ive    ei 'er salcability  in 

the done./lie nar'::ctr  To    touriste.    In   L1 e Philippiner and  Tliailand,   the 

e::por!crr oT leather fpodr are copying derirnr:   re cru i red by the buyerr..     The 

ir.ipo'-la'.-.cc oJ' co—o pe rat in- u; th   'hr overr.eac 'luyerr; war: enphasiaed  and   selling 

producir   under  their brand name s ',,-a;.   round  to  contribute  to thi: , 

i'.i Malaysia  ~.n-    the Philippiner:  there  ir:  no   supply o    hid.ee; and skins; 

in Iiidoncr-ia they  arc  in the semi-prooecrjed  f.'tate,  and   in Thailand  they are 

in hot!    the rax: .-.nd  semi-processed  state.    This  presente the possibility of 

co-operation bct;jcen the participating countries  in the trade of raw or semi- 

proccsscd hide::  and  skins,    fluch no-operation did not talee place  in the pact 

ouinfi to  the lack of contaci between the countries.    The problem of the  lack 

of supply of rav; hides in Ilalaysia and  the Philippines was tackled by such 

methooc as conversion of buffalo hides  into upper",  splitting the thick hides 

and d.iscoura^in^ the production of sole  leather.     In Indonesia the supply of 

raw linen and  skin is only 6j/> of the  tanneries  capacity, which will lead in 

the very near future to the import of raw hides.     It was suggested that an 

increase  in the  animal population would help to overcome this problem and the 

International Development Bank should be asked  to assist with this and with 

improving the standard;- of processing of the available hides to  increase their 

value. 

It \iac agreed that diseases of hides and  skin" as well as flaying and 

curing defects are common problems in all the participating countries and 

constitute serious shortcomings in the quality of leather.    There is a need 

for Governmental  support to solve these problems and for action to be taken 

to establish slaughtering floors in the rural areas to improve the flaying 

operation and to  provide incentives for the slaughterhouses to minimize 

damage to hides. 

Views were exchanged on curing methods (wet salting, dry salting, air 

drying etc,) particularly concerning the time required before processing for 
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the preservation of the hideB and skins. 

Animal population and the supply and quality of raw hides and skins are 

the basis of the leather industry and arc handled by the Ministries of Acri- 

culture in the participating countries.    Problems in thia sector should be 

colved at the national level by governmental bodieB,    The Pood and Agriculture 

Organization of the United IJations  (FAO)  should also be approached  to provide 

assistance.    To supply the proper material for leather producto the tanning 

industry vri.ll encounter technological problems mainly in the finishing stages. 

The proper finishing of leathers suitable  for manufacture of high quality 

products requires sophisticated machinery and advanced know-how that cannot 

e as il;; and quickly be made available to the industry.    The establishment of 

finishing plants  in close co-operation with overseas leading companies in the 

quickest way to provide  Ihe leather products industry with  leather suitable 

"or manufacture. 

The  leather required  for the manufacture of leather goods i:; not subject 

Lo  such severe stresses as that required for the production of shoes - which 

encourages  the giving of priority to the  former sector -  while the quality 

of  ri;iishing is of the utmost importance. 

A Inch of national  • landanls  for finished leather •„•as  four.«.1   to be common 

in ".11  'lartici-ating countries with the exception of Thailand where issued 

standards are based on Indian standards of leather.    In Indonesia,   .cniative 

s land axil s have been prepared for scni-processeo  leather as u step to the 

r Lindare" i nation of finished  leather.    The  need  for a wide  application Of 

<  lalii,; control  syctc.is during leather processing is an importanL  factor in 

i.i c  improvement of i c final  quality, 

T e participating countries expressed  the need for co-operation in the 

standardization of products to facilitate an interchangeabilité' of goods 

among themselves as well as to improve quality.    Standardization of leather 

goods is limited because of the wide diversification of the producto, 

Standards of quality should be made according to buyers»  specifications and 

manufacturing methods. 

The high duties on imported metal accessories for leather goods and on 

imported chemicals for leather tanning and finishing are serious drawbacks 

to the improvement of the quality of products as well as to price competitiveness. 
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In this respect, the Governments of Indi« and the Philippines have supportsd 

ths industry by taking sffsetivs «assures to increase exports. 

To upgrade manufacturing methods of leather goods requires the intro- 

duction of simple machinery and tools that are essential for consistent and 

improved quality,    Small- and medium-scale manufacturers are not in a financial 

position to equip their plants with the required machinery as bank interest is 

relatively high.    It was suggested that the Governments should facilitate loans 

with reasonable interest to assist such producers  to overcome this problem. 

New techniques for the organization of production should be introduced 

to divide the work into specialized stages and to adopt the syr-tem of sub- 

contracting.    To solve ths technological problems requires in-plant guidance 

to iaprove Manufacturing methods and to use ths propsr tools.    International 

assistance should be sought to upgrade the industry and rsaodtl snail- and 

aediua-soale production units. 

Training facilities in the participating countries are limited to the 

Leather Research Institute in Indonesia,    There in a need for co-operation 

among the countries for utilization of training facilities, and nev: training 

centres should be established» 

Combined efforts to solve the lack of  training facilities are   to be 

•ade through: 

(a) Training abroad in specialized institutes to provide the necessary 
background,followed by training and practical experience in the factories; 

(b) Utilizing training facilities in the participating countries and 
other developing countries; 

(c) Seeking the assistance of international organizations  to provide 
experts for training in the country and to contribute to   the establishment of 
training ano demonstration centres. 

Opportunities to increase trade among the participating countries are 

available and should be taken.    Also, efi'ortc should be made to market products 

internationally. 

The tanning industry in each country participates „i a leather association, 

but the leather goods sector does not.    It  ic essential to strengthen the c^istinr 

aoBocintion to cover all sectors of the industry and to intensify their contacts 
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'. loa •  ï'.e participer i¡\-j count,rier;  io  facilitate possible expori promotional 

c '.'or,;: at the na ional,  interregional and  international levels, 

"''.ere  irj a neef   To    ace in tant ;e  fron i "•.• • •'••national organizations on ths 

:• cr i."via i io 11 o.' rir/\:ei  ro ;ui-.'cne:it::. 

'"'•c  lar!: O:' i nib •..na i io -, on  ',re  lcallcr , pod"  sec or is  comr.ion    o  all   òhe 

.   ' if ipaiin;; conn-'ten and  in a serious obstacle  in organising this  sector. 

h e   nari icipatin," 'jove^nnenis should  carry out a curve:- to  cover thin indus— 

;'i-\l  rector and,   if rccmired,  s oulc   seek the assistance of international 

o"-ani nations with  this, 

i;   in essential  that Government    policier, support the export of leather 

pot r:    o thai prices are competitive  in the oversea« markets.    In India,   * 

high incentiva is paid to ths exporters of shoes and leather goods and a some- 

what lower one to the exporters of finished leathers.    In Indonesia,  no in- 

rrnlives are given to the exporters and an export  tax has to he paid which 

increases price.    In Thailand, a drawback system is applied. 

In Ila la-sia,  an advisory council  is established to solve such problème 

"or the  textile industry on a consultation basic, 

in t e  Philippines,   tax credit,  tax holidays of   l--t years and bonded 

•.rarchouses are applied as incentives to the exporters, 

Jnterrc-ional  cc—operation in essential  to accelerate the growth of the 

industry and   to cover different aspee is,  such as: 

(a) Transfer of technology; 

(' ) Exchance of view:: regarding markets; 

(e) Trainine facilities; 

(d) Joint promotional activities. 

Such co-operation should start in the private sector, through the asso- 

ciations, and be developed at a governmental level.       Assistance should 

oe  requested from international organizations in the formulation of the 

envisaged regional leather association. 

The possibilities were discussed of international co-operation for the 

relocation of the leather industri' from developed to developing countries to 

increase the share of developing countries in world industrial production. 
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C.    Recommendations 

The Round Table,  realizing the importance and potential of the leather 

and the leather products sector and the benefits to the  participât ine countries, 

includin- increaced employment opportunities,  recommends that the partieipati.ig 

Governmentz should: 

(a)    Support,   uhencver possible,   tlie  improvement of the quality of rav; 
hihes ant1  skins by the elinination of ante-mortem defect»}  the  improvement of 
flaying ancì  curing proccr-ses through trainine,  education and modernisation of 
equipment;     anc   tie  pla-ining of a lone-term proeranme  to   increase tiie animal 
population,   protect  •..'ilei  life and  encourage the  farming of reptilcr.     An ruf- 
ianee  :•. oult'   be  rer.-ucstod   fix>m international organizations; 

(•>)    Ta'.c   the  necessary measurer,  for   t'"c gradual  cessation o    the e::port  of 
leather in the earlier stages of tanning and for the improvement of the whole tanning 

soetr v 
1 ev nolo- 

par-i i cu.lari,'/  the  finir!.in; operation, updating mac' iner; '.IV 

• .l'on: co-o nera ,10.1 Y.-Iì lead in ' overseas   fir: 

(0   i" ri"   r:peoii'icationr:  for finished   leathers  a;;    'atrotuc- 
a .11 con. "o!  c uipr.'.c.iL at   the  national auf.  rompan '   lévele o   en \vc  corsoilance 

-.-  all .'C 

\:['.'    '..'. erre »tan  arde; 

('.')     Car y oui   a  survey of   lire,  leather roods   i..c us trlr,l   sectes 
cour, rie:'  concer..ci.    o   provide a barre  í'o • future '..cvclopr.icnt  snv'ie.y 

(e)    ArlO;'.;   1. r   :.-.u —contraetin." .y...cri and  d.i. is on of labour in   h.c 
leather  noi"   im as: y-   to   improve   labour  shill   ani.   crient    itr   benefits  to 
rr...li-reale  mnrfac »urerr;; 

( l)    Encourage   clorrc  co.tact be tucen Ihc  tannine industry ani   the leather 
yoods industry   J'.rouyh  participation of   the latter in tannine associations in 
all the countries  concernei, and  support  tire es .ab li si ment of annexed  leat: er 
goods unite  to   the   .annericE as ',rell as expand existing units; 

(g)    Provide  incentives for the export of leather and leather products 
and ensure through   intergovernmental negotiations     that the product vri.ll be 
competitive  in the vre rid market; 

(h)    Encourage  interregional co-operation among the participating countries 
with a target of forming a leather and leather products association in the 
region to achieve  the follovring objectives: 

(i) To  increase trade contacts from raw materials up to the finished 
products; 

(ii) To exchange views on technological,  standardization and marketing 
aspects; 

(iii) To utilize the training and research facilities available in the 
region; 

(iv) To  improve the managerial and technological level of personnel; 

(v) To co-operate in joint promotional activities. 
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A tentative plan of action would consist of: 

(i) Specifying the bodies to be contacted; 

(ii) Exchanging newsletters and bulletinsj 

(iii) Seeking the assistance of international organizations with the 
formulation of a leather and leather product community in the 
regioni 

(i)    Support the leather associations to assist small- and medium-Baale 
manufacturers with the export pronotion of their product« through participation 
in international  leather fairs and by the establishment of contacts with the 
buyers;    and  seek assistance  from international organizations to carry out 
updated    market  research  in potential importing markets  to  identify requirements, 
marketing methods and major buyers; 

(,])    Assist  the small- and medium-scale manufacturers to obtain capital 
to  modernize  their plants and to  finance export orders at  reasonable  interest 
rates; 

(k)    Make   the maximum utilization of assistance provided by international 
organizations  in the form of expertise,  common facilities centres,  training 
centres and fellowships for training abroad; 

(l) Participate in the system of continuing consultations between the 
developed and developing countries and among the developing countries them- 
selves in the  leather and  leather products  industry in which UNIDO serve* at a 
forum for negotiations with  the objective of  increasing the share of the 
developing countries  in total world industrial  production. 
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: i.    laJOIOTTAL ASFKCLS <V T1IL LLATÌI3? CiOODo 

FOR EXPORT IHDUSTRY 

'   r   Ir.cvt» cv i)U'ur- Li-."   sector conpri je"   rêverai divi, ion;-  'ii,'>l ' varlr-v   in 

CM     vire,   rrc ir'm,:   tc-l ,ao 'e ,,,  ;.ìO   leur  and  pò toni ial.    Prouuc lion  r ¡-.arts 

i.'.    -•••!.•..' : i; r .-  ir      W.i.    uhic1'.   "0  tiirour:   <.:ir''cront  ¡iroc ::'cr:  ano  ctv.l  'ir,  as; 

Ira'   i •"•        i.   'ire   "i )::i   ucnt.l..   ri~„::a "ifiured   i ,-i t n   var.'.O'.;:.-  I--'.'/ cr 

nona!-ir::    'ran i < ;<>'ll,    supplied   l. L   leat e:   inr-ust.^ , 

i •::!.     inda;.' trial i:,c.C   countries,  v;i   '.   "av • i'ies  -j,ii- •     'cinrj. 

i1 i'   ' 

"0(; .¡r- 

V r .:•:-" lo.,1 

cij'iir .",••"-'. le' i", i 

'o'.xvoj , "O !-•.:. ' 

'o t ;.t rrvr ; o prie n 

1 i>;es  ,->.:K:   rkin 

o-   deca<>rr   hivc r,:o'."i a nariced chan/x   i i this s-Huat.um owing 

of   'he   incur-try in t:«e  developing countries.    Kr port of 

as ceased   in t-e ran f">rm and  they are   now entering  Liie  world 

marke!   as   oicklrd,  wet-blue,   cruet an«   '"ininhed  leathers  ar; well ar. leather 

productr. 

Ti ir   Iren"  is <;rowin,ft and  is encouraged  by many difficulliee encountered, 

cucii ar   pollution an    high   labour costs,   by this industrial  sector in the 

developed   countries.     However,   it in far "'rom reality to   state that this sector 

ir- ,"oinft   Lo   re abolir-lied   in  the highly  industrialized  countries since  it   is 

supported   i'..' advanced   technology, markex   intelligence and   highly specialized 

researc  .   But  in   .pile of   the keen competition there  is  a good chance  for 

developing '-ountrics  to   cnare  this market. 

l'or  rêverai  reasons,   including th<* expansion of world  trade and  speciali- 

sation in   the  leather industry and the  promotional   nature  of the present  pro- 

ject for oxnort-orienttd  products,  it  /<as decided  to focus  the efforts of this 

Round Table on leather products that have high priorities  for export and  that 

require manufacturing "onci.itions suited  to   the developing countries of  the 

region. 

A.    Classification of leather anu leather goods 

Leather goods represent a special category of articles,  excluding foot- 

wear, made  mainly of leather (see annex VI).    dloveG,  ^ármente and sporting 

goods are  not classified as  leather goods  since the leather used in their 

manufacture as well as the  production processes and machines are substantially 

different from those used  for leather floods.    This classification is necessary 
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in order to manufacture economically goods  for export and   to obtain by 

specialization a standard of worknanchip.     However,  euch  specialization should 

not  limit   the  flexi  ility of the production units. 

¿.    Priority for leather   pods 

Tiiere has been a rapid  increase in te  international  trade ni' leather 

pn  r darin- the  part decade,    However,   pia.;::-  for t'.e export of finished 

Jealicr arr  unlikely  to  he  implemented  i a r,r,iali- or uediun-scale units as 

nuc!   capi4::.!   invectmer.' ,   updated machinery  aiv'  advanced   Lee' r.olo.;/' are  required 

to  rnrc L  wirket   rc<- lireucnLs,   especially  i'o^   ,'j :\] :~].i>\:-   it   leaincr.    The   cu-t,o~n 

t'¡ ; t ir r- on finir  e"   le iti er  in the  import in ; uarkets are   ' i;;ì e?   t!:an ti one on 

.-e.-, -procer-sed   l'a1   <->r -   i. a He pickled,  vc'-utr  or crur '   ,*ale,    ierei'orfi, 

;)io; u' ' ;oi   o '   "i   ih fi    le at. e •  fo • sub:,e.pu: ,    r.c\:'.\uac ture   in o   leather  predict: 

:TC.        o   'ir   t'- r    ;c: •'     oa.".'o   fo?   l'.e  'n.i i     ìr.j'ir^v-,     Ai • -' ' t .•. .ore,   tie   arde! 

v lar.    i>   •.'• e   leati.er        • aruf ar-turiir; inHo    'i.ü.- e.,  .pod::   i:-   p.iL'c a tractive 

v    ì   " i.-ai e:'     e !o", 

-> .ajc   o.'  ^ :<.    v   ìQì A '.e '   vai if: 

: 'v ' i  (.•-  am'   .hi ICH. 

;•• '-   l'ir \y 

'.' ru ,. ¡ 

:':.:i    'J loar  er fax 

/co    T.'.r a.ib   nh»cr  lea    r ••  procuetr CC 

i' f   hi "h  iu'io  o '   . ;'e!  value  for foot:/car ai:  o'. er  leather pro< <ic cs 

eneo ;ïi](',i  ti tir pifj'.'.u tion for export,    l'ooti.-ear for c::port  mould he  pro- 

cìucei'  on a   lirr'e  scale   in mechanized unit:;  to  reac    t'e  hi^h and consistent 

quality expected  by  tnc consumer in the  importing market,   conditions that  cannot 

be  furnished  i>y snail- and  medium-scale producers.    Analogous to the tannin,;; 

industry in this respect,  the footwear sector is capital  intensive.    However, 

ine Luropean Economic Coi.imunit.y countries — which are  large  importing markets 

for footwear and leather floods - have expressed their preference for leather 

goodc  rather than shoes.    This preference might lead to  the  treatment of 

leather pjoods exports in the European Economic Community countries as handi- 

crafts which means they will have lower cu3toms duties. 
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The  leather goodc cector is only partl.v mechanized and cannot be fully 

mechanized owing +•«> the wide variety of articles which differ in components, 

accessories,  styles and  methods of construction, a situation that probably 

doer not exist  in any other industry'.    Ilany operations are still done by hand 

and  thir  labour intensive production enables the high  added value to  the end 

product  to  oc extended   Lo t: e  small- and medium-scale  manufacturers and 

arti-ans.    T:.c average  labour wages in the region are  .01,21; - 02/0 per day, 

••.¡ics   ir-  fron one eighth   to one quarter   Mie   labour vraies in  leather goods 

producing countries  in Uirope.     However,   l'or several   reasons,   worker produc- 

Livit"  ir ;-iuc(.  louer   .sian in L'urope.     An average  leather goods factor;,'  in   the 

region has a worker capacity fo • assembling   12-15    handbags     a v/eck,   although 

e avcra,;c worker output  a week should   noi   be  less  than 20-2r bandbags,     A 

i •<-•?' 'apat-it.    ir. cas;;  to  acrieve by trainili;;,  some  machinery -\nC   'ools  and 

careful     ce nolo -ical   préparâtionr  i'or cani:  article.     Increase*.'  Mechanization 

••o.il-    Ice la-ous co   :   a.-ni  raise efficiency,  but although  mec, aiizal'On ; as 

r.cn  i;-.  TO user   in   . 'r    ta..;r.ii; and  foo  wear indus-ries,   it   i;-  siili  very 

"l'Mi.r      i".      (.•   If-¡be-    not,:-   sector. 

'••    Vcchnology 

r   :-onc   "or < cvc lo;-iric.-. !   of   lie   Lcatbcr   ;ooi' •   i ¡t'usi .:•;    i,;  '-'.o   pari iri- 

•.'; i     'Tj-Mlrirr-   i     con" it'r ra ,1c  bared   on   !. :e  e::is'.ins   lanr.is •  industry, 

.-.i'a. le   t • e ir   !'f,,o;i •  -irr    ovc-scir r.:arl:c ', demand,     !• <    '.oíase  of   bis   sector 

'-'     -:   '    ii¡:.f .'. •   :ni. t..r :   ,   rhills,   -"esi. ;n:   am    co.1 Lac-   ail     market" 

•^-c'      if! •   bt,. i o ic   courr.r.       to  another,     Lac    of  pt-cri'.-r   i:, 'ormai Loa, 

- -aar   '..'•'. -i   inn  i •"   ;   (    "'o-4   <r ar soci :\  ions  ara'   lac!; o" ade     in ; e   trainiti;" 

.sili; ics   are    "encrai   s   ob'-      \-   •••, 

- '  '., ;.ì   O .'     )lCt UC   ; 

Les.    e     -podi     e. ;_ •• ;   ave   : r adi I ional,   clacsic or  fashionable«     \, e 

-M i   ¡ons.t t'esi.-.v o"\'-iiv.,c   in ile  participating countries  ant! arc   not 

lia.lt   ¡o   su'een changes  an"   therefore   their export   could ¡>e  planned over a 

Ion,- period.    T;;e  trad it ional  embossing,   carving, hand-stitching and assembling 

could  ne better organised  and  proper tools  introduced  to  increase capacity. 

However,  the overseas market  for euch products is limited and better sales 

could be effected  in the domestic markets for visitors. 
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The classic designs are the most suitable for export.    The consumer abroad 

expects goods similar to those available in his market.     In the early stages, 

designs should  be  based on modeln copied according to buyers1 requests and 

from specialized   leather goods catalogues as well as goods displayed at  inter- 

national fairs.    Designs should  be adapted to local production conditions. 

Adaptations should   be made according to  specific factors   in the  importing 

markets,   i.e.,   suitability of dimensions and  partitions of wallets  to  the different 

• ilei of bank-notes.    Adaptations should Also be marie to  minimi*» leather wests 
during cutting which   is  the most   important  factor in reducing costs and   in- 

creasing the profit  margin. 

The leading countries  in the design of leather goods  are Francs,   Itsly 

and   the United  otates of America.     New designs are unlikely   to  be  created  in 

the  earlier stages  of the  industry  for export,   thus  indigenous designers should 

he   adaptive rather   than creative.     Close contact with th«   buyers is essential 

for updating    desi-'ns. according to  consumer needs.    However,   individual 

dc-si-ning on  a  company   level   could   also   be  considered. 

Tie  produci ion of  fashionable  designs  for export  s; oulci   ne   reduced   because 

fari ions,  colour::   and accessories  change so  fast  it   is difficult  for producers 

i:;   'i.c  region   to   n.ake  deliveries  on  time.     The  consumers  of  such designs  are 

quality  and   '"act Lou   conscious  and   their demands  are   not   easily met   by  the 

"i an-j Cue i-ire tv   in   lie   re -ion vrithin  the  fast, ion season of   from  three   to   four 

••¡or.ths. 

Hav:  material 

Leather 

As finished leather is the main component in leather goods,  its supply and 
;a.ali¡,   are  the  major limiting factors  for the development  and  expansion of 

i    if.  sector.     Indonesia   ,nn  jr. ai land  are relatively self—sufficient   in  the supply 
r V   raw hides  and   :.:kim   and  export   a good   portion  in semi—processed   form,   but 
1 hrir  tanneries  are   no(   working  to   full capacity.     In Malaysia and   the  Philip- 

pines the tanneries   lack sufficient   local  raw material  and depend   to  a great 

extent on imports. 

Necessary measures should be  taken to improve the  supply of raw hides and 

Bkins,    Interregional co-operation  is needed to improve  their quality,  especially 
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at the finishing stage, thus increasing the value of the products rather than 

the volume.    Changing the production lines from sole leather to upperB is 

advisable to  increase the value.    Maximum utilization of the  thick buffalo 

hides by splitting and conversion into more valuable chrome-tanned grain and 

flesh  splits  for subsequent  manufacture into different leather products has 

been achieved  in the Philippines and Thailand and thiB practice should be 

encouraged.     Also,  gradual cessation of the export of hides and  skins in the 

earlier stages of tanning should be considered on the basis of careful studies 

supported by reliable figures.    Subsequently,  the establishment of modern 

finishing unite in co-operation with overseas firms specializing in top quality 

finishing is advisable.    Such units would act as the consumer for pre-finished 

leather supplied by the existing tanneries with the benefits of providing the 

developing leather products  sector with high quality finished  leather.    These 

units with their advanced know-how could give instructions on the production 

of their requirements to the  supplying tanneries. 

The average current prices for finished leather vary slightly in the region 

from one country to  another,  but  in general  prices are relatively high con- 

sidering the visual quality of the  finished products.    This is mainly due  to 

the higli customs duties on imported  chemicals that  range from 20^ to 70^, 

In the Philippines,  customs duties of \OÇ^ are imposed on imported raw hides. 

Despite  the fact that  the leathers utilized by the  leather goodc industry 

are  subject  to fewer stresses than those used for footwear,  the  finished quality 

must be satisfactory.    Specifications should be established  to ensure com- 

pliance with  the required standards,  especially of stitch/tear resistance, 

flex  resistance,  resistance of the finish   to rubbing,  fastness to hot ironing 

and  finish adhesion.    Standardization in this field will  facilitate the  inter- 

changeability of the  leathers and give prestige in overseas markets.    Com- 

pulsory standards could be  irsued at  later stages when familiarity with the 

concept of standardization has been reached. 

There  is a lack of close association between the tanneries and the  leather 

goods manufacturers.    Close  contacts and  co-operation between tanneries and 

manufacturers will be needed  in the development of the leather goods industry 

as the tanner should adapt  his production to  satisfy the  leather goods require- 

ments.    Optimum conditions  in this  respect were found in all  the participating 

countries that had  integrated units comprising tanneries and annexed units for 

leather goods manufacture. 
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Iieptiler-  ni:ine cuci, as lizards,  snakes,  frogs and  crocodiles for the 

manufacture o     '.'•>.-n•;; ]eitler goods are  concidered  to  be the most  precious 

n: tutorial  in   f;.c leather trario.    Tlovrever,   little  attention i:: Riverì to the 

pro nor-, rin,• of  l!,e r.kin    nither in the raw for« or after Drir«§ting notwithstanding 

their at tra-tir* r immer^ i al value   and the increasing    demand    for the« 

in overseas markets,    T!¡e price of one medium-weight  cattle hide  is  approxi- 

malel,; from one   fifth to one quarter the price of n  1S-inch wide crocodile 

cl-.in.    In Indonesia, Malaysia and Thailand,  crocodiles are reared on a very 

limiteH  commercial scale.    However,  the feasibility of farming them  for 

commercial production should be  investigated. 

Other raw material 

The quality of metal accessories to be attached to the leather goods is 

the most  nerious drawback to the export of these products.    Long experience 

in required  to  achieve high quality in accessories and the domestic  manufac- 

turers  in the  participating countries do not have this.    Accessories  must, 

therefore,  be   imported as they affect,  to a great extent, the consumer's 

judgement of the quality of the whole product.    However, such importation is 

hampered  by the  relatively high  customs duties on accessories in all  the 

participating countries;    in come cases these reach  70$ although in Malaysia 

they are only  10$.    Such alternatives as covering poor quality accessories 

with leather,   producing designs with minimum or no accessories or creating 

new designs to  utilise substitutes of locally available material,   would not 

solve the problem.    Governmental  support to reduce  import duties is urgently 

required.    The  feasibility of establishing in the  region a modern large-Bcale 

plant  for metal  accessories in close co-operation with an overseas  firm should 

be investigated. 

The qualities of other raw materials,  such as the strength of adhesives, 

their suitability for the surfaces to be glued and  the subsequent  treatment of 

pressing or hammering,  should  also be considered.     Choice of cardboard of proper 

hardness,  suitable lining of high quality and  colour shades in harmony with the 

leather colours are essential as is the quality of threads and their tensile 

strength to provide the stitched parts with the required durability. 
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D.    Production 

T1 e  u'-e oi"  proper machinery and   tools varies  frei one  factory  to  another, 

TJie development of small :*iacl ines wit    reasonable prices  is  successful  uiit 

E-rnall-t-cale manufacturers are  not able   to afforzi  sud   necessary equipment 

riempite   the  limitée  capita!    v^jired  particularly  as   bank inte-e~t   ìL  relatively 

'iT.   (12,-i"/). 

T"tere   is   a   lack of  modern  training facilities   in  leat  er ,/oods   ' eohnolojy 

in  lie   region.     Tie  training of workers  is  carried  out   in niante and  4J.eir 

level of  skill  varier:  considerably.     The  technology of thir.  indur.rtn.al  sector 

could  be modernized  through  careful  preparations and detailed  division of the 

stages of production to   increase capacity and  facilitate   Uè  training of workers. 

Also,   the establishment is advisable of a subcontracting system in the form of a 
central,  equipped uni:  with qualified management that would feed the small- 

scale  manufacturers with parts  ready to be assembled  then returned as finished 

goods  for final  inspection,   finishing and packaging.    The introduction of a 

simple cpiality control  system to inspect each stage of production in addition 

to the final inspection is essential. 

Because of the wide diversification of leather goods,  standardization 

could  not be applied  in this  field.    The requirements of the buyers and  the 

quality  levels  in the highly   industrialized countries are   the main guidelines. 

To be  considered are  the proper making of the pattern;     attractive cutting 

edges;     skiving;    linings;     cutting,  folding and turning over;     straightness 

and evenness of stitching;     creasing-edge polishing;     final  finishing;    and 

attractive packaging. 

E.    Marketing 

The  international  trade  in leather goods is expanding rapidly and there 

is a big demand  for such goods providing that  the quality of the product  is 

satisfactory,   the price  is competitive and delivery is made on time.    There 

iB a demand not only from such well-known markets for leather goods ae 

Australia,  Europe, Japan and  the United States of America,  but also from 

countries with centrally-planned economies.    Such markets are quite attractive 

to the  leather goods  industry especially during the earlier stages of develop- 

ment.     The orders are usually large,  of a uniform quality and  limited number 

of classic rather than fashionable designs.    Thus,  production could be planned 
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over a lone period  to  overcome   the problems of distance.     Acceptance or re- 

jection of goods  is   made  by expert? acting for the buyers at  the plants. 

These  conditions would be of great assi: tance  to  the small-and medium-scale 

export manufacturers with the organization of mass production. 

P.    Policy 

In India,   Pakistan and  some   Latin American countries   the Government 

launched  and  supported a systematic   programme  for developing the leather and 

leather products   industries and  achieved  marked  progress.     In the Sudan,  on 

the  other hand,   the  development  of this  sector has been slow as the Govern- 

ment  liar no+   supported  it. 

Development  of  technology   in  the  leather  industry for export products 

requires,  among other things,   upgraiMn^ market   research,   product adaptation, 

contacts with  potential buyers  arie   promotional  activities.     Small-scale 

or even medium-scale manufacturero could   not  afford the  coste of such up- 

grading without   .governmental  support. 

G.     Hecommendations 

It,  is  recommended  that governmental   support be given: 

(a)    To  carrv  out. a survey of  the   industry and  to  provide  information 
fur   fur':.er development  studies; 

(o)    To  encourage the  establ iraient  of a  leather goods association  in 
conjunction wLtt    the existing leather associations; 

(c)    To  assist   t: e  small-and  medium-scale  manufacturers  to obtain 
capital grants with  reasonable   interest   for the modernization of their plants 
ant)   for financing export orders; 

(i;)    To  simplify export procedures; 

(e) To  assist   in the establishment of a practical   system for refunding 
import duties  paid  on imported   chemicals  and accessories  when the product 
ir   subsequently exported; 

(f) To  encourage interregional co-operation in  the   leather industry 
with studies  for  the'possible  establishment of  leather and  leather products 
manufacturing in  the region; 

(.•)    To   seek,   and make full  use of,   assistance from  the  international 
organizations   in  the form of expertise,   common facilities  centres,  training 
centres and   fellowships  for'   training abroad; 

(i.) To contribute to the UNIDO system of continuing consultations between 
the developed and developing countries and among the developing countries them- 
selves in  the  leather and  leather products  industrie", 

-.*;" 
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III.    THE LEATHER GOODS POR EXPORT 

INDUSTRY IN THAILAND 

One of the aimn of the project  for the "Development of Export-Oriented 

Industries  in Selected South-East Asian Countries"   (VS/RAS/75/011 ),   sponsored 

by the Government of Japan,   was to  study the  leather industry sector which 

is of importance to   the participating countries  (Indonesia,  Malaysia,  the 

Philippines anri  Thailand, 

In connexion with  the  project "Development of Export-Oriented  Industries 

in Selected  South-East  Asian Countries",  the consultant carried out two 

missions in Thailand   eac    for a duration of one week (15-27 March and 

23-23 April  1977).     The aim of the  first mission was to explore the export 

situation of  the  leather industry  in preparation for the  Round Table Dis- 

cussion,  held  at Djakarta V'   April   1977« 

The second mission,  an extension of the first,   was  to advise  the 

Government  of Thailand on  the best approach  for organizing  the  leather goods 

for export sector.     This  is  the subject of the  present  report.    During this 

mission,  contacts were made  with governmental bodies  and  entrepreneurs and 

visits made  to  selected  production units  (sec annex VII).     The  figures given 

below are rough estimates   for tentative presentation, 

A.     The  leather and leather goods  industry 

Livestock population 

Animal  population of interest  to the leather industry is estimated to bet 

Buffalo 

Cattle 

Pins 

Sheep and goats 

7,000,000 

6,000,000 

5,000,000 

Negligible 

Additionally,  crocodiles and snakes are reared on a large scale  (e.g.,  20,000 

crocodiles on a farm),  but  their skins are  not available  to the leather 

industry in commercial quantities. 

Hides and skins 

There are approximately one million cattle and buffalo hides available 

per annum for the tanning industry of which an estimated 65$ (650,000)  are 

cattle hides and 355Í (350,000) are buffalo hides.     Pig skins are not utiliMd 
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by the  tanning industry because of  their consumption as food stuff.    Limited 

quantities of crocodile back skino are tanned  in the country while the  belliee 

are  exported  in wet-calted form.    Snakes,  frogs and lizard  skins are also 

available in very limited quantities. 

Tanning 

The utilization of buffalo and  cattle hides  is as follovrs» 

Exported  in the  raw 

Exported  as crust 

Processed and  finished  in the 
country for subsequent manu- 
facture 

?rr' (250,000) 

yrf (350,000) 

40f    (400,000) 

The tanneries vary considerably in size  and  are tentatively divided  into 

large-, medium- and  small-scale  categories.     The  government-owned Thai 

Tanning Organization  ir, the   largest  tannery  in the country with  a daily pro- 

duction capacity of  S00 hides.     It   is an integrated unit  comprising a tannery 

and   footwear and  leather goods  sub-units and   production mainly  fulfils army 

requirements.     As   the  tannery han  been established since   19571   production 

linen  are equipped  with old machines and tend   to   oe  fed  gradually by updated 

machiner.'.    There   in  aqaality  control  laboratory and quality  is considered 

to  be  satisfactory  for the   types of products  req lired by the army which  are 

not   sophisticated.     The  leather goods sub-unit   is encouraged  and  production 

is  partially of ladies handbag» for export,   a trend that  seems to be 

promising for  the diversification of the  integrated unit. 

The medium-scale units are  some  10 tanneries owned  by  the  private  sector, 

each  with an average daily production capacity of  125 hides,    equipment  in 

this  category enables  the tanneries to produce  full grain and corrected grain 

splits as well  as chrome tanner i   flesh splits of reasonable quality.     In such 

tanneries,  locally developed  splitting machines are used with satisfactory 

results.    It   is estimated  that   there are 30 small-scale  tanneries,  each with 

an average daily  capacity of 30 ¡¡ides or less.     They are  poorly-equipped  and 

most  operations are done by hand. 

Approximately  12^',  38^ and  50^ of the available raw hides are processed 

by  the  large-,   medium- and  small-scale tanneries  respectively.     There   is 

considerable  scope   for the development of this  sector,   especially as their 

location ir  concentrated  in one area. 
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?'oo 'vitar 

Vi'-i'r   io   : ! oc   factories  were  net   r cheduled,   i>ul  il   seems  thai moni   foo l- 

•,'( ir ir   ;.TX3''.UCCI.'   in   io a-meoh animer,  or poorly—mechaiiii'ed  unitr,   with  the 

i.-rr     ' ioi;   Of   t':C   I:'l   a    fac to ^y   '. *> • i C i.    i::    full,/   :icrl i Zìi i 7CfJ . 

;ji.-T-] ayr   in  rhopr    -ivc   Oc   ìrun-cr¡ ion of nume "ou1'   s- ne   factories ai4enp— 

•..n- +o   rar.-  1'a."iio.i  i e. )   ••   "l + 'oa,;'    :;aal:l,'  varier   roiriderahly.     The  priée 

o''  ." ocr-   ap^ea  :    ' o     r     i '. ,   pro'-a   1     '.eoaur.e of   ihr   lov: capacity of the   pro- 

,;,,,.;nn  „,ji(r)i     'iovc-vrr,   infor:.i it ion on  ti.e   size   oí'   the   industry,   volume  o4' 

•ro''i',4ion ami   n-vi io nal  conrunpiion  ir  noi  available.    Detailed   investigation 

oí' 4   ir   rector r'roulñ   he  carried on'   i.efore  attemptn are made  to   improve 

production  for export. 

Leather  ..yods 

Leather   yonr  production  is carried out   in small-scale units widely 

scattered   in Bangkok and  probably in oilier parts of the country.     One 

exception  ir  the  leather .rpodr  sub-unit  in the Thai  Tanning Organization which 

ir  considered  to  be of a ¡nedinnescale.    Data   on there manufacturers of leather 

.•pods are  non-availar>le,  which  is   the  first obstacle  in the way oí' their 

development. 

The   leather goods  sub-unit  in the Thai  Tanning Organization is fairly- 

well equipped,  although additional tools,  improved organization of the 

production into  specialized  stages  and better finishing will  improve quality 

and  capacity. 

Other units visited  were  ill-equipped  because of lack of knowledge of 

the required types of  simple machines and   tools,   although very limited capital 

ir needed  in this respect. 

However,   the capability of developing equipment to  facilitate production 

was noticed,  coupled  with an eagerness  for information on the proper types 

of machines to   improve  production and  increase capacity. 

Methods of manufacture and the  level of skill are hampered by the lack 

of equipment as well as  the  lack of guidance on quality throughout the 

different  stages of production,    Some factories tended to  specialize in 

specific  items,  such as wallets or belts,  a trend which should  be encouraged 

as it  improves quality. 
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T.'/pcr- of leather   -pods  produced by the  factories contacted utilize upper 

leather ar  urli  as  crocodilo,   snake,   lizard and   fro^ skins.     Tic designs-  are 

:;ai .!.•  copici; o!   classic  types vjiiic    have good  potential  for export but  seem 

to i'fc   li::iiteï  and  monotonous and  should   oe 'iv'ersified  to   increase   Ihe buyers' 

<•'• oice. 

Leather goc.is  hearing  tie Thai  traditional designs  v.;   leather carving 

or cm": o: riii," arc  not  produced despite  their anticipated  high  -alcability  in 

the doncsti • market   for   tourists which  requires  thr  introduction and develop- 

ment  of such  items,     Marketing of presently produced  leather goods  is mainly 

oriented   towards domestic  consumption and promoted by the Government  through 

local exhibitions organized by the Department of Industrial  Promotion, 

Ministry of Industry or the Export  Service Centre,  Ministry of Commerce, 

oomc manufacturers  have  issued  simple cataloguer, of their products and  some 

have  registered  hrand  names which  is considered  to be a good  step towards 

export  promotion. 

Training on the manufacture of leather goods is carried out by two voca- 

tional  schools under the supervision of the Ministry of Education,    The 

Department of Industrial  Promotion is extending training services in several 

sectors  in    urban    as well  as  in rural areas,  but such servicer; have not  been 

extended   to  the  leather goods sector owing to  the lack of expertise. 

B,    Scope for development for export 

Market requirements  for finished leather and footwear are unlikely to be 

met by the  small- or medium-scale units because of the need for capital 

investment,  modern machinery and  advanced  technology. 

Leather goods   for export could  be manufactured but only on a modest 

scale since the required capital and  machinery are limited  and many operations 

still done by hand.    Upgrading and organizing this sector would be beneficial 

to many manufacturers since the nature of the industry is  labour intensive 

rather than capital  intensive.    There are available a wide base for the 

industry and cheap labour (average 11.25 Pe*" day).    The results would be 

available  finished  leather of a reasonable quality and  price and a high added 

value to  the leather. 
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Additionally, the expansion and development of thin industry would be a 

catalyr.t for improving the tannine industry to fulfil the anticipated demand 

for improved quality leather as well as processing the exported raw hides in 

the  country into  finished leathers. 

C.    Recommendations 

In order for the Department of Industrial Promotion,  Ministry of 

Industry to develop and organize  the leather rpods rector Tor expor!,   it   is 

recommended   tlint: 

(a)     Priority   be  jjiven to  the development of leather .-oodr   for export; 

(••.)     A detailed   survey of the leather ßoods sector he  carried  out  to 
provide   the  proper foundation  for renaerin- Government  assistance  to  manufac- 
turers and   furnirrin- information tc  the  national  planner:-  ana   forci-i .^u.-c-s; 

(<•)     Lcc-': cr   --cods manu uoturers     be encouraged to form an associa- 
tion, \,refera. V   uï t: in   the   framework o.-   tre  cxir ti i;   .aani.v;   .ssor-iation,   to 
rl7,' -1  ,.„   Mle ''color and   facilitate   ll.<    i:.ho urlio.; of a  • :u>-co ,. tract i n,^ 

:•;•;• I ci   í'or  prO"ur t io.i; 
;he ?.a.u 'acture^s  ',ii 

i "  up:;radi.v;  ti eir pio- 
•'ai-i'.et: 

(d)     Tc-.Miical   in-plant   assistance   be   affo me- 
rno^lliii'o;   Ihciv   -mite  and     o  p,o-'ide   ¿-urianc 
due:   on ntlrodr. and   adaptation o ' d- ' i ' • •    ''<>- crpo-    ••m-.«-l. , 

(r)     Trai.ii.v-  »-ou-.-srs  on   the r.o; emission of  1-ui.er good::  ..aaufacure 
.•e  ():• ••ani.'f d   i:.   the   production  centres; 

(f)     Ar-is1anco   :e   -iveii   in the  design of  itere   oT  father-  ^odr, bearing 
traditional  designs   anc oriented   to  the domestic  tourist   market; 

(r)     International expertise be  sought,   for a duration of  12  man-months, 
to assi  1   in carrying out  the above-mentioned activities as well as to provide 
simple demonstration facilities for the  recommended training courses; 

(h)    Measures   be taken to  forbid the export of raw hides, unless 

partly  processed; 
fii     Joint ventures with other countries should be encouraged  in order to 

establish modern plants to provide the  leather products industry in Thailand 
with high-grade finished  leather and  to assist in processing raw hides that 
are presently being exported; 

hi    Contacts be increased between the manufacturers/exporters of leather 
goods and overseas buyers through participation in trade fairs and marketing 

missions; 
(k)    Detailed studies be made of the leather and footwear industries to 

identify their problems and means for development. 
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Annex I 

Terme of Reference 

Considering the importance of export  orientation in industrial develop- 

ment  a promotional  project  sponsored by the Government of Japan ic being 

implemented   in the South-East Asian Subregion to  foster the development of 

industrial  export  potential of participating developing con.itriec, particularly 

throug'. promoting international co-operation. 

It   ir   v.-ithin   thir, context that assistance   is  being offered to  participating 

countries    to promote    selected traditional sectors of manufacturing industries 

by modernizing and  "industrializing"  technology and  adopting up-to-date tech- 

nique:-  in design,   production, quality control and management.    The  consultant 

i;-  expected   to render advisory services  in the area of leather industries to 

help to attain these objectives. 

After having been briefed by the respective  substantive  section of UNIDO and 

the project manager, the consultant will undertake a round trip to participating 

countries  (Indonesia, Malaysia,  the Philippines and Thailand),    The purpose of 

this trip is  to  review and assess the  present stage and level of production 

in  the respective  industrial sector by visiting selected manufacturing 

facilities  and collecting experience on the spot about availability of infra- 

structural   facilities and technology as well as skills of, and training possi- 

bilities for, the labour force ate. 

The visits to manufacturing plants will also  be used as far as possible 

to advise industrialists,  on the spot, of possible immediate improvements in    ' 

the production process,  management and quality control as well as upgrading 

product quality,  design and competitiveness. 

After having completed the round trip and explored the present situation, 

the  consultant will participate  in a round table discussion organized by the 

project manager and attended by Government officials in charge of or being 

engaged in promoting industrial development of the leather industry as well as 

technicians and manufacturers engaged or interested in this branch.    Foreign 

manufacturers interested to enter into company level co-operation may also 

participate in the meeting. 
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Deliberations of the meeting will centre on the findings and recommendations 

of the consultant on possible measures to improve production and management 

methods as well  as upgrade the standards,  quality and competitiveness of pro- 

ducts utilizing technological skills and cultural heritage e.g. in design etc. 

The meeting should result  in the formulation of guidelines and practical 

measures to attain substantial progress in the manufacture of selected product 

groups particularly those having good export prospects.    The suggestions and 

recommendations of the meeting should be consolidated by the consultant in a 

"Record of Round Table Discussion"  that will be  submitted to the Governments 

concerned. 
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Annex II 

Aide-mémoire 

Round-Table Discussion on Industriali zia: and Itoderniaiiv: 

Traditional Tec noloiiv  in the  Leather  Indus try ¿ector 

Or/a.iir.cd   by the 

UNITED livrions INDUSTRIAL DEVELOPHEIT ORGANIZATION 

Co-sponsòred by the 

national A,~ency  for Expo H Deve Lo prent 

in  te   rrame-.iork of  the  Promotional Project   To:  Development 

of Export-oriented Industriea in Selected South-East Asian Countries 

I.     nackftrounc; 

Considering   tl.e  importance of encouraging export-orientation  in  industrial 

development,   repeatedly stressed   in vr.rious resolutions of the  Industrial 

Development  Board  and  emphasized   also   in the  Lima Declaration and  Plan of 

Action,  UNIDO  is  carrying out a project which  is  financed from tie voluntary 

contribution of  the Government of Japan,  aimed at  assisting the  participating 

countries  (Indonesia,  Malaysia,   Philippines,  Thailand) in the development of 

export potential of manufacturers,   particularly through fostering international 

industrial co-operation in selected industrial  sectors. 

Spectacular growth of manufactured exports attained in the past years by 

some of the countries in the South-East Asian and Pacific region proved that 

substantial progress towards this end can be achieved if co-ordinated and con- 

certed efforts are made in identifying possibilities and still untapped re- 

sources in this field. 

It is realized in this context that production in traditional sectors of 

industry and indigenous technology may be an important asset and can play a 

substantial role in manufactured export expansion if stimulation and assistance 

is provided to upgrade their technology and adapt their products.    In an effort 

to exploit these possibilities and foster development towards this goal inter- 

national industrial co-operation on company level among developing nations as 

well as with developed countries might be an important tool resulting in 

improved production conditions,   productivity and  competitiveness. 
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One of the  industrial  rectors selected as having not only natural endow- 

ments and traditional background but also good export prospects  in the countries 

concerned  is the  production of leather Goods.     It  is therefore  suggested  to 

carry out a round-table discussion within the framework of the  project to 

assess:  the  prevailing situation in this sector and  explore  further opportunities 

to  foster export-orientation and  increase the export capability  for leather 

products, 

II. Ucope and  objectiva» 

Tue  Round-Table Discussion in  intended to  serve as an appropriate oppor- 

tunity  to  exchange  views and   investigate possibilities of  further accelerated 

and  export-oi ienlt-'d  growth of the  leather  industry  in  the  countries concerned, 

3eforehan<    a  consultant  vrill  be  appointed  by UNIDO to undertake   a mission   to 

caci,   country,   tic   purpose  of his  visits being   to   review ruin   assers   the  present 

sta.'-r   a-id   level   o "   production  in   l::c  respective   industrial   sector by visiting 

scleclei    :':a iura' ' uri.ig facilities  and  collecting  experience  on   the  spot  about 

avr.ila all ¡. '  o ¡"   1..   ras Lruc tarai   facilities   and.   technology  as  well  as  skills  of 

•i:i."   '  •ai.iin;  possi   ili'.ics   for the labour  force  etc. 

hi 1 ujcratioas  of   the   ncetui; will  '-entre  around   the   report   of  the  consul- 

la.:'     resenting     ;s   fin< lags  am;   reoonmendalions.   in respect  of   possible 

:;nsii'(r  and   act mar.   .0  i.io ¡c .-nise  and,  adapt  production  in   J:ie   respective   sector 

'o   j--,.iro'e   prosai lo.i ranci   , monger ien!   ¡nei'code  as  v/oll as  up ;rade   slandards, 

' urti 1       and   competitiveness of  products,   utilising at  the   same   time   techno- 

logical  skills and.  avallale  cultural heritage     e#p# ±n design    etc. 

Strong emphasis should be given in both the report and the subsequent 
discussions   to  assisting specifically small- and medium-scale  manufacturers 

and exploring measures to  strengthen and   improve   their ma ìagerial skills and 

export  capability. 

Tiroags, analysis of the prevailing situation and  investigation of existing 

deficiencies,  obstacles and bottlenecks  in export development,   the discussions 

are expected  to  result  in the formulation of guidelines and practical measures 

covering not only the strictly technological and production aspects but also 

problem areas  in respect of government incentives,  transfer and adaptation of 

technology,   infrastrueturai  facilities, organization of export    etc.    In 
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addition,  the meeting of government officiale concerned with and  industrialists 

engaged in leather  industry development may contribute to discovering 

opportunities and establishing contacts to  promote  international co-operation 

on the company level or amon^ federations of industrialists.    The suggestions 

and recommendations of the meeting should be consolidated by the consultant 

in a "Record of Round-Table Discussion"    that wiH 1)e submitted to the govern- 

mentn concerned and  made available to participants  in the discussion. 

III, Programme 

The Round-Table Discussions are planned for one working week, each day 

consistine of two   cessions.    Detailed programme and agenda of eac    session 

will be distributed  to  participants in advance, 

IV, Date and place of  the Round-Table Discussion 

The Round-Table Discussion is sci eduled to  take place fiori 5-8 April 1977,  at 

Djakarta,   Tndomesia,  at the premiaea of the National A#a»cy for Export  Development 

(NAI'ED). 

"arti>-ipants are expected to arrive on 7 April  1977 • 
V, Participation 

Uenior government officials  in charge of industrial and export development 

i.iù  particularly   involved   in leather industry development  programmes  in countries 

partu:. pat in/;  in  tie  project VS/HAS/7~/01 1   will be  invited   to attend  the dis- 

cussion.    In addition,   industrialists engaged   in or intending  to enler into 

leather -pods  production are welcome to  attend  the meeting.    The  intention 

being to promote   the establishment of interna LionaI  industrial  co-operation 

with companies, outside the  region as well.     Invitations; may aleo he expended 

to selected  manufacturers  from countries  not participating in the project 

mentioned above   to   participate as observers» 

VI, Lan Ma, ;e 

Parere vail be  presented anti discussions he li    in English,    Ho translation 

will he nate available, 

VII, Documentation 

Tie report of the consultant will be nade available   to participants prior 

to the discussions,   at latast on their awiwnl. 
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In addition,   participants are welcome to   submit and present  short 

(/,-'"   pages) "country papers" or "case  studies" on the subject matter,   which 

will   then be  incorporated  in the report on the discussions.    Should   such 

papers lie received by  the co-sponsoring organization well in advance,   efforts 

will   ;>e made  to  reproduce and distribute them before or at the   first   working 

ses. E ion, 

VIII,    Organization 

Conference  facilities and   servicer, will   be provided by the  no-sponsoring 

organisât ion. 

A "Ilote t.o Participants" containing all information required and details. 

oi' organisational   arrangements  will   tie   sent   to   all  participants   in due   time, 

I;..     financial  ann   administrative arrangements 

(a) i'or tvfo senior .government officials from Mala,»! ia, Philippines, and 
: .all'uni selected ny the respective Government» the Unite'": nations, Industrial 
'.K vr lo [viril I   Organisation will   provide: 

(i)     Tntornitional   travel   (re'arn  air  ticket economy class)   from   the 
: ome   coun'ry   t.o Djakarta,   Indonesia; 

(¡1)    ¡iubfii'- teiv x  allowance   (per diem)  as   per  (he prevail in:   United Nations 
rate  in Djakarta for the duration of the meeting; 

'in)     l.i  addition  UMIDO will  provide  subsistence allowance   (per  diem)   as per 
the prevailing United Nations rate  in Djakarta for the duration of 
the  meeting   for  two  industrialists or representatives of  industries 
soler ted   by   the respective   Governments. 

All   oUcr expenses  including expenses   in the  home countries incidental   to  travel 
abroad (such  as  cost;   of passports,  visa,  medical examination and   inoculations, 
internal and  local  travel  to  and  from the international airport    etc.)   as well 
as i-ost of international  travel  for the two  industrialista mentioned above,  will 
be  borne  by the government concerned and the   respective participants, 

(b) The United  Nations  Industrial Development Organization and   the  co- 
sponsoring organization will  not assume responsibility for the  following 
expenditures» 

(T    Travel and  any other costs  incurred by dependants who might  accompany 
the participants; 

(n1*    Costs  incurred by participants with  respect to travel  insurance; 

(mi    Compensation  in the event of death or disability of participants 
in connexion with their attending the discussions; 

(iv^    Loss of,  or damage to, personal property of participants while 
attending the discussions; 

(vN     Purchases or other expenses related  to clothes or other personal 
effects due  to climatic conditions. 
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Annex III 

Persons contacted 

Indonesia 

UNIDO/UNDP 

Hirata,  Project Manager 

Brown,  Assistant Resident Representative 

Government officials 

Soekirman,   Chairman, National Agency for Export Development (HATED) 

3.  Swarmilah,  Chairman,  Craft Products Centre,  NAPED 

Rudy Len^kong,  Secretary General,    NAFED 

Noor Indah,  Chief,  Miscellaneous Craft Division,     NAFED 

D.   Raja,   Miscellaneous Craft Division,    NAFED 

Yousof,   Chief,   Leatner Production Division,    NAFED 

Ari fin Moersalin,  Director General of Light Industry, Department of Industry 

Pietoyo  Soekaroowo,  Director,   Leather Research   Institute 

Représentatives of industry 

Ishak Noor,   Indonesian Leather Association 

Sjanfudin Siregar,   Indonesian Leal er Association 

The Philippines 

UNEÜO/UHDP 

H.  De Hie,   UNIDO,   5IDFA 

Government officials 

Ci san îîaci.ya,  Under-secretary and  Chairman,  Small- and Medium-Scale 
Industries,  Department of Industry 

Joseph  Pernia,  Executive Director,  Small- and Medium-Scale Industries, 
Department   of  Industry 

'romando   Santos,   Act ine Manager,   Small Business  Advisory Centre, 
Department  of Industry 

Conrado  Sanchez,   Supervising Governer,  Board of  Investment 

Representatives of  industry 

Ki<-ardo   P.  Hermoso,  President,  Hermoso Hermanos,   Inc.   (Tannery) 

Oí-mundo  de Guzman,  Chairman,  Marikina Shoes Commission 
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Domingo Antonio, Executive Secretary, Marikana Shoes Commission 

Benjamin Muñoz, Mecauayan, Bulacan (Tannery) 

Roberto S.  Chua, Century Manufacturing Corporation (Leather goods) 

John Andrews, RIU Enterprises,  Inc.  (Leather goods) 

Ramona R.  Ramos, Rome's Leathergoods (Hand¡.tooled leather goods) 

Mario Tayag, Cur Tribe   (Shoes, handbags) 

Henry Kornfeld, Phi Gloves,  Inc.   (Gloves) 

Rodolfo Racasa (Leather goods) 

Federico N. Menardo, Menaro's Footwear (Leather goods) 

Rodolfo Antonio, Antonio's Leathercraft (Leather goods) 

Laurito Josef (Leather goods) 

Waif redo Zarate, Zarate Brothers Leather Quality Craft (Leather goods) 

Carlos 0 rue la and V. Saldana 0 rue la, Saldanas House of Reptiles and 
Handicrafts (Reptile leather goods) 

Adoración Saldana-druela (Reptile tannery) 

Nicolas Raymundo, Raysal Reptile Products (Reptile tannery) 

Lorenzo S. Rojas, Casuals Industries (Leather goods) 

AthanasiuB L. Chua, Quality House,  Inc. (Leather goods) 

Manolo Cruz, Conching Hermoso Inc.  (Tannery) 

Cora Cruz Jacob (Leather goods) 

Majjtfsia 

UMIDO/UMPP 

F. Ossella, Assistant Resident Representative 

Government officials 

Iskandar Astar, Deputy Director, Ministry of Trade and Industry 

Faisal Ihrahim, Assistant Director, Industries Division, Ministry of 
Trade and Industry 

Rai, Co-ordinator, Ministry of Trade and Industry 

Lee Sum Tung, Director Industrial Studies Section, International Fund 
for Agricultural Development (IFAD) 

0. Jayanathan, Director, Evaluation Unit,    IFAD 

Tan Kim Chong,    IFAD 

Tan Choon Heng,    IFAD 
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Representatives of industry 

H. Vas, Manager, Malaya Leather Co* (Tannery) 

Ho Chang, Sharikat Freedom Industries (Leather goods) 

Wong Ngan Yee, Syarikat Tenlit Concord (Leather goods) 

Sandy K. Boey, Carnaby Enterprises (Synthetic leather goods) 

Ohazi H. Ramii, General Manager, Kulitkraft Sdn. Berhad (Tannery shoes 
and leather goods) 

Wong Kee Seong,  (Leather goods) 

Thailand 

UNIDO/UHDP 

A. (Jarcia, UNDP Regional Representative 

II. Reddy, UNIDO/ESCAP Industrial Adviser 

Dong, UNDP 

Government officials 

Piriyadie Diskul, Director Industrial Economics and Planning, Ministry 
of Industry 

Cliarmroon MalaigTon¿,   Industry and Planning Division, Ministry of 
Industry 

Vichit Arnachanakarn,  Industry and Planning Division, Minictry of 
Induetry 

Suran,Trut Tosree, Industry and Planning Division, Ministry of Industry 

Pairóte Qeemonkit, Chief,  Project Development, Board of Investment 

Representatives of industry 

The Thai Tannery Organization (Tannery,  shoes and leather goods) 
Suraphongse Thiradharma, Manager 
Sunantha Jcttasena,  Chief,  Testing Analysis 

Boonluck, Director, Leather Association (Tannery) 

Suranak Sritangsirikul,  Thong Tannery 

Utai Youngparpakam, Crocodile farm and reptile leather goods 

B. Charnnarong (Leather goods) 
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Annex IV 

Participants 

Indonesia 

Government participants 

J.  Pitoyo Soekarbov», Director,  Leather Research Institute, Department 
of Indurtry 

Noor Indah,  Head,  Miscellaneous Craft Division, Department of Trade, NAFED 

Sharif,  Department of Industry 

Private sector participante 

Ishak Noor,  Indonesian Leather Association 

Syarifuddin Sire^ar, Indonesian Leather Association 

Special guests 

P, Samaan, UNIDO Tannine Expert 

J. Wolter, German Marketing Advisory Team 

T. Robinson,  ITC Marketing Adviser 

Government participants 

Faisal Ibrahim,  Assistant Director Industries Division, Ministry of Trade 
and Industry 

Tan Choon Heng,  Economist,   IFAD 

Private sector participants 

Ghazi Ha j i Rami i, Managing Director, Kali traf Leather Goods Manufacturer 

Teh Han Sui, Assistant General Manager, Taipeing Leather Company Limited 

The Philippinas 

Government participants 

Hernando C. Santos, Senior Industry Development Specialist, Commission 
on Small and Medium Industries, Department of Industry 

Line Bueno, Senior Analyst, Board of Investments 



- 37 - 

Thailand 

government participant 

Charmroon Malaigrong, Chief, Engineering Section, Industrial Economics 
and   Planning Division, Ministry of Industry 

Private sector participants 

Sunantha Jcttaoeno, Chief Testing Analyst,   Thai Tanning Organization 

Surasuk Sritanßsirikul,  Thong Thai 5in Tanning Factory 
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Annsx V 

Papers Dfsented to the Round Table 

Author 

UNIDO consultant 

Government participants from 
Indonesia 

Indonesian Leather Association 

Government  participants from Malaysia 

Private sector participants from 
Malaysia 

5. Sritan^Girikul 

Sunantka Jottaseno 

H.  Santor and  L.  Bueno  (the Philip- 
pinen) 

Title 

Regional aspects of leather goods 
industry for export 

Leather and leather products in 
Indonesia;    hopes,   problems and promises 

The problems facing the export-oriented 
leather and leather goods industries of 
Indonesia 

Leather industry in Malaysia 

Special case  study 

Leather industry in Thailand 

Basic problems of leather industry in 
Thailand 

Leather industry in the Philippines 
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Annex VI 

Classification of leather and leather floods 

' Raw hides and skins 

1 
Pickled | ~r 

Wet-blue 
I 

! 

1    . 
Crust 

1._ 
Leather ! 

1 
Leather goods ¡ 

1 
r       '                                        ' 

fes 1  F» sotwear!                          Glo\ 
 1                        i 

Sarments Sporting goods 

•n /                    1 
/        | Ladies bags 1 Belts ' 

/            Handbags Men's belts 
/            Shoulder bags Ladies' belts 
/            Framed bags Dog collars 
/             Evening bags Safety belts 
/              Cosmetic bags Military belts 

Sports bags Watch bande 
Leather Shopping bags 
goods Beach bags 

L             Travel bags 
\           Shoe bags 

1             _J 
Small goods Solid and travel goods 

Wallets Suitcases 
Billfolds BriefcaseB 
Passport cases Doctors» bags 
Spectacle cases Golf bags 
Key-holders Camera caseE 
Pen-holders Radio cases 
Purses Disc decoration Bets 
Change purses Photo-fraiies 
Men'B bags Dice cups 



- 40 - 

Annex VII 

Persons  contacted in Thailand 

Governmental  officials 

Pinyadis  Dislcul,  Director,   Industrial Economics  and  Planning, 
Ministry of  Industry 

Prachas  Chakkaphak,  Director General, Department of Industrial  Promotion, 
Ministry of  Industry 

Oharmroon lialaigrong,   Industry and  Planning Division,   Ministry of Industry 

Orapin Wrrawut,   Planning Division,  Department o ;' Industry Promotion 

3omsak Kuptakanchanakul,  Handicraft  Promotion Division,  Department of 
Industrial   Promotion 

fi ho thong  Keowsuddhi,  Handicraft Design and Development,  Department of 
Industrial   Promotion 

Liu rapo 1  Chivasutho,  Handicraft  Promotion Division,  Department of 
Industrial   Promotion 

liukon Kane annlai,  Director,   Export Service Centre,  Ministry of Commerce 

Representatives of   industry 

The Thai  Tannery Organization (Tannery, Shoes,  and  Leather Goods) 
.iuraphongso  Thiradharma,  Tlanager 
¿unantha Jottaseno,   Chief Testing Analyst 

''oonluck,   Director,   Leather Association  (Tannery) 

Sarasa.:   ori t angsirikul,   Thon,-; Tannery 

Utai  Youngparpakarn,   crocodile   farm and  reptile   leather goods 

i.   Charnnarong  (leather good:-) 

3o">: -al:  Lia» anasu Usas,,   Poyal  Worldwide Marketing  (leather goods) 

Leather  Handicraft   Ltd.   (leather  goods) 

1'atana  Trading  Ltd.   (leather  >r>ofr) 

T; f   'hnon  Mercantile   Agencies   (leather goods) 

V.o.   Greater   (leather goods) 

Pease  of   Leather,   Jacoh   (leather goods) 

The Universal   Industries,   Champion  (leather .goods) 
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