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INTROo::..:-cT1C:< 

Since the adoption of the Lima Declaration and ?!c:::. of Action !n 1 C"73, th.: 

leather and le::ather products inG.ustries have bet:n the focus of ..:01.sic·~: :;bl.: 

attenti0n and effort by organs of the l.:N. This \Va~ based on the w:d._,~;- he!cl 

assumption tha: the leather i: dust.:..·y sector •.•,;as ?n inher•:r.tly sui;:<'!tii,__. sector 

for effectt.:.ating the long-range objectives of the Decla!'G.tion. I:: t~::it ccntex~ -

conge:r ·es of unanticipated questions and issues have progres si•.·dy arisen. 

Tnese sterr. mainiy fro~ probl~ms of raw material supply, the a..:k::o-..~·!e'-~~t''

inadeqt.:::i.c:: cf relevant st::i.tist~cs and the relative absence, in the l•..:?.t~.e= .:ire.:i, 

oi in-dept!: ec :;no~~c o:;tt.:dies and evaluation. 

At :he fir,:;t Consultatiun ;\leeting Or. The L J.the::- .-\nd Leather Pr·.J(.hcts 

Indust:-y (!r.:1sb=t1 ck, November 7-11, 1977) recomnend.:itions were .:--c.!opt:..:d trJ 

expa.r.c~ th.t.: scor;e or· stat~stir:al and econor:1i.c int~llige::ce 3. d to Geel ·.•:i:!":. ~ .. ,~~= -

~ous pr <:-:ti~ al issu~s of t:fficicntly implementing the Li.:-:~"· Deel .:?r ::>tir-:..:.. _ :1·.:! 

meeti:-1g h ::id th•! :ieneiit of the "Dr aft \V orld- \Vide Study o:· the Leath-:;= a::(~ 

Leathe :- Pr·.xit!..: ts Industry: 1975 -20 oo:: ( l' i'JDO/IC:S.-!5, S~p~embe!" lo, 19-;7), 

an effort at comprehensivt exposition and analysis of the •;,;or ld leather :ndu, ~ry. 

In accordance witn one of the recommendations of the First Con~ultation 

Meeting, t::\1DU ::>rganized a Panel of qualified and representative ex?erts to 

euide the fu=thera.nc~ of the program approved. by the Meeting. At the last 

meeting of th<it Panel, February 5-7, 1'179, Vienna, several issues ·.\·ere iden

t\fi\!d for consideraticn by a second Cons4ltation ~leeting. These include: 

(a) Raw matc?rial availabili.ty and quality. 

(b) Developn.ent of leather products indu:;tries in developing cour.trir s. 

(c) Problems and p·osp.~cts for international trade in hides ar.d skins, 

leather and le.:-tthe.:. pr·')duct;;. 



- vii -

developing countries by Uf>.;IDO, FAO ar.d other internatior:al b·::.dies in the .:i.re2. 

of hid.es, skins, leather and l~ather 2=cciucts. 

(e) The role of =>y.:1thet1c ma~e=ials. 

---------------------

In the lignt:. oi the foregoing, obj~ctives of the present s~udy are: 

(a} To define and clarify the basic economic iactor:; in the past JeveL1~1:-:Lent 

anl~ the ;nesent str;lcture of the leat11er a.nd leat!'ler products inr:ustries -:if ~::e 

world with particular emphasis on the avc.ilability of raw material now and u: !ne 

future. 

(b) To identi:y and appraise nev.; trends and factors ·.vith a signi:icant bear-

ing on prospective cievelopm~nt of the e:itire sector. 

(c) To project raw material supply throu£h 1985 by qualitanve j~cigP--..e;:t .:;:> 

wdl d.S sta.tistic:i.i methodology. 

(d) To ap;n.:i.ise the extent by which t:i.e impl~cit purpose: of the Lima 0ec~a-

ration wa.s accorr.oli:>~:::ci ;_n the leath,,;,: anJ leather product5 sector as of Dece:-::8<·, 

1978 and the ?Otc:-it~.:i.l remaining for !urther growth of the5e industries in the cie -

velopir:g countries. 

(e} To weigh the role of leather substitutes in the leather economies or :he 

developing and qeveloped countries. 

(f) To define tt.e major trade problems confronting ·~eveloping and deveioped 

countries a.nd to suggest possible solutions and a strategy for action at the inter-

national and national levels. 
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CH/l.PTSR I 

Summary ~nd Conclusio~s 

Summ;lrv .._" +li.e Stud,Y 

a. Hid~s and Ski~s Ecor.omy 

An extraordinary situation cor.fror.ts the world. leather a:ld leather prod'l!cts 

industries in 1979. It is compounced C'f raw :naterial shorta;e and unprcccdc-::tcc. 

high price L vels of hides and skins. The· emergence oi this situation, which ~s 

not relateC. to the inflatio~ or energy sy::-itlromes, retJ_uire::> re-e\.·aluation oi t!:e 

industrie::' economies and development pot~!1ti.=1s. 

The central fact in the ecc..nor.-iics of the leather <u1d leather ?reduct ind~s -

tries is the unique character of hide and skin supply: it is virtuclly i::;.ela~~tic, a 

vari;ibh~ ·.vhich cannot respond to dPmand. MoreovE:r, the qualit/ and utilitv of 

hides and skins, derived from the same species in different ~arts of the worlci, 

vary tremendously; hc.mogeneity is limited. 

Cattlehides are the major raw material of the leather industr-y, re:;:>resent

ing 70 per cent of its output, and the mainstay of :-!lost leather products. Sheep 

and go.J.tskins comprise most of the balance. Pigskins are a SUf)ply pote:1tial 

which 1s still far from beir.g realized. Cattl~hide supply has been and remains 

the most vital is.:;uc to the leather e:nd leather products industries. 

Appraisal of current and future hide and ski:i supply requires examination 

of world and regional livestock resot,;rces. These C1r2 distributed unevenly and 

witho1,;t relation to r.u:r.an CJOpulation. Cattle heres and sheep flocks in the revel

oped regions plus Sot1th America represent 62 per cc:-it of the world's raw mate

rial resources for production of leather. 

!n developing :i:-eas other tha!l South Ame.:-ica, livestock productivity, in 

term.:; of hide ;:ind skin 'field, is ~xtremely low in co:n::iar:son with output in rcvel

opcd co11:-i~ric:.;. Shortcorr.ir:,;s in ar.ir:-ial r.us~a:idr·/, ... dauc:hte."." methc.rls, Z\r-,d :c-

c o v r: r y : r r. . .i n f a 1l ,, n ; 11: i : :". a 1 s a r c : e s po n s it; 1 e . 
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defi11i~c1'.· ::i·,:t it ca:-::t: to <L'1 e:-.d in 1977 :rnC. \'•:-:.s succeeC.cd by st-.arp c:::r:c::-:o .. ·:~:.._,;:_ 

Wht·n (lr.G. to '.vi:at e:-~te!:t cattlel:ide sup?ly \\·ill ag.::.in inc:·t:ase is tr:e r.:.~J _,:::_-

qucs~10:1. In ::c. . .::th .:.:':lcri:a the past \vill not be precedent fo:= the ~u~u::-c:: t!!·2 

phcnonH:nal eX(J::l~swn of the 50 1 s and 60 1 s v.:as a r.on-rec.-.rrrent develo:n:1ent. _.\ 

slow re tarn to µrodt.:.cricn leve!.s of 1977 is expected by 1935 or 198 6. 

Prospects for important supply gro\vth can be found only in South Americ\ 

where grassJ.2 .. nC., the prereq1-lis~~c to cattle production, is avz.ilable. E>. . ..-c:=y-

where cl.3e tl:c outlook is di~med by lack of rastur~lJnd, sho.rta;e of 2.-:.~:nal f-:-~r1 

and foc~der, non-productive a:1d ;nimitive mc~hods of animal husbJ.:-.C:..::;: ;,::C. rLe 

rising contt!ntio.::1 of hi..;.:nan food 2nd animal L~eci for arable lanC.. 

Minor ch2_--iges tn sheep and goat nur.i.bers \"ill not affect the ~asi.: leathr:r 

supply equation. 

Hope for the future rests mainly on im;:>.:o veme::.t ar.d more effective i.;.s c 0: 

existing ::esources in less developed regions. Better methods of rai~ing live-

stock are u.:g·~.::.tly Lee<led. Better methods of fL,,_ying, c~nng, recovery, star -

ing and tr ans :::iort of hides and skins would tr ans late :nore poter;tial s1...:p?ly i!".tc 

available :>u?ply in developing countries. Unlc::s that primary task is t:ndertL1'.-:c:1 

and accomplished, develo?ment objectives aimed at leather a..'1d le,1ther ?=ocuct 

output in developing countries have reached practical limits, except for South 

America. 

There has been a s1· 1)stantial chan(Ye in trade flow of hides and skins durir:~ 
~ -~ 

the last 25 y~ars. Massive exc:iorts of raw m3.teri.al by developing cour:.t:::ies hz,ve 

ended. ln 1978 these countries were, in the a;,,g:-c5ate,net importers oi ca~tle-

hides. Review of the foe ts, however, indic aU! s tha~ the change was d1..:c 2lmo st 

entirely to tr;id,.:! policy <rnd d~vf'!opmcr.ts i.:i Sodh _-\:;ieric:i ar.d So1:th .\si.a. 

These were the large raw material exporting areas in the pa-;t who :1ow fully L:til-

ize their ir:d~ '.':llO\Vi hu!t·'.; .:i..nd ski.ns. 
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In hide a::d s~in trz.dc, as \;.:dl 2.s leather and lez.!:.~1er procuct:;, th~ ?''~ic:·::.: 

of centrally pbr.ned ecor.omies are difficult to preciic~- lt is noted t!:;:~ ··;.;.'.:l:ridc:.::-

ment of the ma.::ket tirocess" is a new and iWldamental ~roolem. 

Projection<S of future trade in hides and skins foresee cornµarc.ti.v~~y littlr> 

change for thr.:::e .::easons: First, world production in the major ty~kS oi .::2w ::Y.a-

terial \i,.·i!l increase only modestly. Second, developing cou...-:tries wi:::.i. !.:::?ort;u:t 

supply have cum?leted th<~ transition to dome5tic utilization. In fa·.::t, ta.'1r.ing 

capacity in various developing countries is excessive ar.d greater thz~."1 a-,rc:.il;:-c'.Jle 

hide and s!,in supply in these countries or contiguot.:.s areas. Third, the 

economies of processing cattlehides at origin will inhibit e.:qorts from the C. S. 

Leadi!1g problems and issues in hides and skins all r-elate to the impr0vt: -

:nent of suppl-i ~n dE:veloring count:-ies, national restrictions or. access to st~p?ly 

and violent price instability. The first tw'.J can be dealt with throu<:'.1 i:-.te:-na-

tional and natior.al action. A strategy for such action is ;.;uggested. Price flue-

tuations and their disruptive consequences are a more difficult issue a.r.d, as a 

first step, international consultat:on is essential. 

b. l.eathcr ::nd Le?-ther Products Economy 

By 1977 the developing countries produced 38. 4 per cent of the \•.:orld.' s 

leather in :cough or fini~hcd form. Growth, however, was cone en tr ated in two 

regions, Latin America and tne Far East. Further importeint increase is anti-

cipated only in Latin America where cattlehide output is projected to expand sub-

stantially. Elsewhere in the developed and developing countries raw material 

supply will permit only minor change by 1985. 

Efficiency of tanning plants is <icfineci both u:. production co;;;ts ancl ~he con-

sister.cy of leather required in large-scale manufacture of shoes and other prod-

ucts. Mechanization is associated with both aspect:: of efficiency. Production 

and markctir;0 of leather entail constant liaison ith manufacturers oi l•!zith._.r 
-, 

products. That is particulady important for tanners scckinlj distribution in rlc-
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Several developing countries have built leather and finished product manu-

facturing ..'":icilitics on a base of imported cattlehides, ;;.lmost wholly from the U.S. 

Grave difficulties encountered in 1979 attest to the ec..:inomic rr..erit of i:itcgr2!cd 

JE:velopmcnt based on utili:zation of domestic raw material supply. 

World leather production ·.~:ill decline from the 197 7 level for sever al years 

and begin to recover in 1984. Projected total output will be 4. 2 per cent higher 

in 1985 than in 1977, but that gain will not match ex?ected population increase. 

Per ..:apita consumption of leather would therefore decline fractionally. 

Modern tanning is not a labor-intensive industry. Leather ~an be produced 

with high labor input, in lieu of mechanization, at a sacrifice of q•Jality or uniform-

ity. High raw material prices de-emphasize the ratio of labor to total cost and 

underscore the importance of achieving maximum sales value from hides and skins. 

Fixed and work:.ng capital rettuiremcnts of a modern, mech;Jnized t:Jn!1ery 

are substantial. Major working capital is represented by inventory of raw mate -

rial, the principal cost of production. The amount of working c c..oital i;:--:rr.o bili:: ed. _, . 

in inventory is directly prC'portional to hide or ski!'l 2rices and escalated shz.:-ply 

between 1977 and 1979. 

Leather produclion capacities in developing countries are gene=ally larg(!r 

than available raw material supply. Hence, with the exception cf South America 

and South Asia, capacity is under -utilized. Similarly, d0mes tic raw rnateri al 

is completely absorbed in South America and Sou~h .Asia, but under-ut~!ized in 

Africa and the Near East. 

The role of synthetics and other substitutes is expJained by these economic 

facts: Leather supply has always reen less than potential demand; price rati.ons 

its consumption; synthetics fill the gap which cannot be met by leather. 

Since all leather is consumed, total production and consum?tion are broc.dly 

identical, bardng d.c>..nges in the pipeline inventoril!s of the industry .. -\n ir.c:-c~5e 

o( 4. 2 per cent in leather productio;l i3 proj<<ted tor l <)35. The same qu;-intity o:· 
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bather, 12, 992 million sq. ft., will b~ consumed, 68. 9 per cent by developed 

coW'!tries. 31. l per cent in developing regions. 

Rav: material resources and leather output in China ar.e: extremely srri.all in 

ratb to population. Intensive use of arable land for food production will Um1t 

greater li-.1i;;stock culture. Ir.dustrial development which might entail large im-

port of cattlehides would pose serious probL:~iiS with respect to the distribution 

of world sup~ly. 

International trade in leather is i:cmposed of two main elements: Exchange 

of finished leathers among the developed nations and export of semi-tanned or 

crust leather by several developing nations. Argentina and India are pre-

eminent in the latter trade, clearly reflecting the scale of their domestic raw 

material supply. 

Exports of all types by developed economies reached $1, 577 million in 1977, 

developing cow1try exports were $724 million, of which $555 million was shipped 

by India, Argentina and Brazil. Further expansion in manufacture oi leather 

products, for domestic consumption or for export, would reduce the movement of 

leather fr om developing areas. 

Shoes remain the most important of all leather products, absorbing almost 

15 per cent of leather output. In the developed countries, however, •Jolume in 
• 

other leather products has increased significantly with garments, small leather 

goods, handbags and upholstery leading the way. 

Shoe output and consumption in the developed regions, 72 per cent of the 

world total, has become stable and the percentage of income expended !or foot-

wear has declined. Proc!uction of shoes in developing countries has expanded 

considerably in recent years but to a large extent for export to the developed anci 

industrialized nations. In other leather products developing countries have made 

great progress in outFut of leather g3rments but here, too, output is almost ~x-

elusively for ex;Jort to :"forth .-\mcrica J.nd Wc:;tcrn Europe. Per capita 
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consumption of iootweu.r, leather ganncr.ts u.nd other leather products in c..:vt.:; vp

ing cow:tries is only a fracti()n of ti1c per capita ratio in the industri<llly c.c:':z..nce:d 

countries. Consumption of all leatherproducts correlat<'!s directly with dis;)os;;.~lc 

income. 

Capital re·-1.uirements for production of leather sh.Jes are consider ::.ble to 

attain optin:um levels of productivity. When leather prices rise the !" atio 'Jf labor 

cost in production diminishes. In production of garments, handbags .nd s ~all 

leather goods, fix~d capital requirements are lower than in shoe iactori·~.s. Ecw -

ever, working ca:Jital needs in such enterprises are relatively higher due to the 

quantities of leather required per unit of output. Transfer of technology is r:.ot :t 

problem; development of management expertise and lat-or ~kills as weH as dis -

cipline is a greater obstacle to efficient and competitive production of le;:.th~r 

products in new areas. 

Leather product capacity in developing countries is generally in excess of 

cur rent outr ..it rates. Many installations appear to have been plar.:icd wi::i.c.;.;t 

solid marketing preparation or adequate r_egard for available raw !TI ate r:..al su?

ply. Greatest progress has been made by regions favored with adeqt!ate raw !r..a

terial supply. Countries dependent on the import of raw material or leathe.:.· for 

leather product. manufacture have recently encountered serious difficulties. 

The leather product industries of Japan, the second largest hide-importing 

country in the world, are an E:nigma. Per capi a shoe production is lo\vcr than 

in the other major developed nations. In China almost all available leather sup

ply is employed in shoe production and output of other leather goods is extr aor -

dinarily small. 

Indexed to 1977 c.s 100, it is estimated that world output of all leather orod

ucts will drop to approximately 97. 0 by 198 J and begin recovering there after to 

a rate of approximately 104 by 1985. Total shoe production in 1985 is eX(H~cted 
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to rcjc!1 3,29-! million pc::.irs, an incrca:>e of 7 p-:::r cent from 1977. Growth \•.il!. 

take ?1 ~cc m;::.inly in South Amc!"ic a and Easter:i Eu.ro:')c. 

A comparciblc increase in shoe c.or.s 1.1mprion is forecast \Vith relc.ti·rcly 

more ~::-!in in developi:ig regions than in the developed world. Per capita con-

sumpti:rn diiferenC(!S between devdoped and de;vdopir.g areas w!.11 !"em;::.1:: 

extreme. Consumption of all other leather pr:Jducts will contir.ue to be large 

in the ci.evdoped countries and lesg in developing zones where d'~oes continue to 

have p!"iority of dema..'ld. 

World trade in leather products has shown enormous increa~c over t:.t> 

past t\"0 decades; physical volume increased 600 per cent and P.'lOnetary tur~-

over ;:?l:r1ost 12 times. Footwear is the largest item in ·trade value, a.::cour.ti=:: 

for 70 peJ: c~nt of the total in 1977 .• .\!though the share of c!~vt::lopir.g c<:i..:!1tri.::;: 

has increased, their percentage of world export value in leather products ,_,;as 

24. 8 ir. 1977. Leather shoes rar.ked first in develo?ing countri.:!s' e:<port~,\,:.th 

leather g,irments a reasonable second. 

S€!Veral fe< tures of trade in leather prod~cts by the developing countri-::s 

are especially notable: The extraorci.inarily high proport:or. 01 ex:>orts to th-~· 

United Statc-s; three developing countries accounted fo: approximat·~ly 70 ;:;e.r . 
cent of aggregate exports by all developing regions; a very sm;.11 fr action of 

leather goods manufactures was exported by developing countries to other ce -

veloping natior.s. 

Tari!! rates of developed cou:1tries are moderate or low, with the cxcep-

ti.on of Japan, and GSP rates are an advantage to the developed co1·r.tries. 

Non-tariff bar:iers are a more important problem and urgent!: req11ire inter-

national solution. 
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Proi;rc:ss in these basics is a prcrcqub ite lo sound and viable development in 

the leather and leather products sector. Dependence on the imoort of raw ma

terial or of leather as the base for leather products output is hazardous. 

Every instance of basic progress in leather and leather products is identified 

with availability of raw material as the point of departure. 

In both the developed and developing areas of the world the expansion of 

leather processing and of leather product capacity has outstripped basic ra.w 

material supµly. Over-estimation of future supply growth appears to have 

beer. •~ i·csponsibk !actor. Substantial production capacity is now under-

Neither trade barriers nor inability to acquire technology have hereto

fore hc:cn ob~taclcs to development. On the contrary, wherever the precon

dltio!"l cf available indigenous raw material supply has been met, developing 

countri·~s have been able to shift from sale of raw material to production and 

marketing of leathc!" and leather pi-oducts. 

In spite of the new 1979 multilateral agreement on trade, restrictions 

and non-ta T uf barriers arc a threat to the efficient functioning of existing 

industry and farther development. Priority of attention should be given to 

international cooperation in order to restrain escalation of trade barriers 

and restore equitable terms of trade in hides and skins, leather and leather 

products for dcvclcping and developed countries. 

CONCLUSIONS 

Developments of the past year have drawn attention to raw material supply 

as the major problem of the world leather and leather products industries. Two 

decades of extraordinarily favorable supply of cattlehides, the principal raw 

material of the lc:,thcr industry, have been succeeded by supply stringency. This 

docs not appear to be merely a cyclical episode. There are stror , :ndic~uons 

that it r··flccts the resumption of a more normal relationship of cattlchide pro

duction .ind human population trends. 
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Looking for·.11ard t~ 1985 it is difficult to foresee resumption of supply 

growth at the rate which characterized tlu! last twenty-five years. This change 

in trend will alter prospects for growth in leather and leather products in devel

oped and developing regions alike. South America is the only region of the wCJrld 

where significant growth prosp<:.cts in cattlehide& can be anticipate. .• for the next 

decade. 

The data of production and trade in leather and leather products demon

strate that developin& countries with adequate supply, in quantity and quality, are 

now fully utilizing their domestic resources. The same countries are also 

rapidly expanding into the integrated manufacture of leather prod . .:ts. These 

countries, the largest producers of hides and skins in developing regions, have 

effectively '"eached the Lima Declaration goal in leather. 

A more difficult und serious problem is apparent in countries with inade

quate hide and skin supply due to livestock resources or shortcomings in mak

ing hides and skins available for the production of leather. It would seem that 

these countries must address themselves to fundamentals: Livestock produc

tion; improved slaughter methods; better hide and skin rer;overy and quality. 
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CHAPTER II 

HIDES AND SKINS ECONOMY 

INTRODUCTION 

Although the production of leather may be the most ancient industrial our suit 

cf ma.nkind, its economics are largely terr a incognito compared with contemp0rary 

understanding of industries more modern in origin. This observation applie5 with 

special force to the economics of hides and skins which are the starting point of 

the l~ather industry and the derivative leather products indu.Jtries. Poaentous 

development:; i.n l 4.J7tJ and Lhe iir:st hall ot l 'J7'j h1ghhght the ga?s i.n under sta.ndu1g 

of hide and skin market economics. In that period cattlehide pric~s c:dvanced 

more than 100 per cent in the U. S. and other primary world markets and reached 

an unprecedented level both ab::;olutdy and in ratio tu general commodity price 
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indexes. :'-:either the extf'!nt nor rapidity of the advar.ce were anticipated, .. ,,,·ith 

very few exceptions, by market ?racr:itioner~ or theorists. {See Figt:.res l 

and 2.) 

The implications :lf the current situation in world hide and skin mar~ets 

".'Ilay be much wider and more far-reaching than is generally perceived. Their 

gravity can be inferred from the single fact that the pric~ level ?rev ailing in 

April 1979 required 250 per cent more working capital than a year previous to 

maintain a constant physical inventory in tanneries processing every description 

of raw material. Is suc.h enormous escalation of hide ar.d skin prices a transi-

tory phenomenon attributable to a recurrent cycle in livestock productior. or 

does it reflect the surfacing oi unheralded factors? Appraisal of this question, 

with all its significance fo.: international policy and planning in the leather sec -

tor, requires review in this chaptP.r oi hide and skin salient economic char ac -

teristlcs. Similar re-exarr..ination of the leather ar.d leai:her p.roducr:s industries 

is •mdertaken in the following chapte.c. 

STATISTICAL DATA ON I-IlDES AND SKINS 

Statistical Limitations 

The existing data base of the hide and skin economy leaves very much to 

be desired for accurate descri?tion and analysis. A cogent ex?osir:ion of the 

inherent deficiencies was presented to the Ad Hoc Government Consultation on 

Hides & Skins called by the F AO Committee on Commodity Problems October, 
1/ 

1978.-

In essence, the !hortcomings of statistical intelligence in the hides and 

skins sector include: 

1. Exceedingly wide gaps in production, trade and consumption data 

frnm a majol'ity of countrie~ and complete absence oi official or reliable figures 

from many. The scope of statistics on available supply varies dirP.ctly with th~ 
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proportion c! anim2ls slaughtered for family !lubsistence or in village abattoirs 

and. with the proportion of supply recovered from fallen a.nid.als. Statistic:; on 

utilization, trade and consumption are frequently not ::ollected by national sta-

tistical servi:::es because of the diff:culties arisi!l.g from the heterogehous 
Z/ 

nature of this raw material and it;s derived products. -

2. Lack of standard conv.::rsion ratios to relate hides and skins of differ-

ent types and origins by common denominators. Such conversion ratios are 

essential in the first instaLce to define the weight equivalents of hides and :skins 

fla: ed, clAred and processed by different methods, i.e., brined, wet-salced, 

fles.~~d or non-fleshed, dried, pickled, semi-tanneJ, wooled or pulled, etc. 

Conversion ratios are equally indispensable to determine t.he cu ea or weignt 

yield in leather frcm hides and skins of given or calculated weight. 

3. There axe very few statistics on comparative quality or grade of raw 

material by origin and types. Conventicnal measures of hide and skin produc-

tion an".l trade by gross number or weight pro~;ide no insight or guidance with 

respect to optimum utilization of indigenou~ supply. Histc.rically, comparative 

market values pkyed a principal role in funneling supply to the economically 

most appropriate utilization. To the extent that the importance cf the market 

compass has diminished, grea~er statistical and economic intelligence is in-

dispensacle to avoid inefficient allocation of resources. 

Information Framework of Study 

In spite of the patent inadequacy of the statistical data now available, 

meaning!ul desc:-iption and analysis of the hide and skin economy and derivative 

industries is feasible. This assumption rests on a core of reasonably consistent 

time series, mainly from developP.d regions but also including several develop-

ing nations. Trade data, past and present, provide a basis for verifying, 

estimating or extrapolating related series essential to depicting the composite 

structure. Reports by qualified observers, puticulazly the consultants engaged 
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in 1978 by uMDO to survey spec111c regi0ns, are invaluable in analysis of exist

ing conditions, and their causes, and for gauging future trends. Ra•s material 

dealers and brokers, machinery and chemical supplierc::, and tanners, oi di'ier

ent nationality but all with past or present commercial familia.ri.ty with various 

foreign areas are a great source of uncodified information. 

In brief, therefore, this study is based, to the maximum possible exte.~t. 

on available ha.rd data. !fowever, in appraisal of trends and projection oi sup

ply, trade, utilizat~on and consumption voiume in 1985, qualitative judgment ts 

invoked to supplement conventional statistical m~~hodology. 

SALIENT ECONOMIC CHARACTERISTICS - I-llDES ANC SKINS 

By-Products 

It is a truism that hides and 3kins are the by-products of meat production 

anci., in a J.iarallel sense but lesser degree, of wool and milk output. Since 

hides and skins from cattle, sheep, goats and pigs account for more than 9i ~er 

cent of the world raw material for leather, a unique economic fact follov. s: 

Hide and skin supply is virtually not responsive to demand. The qualiiicati•rn 

refers to the small increases or decreases of available supply imputed to ex -

treme price change under highly unusual circumstances such as the great 

depression of the early thirties, or, per contra, the price explosion of l 9i2. 

MorP,over, the supply consequences under such conditions tend to be confined to 

residual or low-grade supply from remote and under-developed areas. 

For all practical and analytical purposes hide and skin supply, therefore, 

must be described as inelastic. No other commodity of substantial ec anomic 

importance shares this characteristic in remotely equivalent degree. It has 

been a central factor in the economics of hides, skins and leather for genera

tions and will become even more vitally important during the next dee ade. The 

underlying reason for the inelasticity of supply is obvious: 
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Realization va..!.ues for hides and si,ins are a very small frachon oi the cost and 

vaiue of meat: on the hoof or of the yield of milk or wool in the productive span 0f 

dairy cows 0r woC1l sheep. A few examples will suftice to indicate the value relation

ship of hides or skins and market value of animals ready for slaughter. In cattle the 

ratio of hide weight to animal live v.eight averages 5. 8 Fer cent. Since average hide 

prices per pound have in the past been lower than the price of beef on the hooi ?er 

?Ound, hides have rarely exceeded 5 per cent of live animal value. The ,-:omparabie 

hist:)ric average for calfskins oi 5. 6 per cent is slightly higher as it is for the su

perior grades of sheep and lamb skins obtained from standardized breeds sucn as 

raised in I'iew Zealand. In the absence of meaningful price series for goat or goat 

meat, corresponder.ts in India provided quotations and. estimates. These indic ::ti::: 

that in 1977 goat and kidskin prices appr::>ximated 5-7 ?er cent of the value of r:-:ar

ketabie animals. Data with respec1 to pigs and pigskins is al,,;o scarce. Howe\·c:-, 

according to C. S. Department of Agriculture price reports for p1gs anci trade q<.;0-

t.:iti.Ons for pigsK1r:s, the latter represented, in 1978, between -1 per cent and o :::,er 

ct:!nt ·Ji a1~i:-!1al vahie. 

It would :iot ti~ ':!Ccurc:.e t-:> draw :i generalized stricture from the above rc:r:ard

ing the role of hide a.11d ski~ values i.n livestock Frcxluction, animal slaughter, :'!"leat 

marketing or hide and. skin availability. The significance of the hide and ::;kin value 

ratios cited vary enormously with the degree of development in livestock raisir.r?; 

and marketing, in slaughter systems and techniques, and in the distribution of major 

products and by-products. 

In the mol'e highly developed countries, and especially those which are mar -

ket oriP.nted, the incentive to maximize by-products is omni-present. Ar.ima~ 

slaughter in such countries is concentrated in packing establishnwnts ,.,f : ::irge 

scale and these establishments tend to compete for animal supply a.z:d i.r. "'ale of 

their products, including hides and skins. To a large packer :; per c:ent is a 

highly significant item on the profit and ioss account. 5o much so, that sale of the 
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by-products at opti""Ilum market price is an incentive toward efficient slaughter, 

proper flaying and maintenance of (!Uality in hides and sk.ins. A c0rrelative feature 

oi the livestock producing and processing industries in many of the highly developed 

areas is the prompt and general distribution of price and value information through 

government offices or commercial trade press and agencies. 

An obverse set of conditions prevail in the under-developed and least devel

oped areas of the world. Slaughter is not concentrated or centralized. It is widely 

dispersed as a household function. among local butchers or smali abatt0irs. In-

centives for the preservation or improvement of quality are conspicuously absent. 

Communication is diffused through ~.!Ver al iayers of collectors and buying agents. 

Inelastic Supply 

In terms of the two extremes described in the preceding paragraphs, more 

precise economic meaning can be given to ';inelasticity of supply" and the value 

relationship of hides and skins to animal and meat values: 

First, the primary fact is that whatever the stage of national developmer.t, 

iivestock are not raised and slaughtered to augment hic!e and skin supply. 

Second, in the developed countries available supply consistently and closely 

approximates the potential maximum supply. Fluctuations in hide and skin prices 

are not a significant determinant of quality. 

Third, in the developing areas of the world price determines in some degree 

the ratio of available supply to the potential maximum from slaughter and recovery 

from fallen animals. Price also influences quality, expressed by takeoff, cure, 

storage and transport, to a greater extent than in the developed countries. 

Homogeneity 

From the stand point of tanners and leather product manufacturers an ideal 

characteristic of raw material would be homogenity in hides and skins of various 

descriptions. That is far from being the actual case in the four major species and 

even less so in the exotic hides or skins which account for 2-3 l?ercent of aggregate 
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leather production. in point of fact, hides 

taxonomic grouping and the principal reasons are: Diversity of breed, age at 

,_ 
t: d.l.. i1 

slaughter, season of kili, animal maintenance, feed supply, flaying systems and 

equipment, curing methods, storage and transport facilities. Variations in each of 

the preceding elements can diminish the homogeneity of hides or skins drawn from 

a common area and ostensibly from the same breed. 

It can be correctly inferred that degree of homogeneity correlates directly 

with the stage of agricultural and industrial development in the nation or areas of 

hide and skin origin. North America, Wes tern Europe and Oceania are the areas 

of the greatest progress in that respect and ~t will illuminate the general problem 

to note the responsible factors. 

In the leather sector the economic criteria of raw material homog-eneity are 

three-fold: Hides and ski.u..; of specified origin must be susceptible to standard 

description and classification, e.g., animal sex, weight, cure, season of takeoff, 

moisture content and grade. Second, hides and skins so classified meet applicable 

specifications within agreed tolerances. Lastly, the products of different packing 

establishments, conforming to standard classifications, can be corningled in the 

tannery to produce commercially uniform leather. 

Prerequisites to Commercial Homogeneity 

Essentially these are: Basic homogeneity of animal breed; standardized sys -

terns of raisirig and marketing livestock for optim·..im yield of meat, milk or wool; 

consistent availability of grass or fodder and feed grain at costs which nurmally pru-

vide incentive for herd maint:enance and growth; a market system based upon respect 

for recognized standards of hide and skin grade and selection; and, slaughter estab-

lishments large enough to sort and sell their hides and skins according to standard 

classification and grade. 

The prerequisites noted above do, in fact, <!.escribe major features of hide and 

skin production in North America, Wes tern Europe and Oceania. These conditions 
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cal environm~nt and the concurrent emergence of an infra-structure ~rovi.ding com-

munication, transport and machine technology. And, it should be acided, the .::onstant 

honing of competititive response has promoted a con~:nuous qi.:.est for efficiency amcr..g 

livestock producers and packers. It ~s scarcely surprising that U. S. hides set a 

standard for volume trade :nternationally or that .L\e\v Zealand pelts play a similar 

role in the world sheep and larribskin trade. 

In the under-dev·;loped regions f.ie hide and skin economy is in most respects 

the antithesis of prevailing conditions and practice ~n the highly developed areas. 

The facts have been long known and clearly art; ·ulated by the organs of the Ci\ in 

their effort to accelerate economic development in many areas. Improvement in 

animal husbandry, flaying, curing, collBcting and ti"::...isport have been repeatedly 

stressed as essential to enhancing the availability, value and utilization of indige-
3/ 

nous raw material. 

The problem is of paramount importance because the available supply of raw 

":naterial in many areas falls significantly short of the potential supply both in q•1an · 

tity and quality. Ma.,y facts of the problem have been documented by consultants 

charge<:! by U!'-IIDO in 1978 with investigation and analysis of available supply in 

various countries of Africa, Asia and South America. Again and again these reports 

emphasize the ubiquitous obstacles: A.1imal breed and maintenance, grass and fod-

der, endemic disease, tsetse, tick::;, warble fly, inadequate slaughter systems, 

poor cure, absence of collections and storage facilities, transport and communica-
4/ 

tion deficiencies. 

Classes of Hides and Skins and Relative Import~~ 

Four categories of hides and skins are presently, and foresee ably, of signifi-

cant economic importance to the world leather and leather products industries. 

These are: Bovine hides and skins, sheep and lambski!ls, goat and kidskins, pigskins. 
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All oth.~r types of hides and skins are generally grouped as exotic and represent no 
~I 
~I 

more than 2-3 percent of aggregate rav.; material suitable for production of leather. 

It is obvious that the principal categories are by-products of livestock raised for 

meat, milk or wool whereas the peripheral types are not. 

In each of the species, from which the principal categories of hides and skins 

are obtained, there are a great number of breeds, cross -breeds and even sub-

species . .All of these differ, and in many instances quite markedly, in size, weight, 

physical conformation and fibre structure. Moreover, the difference in physical 

characteristics among breeds is amplified by the differences due to age of ~imals 

oi the same breed at time of slaughter. 

In the bovine group cattlehides are taken frorn mature animals and calfskins 

from young stock ranging from new-born to animals several months old. i\ similar 

distinction obtains between sheep and lambskins, goat and kidskins. The integument 

of a mature animal is, of course, much heci.vier and larger in area than the takeoff 

from young stock. In addition, the qualitative differences of grain and fibre due to 

dllimal age are generally sufficiently extreme to preclude common utilization of 

cattlehide and calf 1 ~ather for uniform end products. 

Production of cattlehides exceeds calfskin supply approximately ten times, 

worldwide, with the disparity ranging to 20-fold by n1.tion and region in accordance 

with the composition of the cattle herd. Calfskins originate primarily from dairy 

herds through the marketing of exce3s bull calves for sL .:e-hter as veal. Bull calves 

from beef herds are typically converted to steers for grazing and feeding with only 

a small proportion retained for reproduction. 

Conversely, t:b.c slaughter of young stock in both sheep and goat culture is 

greater than the kill of mature animals. The latter are held during their produc -

tive span for wool O"tput or for proven breeding value. In addition, lamb or kid 

meat is generally deemed more palatable than mutton or goat meat. 

Finally and me t important - cattlehides are the basis, the sine qua non of the 

modern leather industry. This central and dominant fact tends to be obscured in 
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wide ranging discussion of economic strategy for development and availability of 

indigenous resources. Absent hides, the production of leather would be scarcely 

more than a minor and even rudimentary industry. Table 1 presents the key data 

with respect to quantity of principal components in world supply. 

TABLE 1 

WORLD fllDE AND SKIN PRODUCTION 

AND LEATHER EQUIVALENTS 

1977 

Million Leather Area Per Cent 
Pieces Million Sg,. Ft. Total 

Bovine 285 8,895 71. 3 

Sheep & Lambskins 384 2,738 22.0 

Goat & Kidskins 167 834 6.7 

12,467 

Source: F AO 1977 estimated production totals Bovine, Sheep and 
Goat breakdown and computation of leather area by I. R. 
Glass (CCP:HS78/2, Part II, August 1978 

It should be noted that Table 1 does not include cattlehide splits. Most cattle-

hides process ~d into light leather (which includes practically every type but sole, 

harness and mechanical belting) are split in thickness to separate the topgrain 

layer from the bottom or flesh side. Splits are a valuable article of commerce and 

are used for many purposes including shoe uppers, garments, insoles, work gloves, 

etc. Splits yield on averaee an additional 32 per cent to the primary or topgrain 

area of a hide. Hence, it is estimated that the realistic quantity given for c attlehide 

equivalent area in Table l should be approximately 11, 000 million square feet. 

Apart from quantity per se, other factors are involved in the primacy of cattle -

hides. First, cattlehides can be used to produce or fabricate almost every conceivable 
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typie of l~~ther or leathc.r oroduct; the utility of other raw materials is much more 

limited. Second, ghen equal utility per unit of surface area, the value of raw mate -

rial increases VJith sise by virtue of economies in leather product manufacture and 

fabrication. A cattlehide of 40 square feet can be tanned and cut into shoe parts at 

considerably less expenae than eight goatskins. For products requiring large pat

terns, e.g., upholstery or garments, cattlehides are almost irreplaceable. 

A.VAILABIUTY OF HIDES AND SKINS 

It is necessary to define "availability" in the context of this study. Availability 

is ~the maximum possible supply of hides or skins theoretically obtainable from 

slaughter of livestock or recovery from fallen animals. Availability equates ~ith 

the supply which moves into sight, through market channels, or by mandate, for 

utilization by tanners, large or small and whether individual, corporate or publicly 

owned. 

Animal Numbers 

Live!!• _lck population is the logical and necessary sta.rting point although it can 

only serve as a crude index of hide and skin production for several reasons. These 

include: Wide variation in the composition of herds and flocks nominally of the same 

species; tremendous disparities in productivity, i.e., ratio of slaughter to l; ve 

animals; percentage of hide and skin recovery from fallen animals. Only a small 

minority of countries maintain requisite statistical services for a periodic census 

of total numbers, geographic distribution, age grouping, animal marketing, inci

dence of death losses and other vital data. Undoubtedly, the most systematic effort 

to gain such information ha.s been carried on by F AO and its compilations provide 

highly useful approximation of both numbers as well as national and regional trends. 
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TABLE 2 

\UtLD LIVESTOCK NUMBEllS 

c A T T L E s H E E p 

(Million Head) 1961-65 1972-74 1977 1961-65 l9i2-74 191"1 

Dev~loping Countries 757 856 862 455 441 451 

La:in America 197 243 258 133 125 120 
Africa 114 124 124 76 74 73 
Near East 36 46 45 85 115 118 
Far East 320 340 335 79 79 SC 
Asia, c.r .E. 90 103 100 82 ~ 55 

Developed Countries 343 426 439 lli 524 506 

North America 114 135 136 29 18 13 
Wes tern Europe 84 100 98 73 93 94 
Eas:ern Europe & USSR 107 l3i 148 178 174 175 
Oceania 25 38 41 233 207 192 
Other Developed Countries 13 16 16 44 32 _l1 

World 1,100 1,282 1,301 1,012 965 957 

G 0 A T s p I G s 
1961-65 1972-74 1977 1961-65 1972-74 1977 

Developing Countries 395 430 434 ill 276 295 

Latin .America 43 35 36 71 69 73 
Africa 122 129 131 9 9 14 
Near East 53 76 77 3 3 3 
Far East 87 89 89 17 2Q 20 
Asia, C.P .B. 90 101 101 175 175 185 

De.eloped Countries 26 23 23 270 305 319 

North America 3 2 l 68 67 70 
Western Europe 11 10 10 82 89 94 
Eastern Europe & USSR 7 7 7 110 137 140 
Oceania 3 3 3 
Other Developed Countries -1 4 -1 _1 -2. _g 

World 421 453 457 545 581 614 

~m&I~11: FAO, u. s. Foreign Agriculture Service, UNIDO Consultants. 
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FIGURE 3 

DISTRIBUTION OF LIVESTOCK 
DEVELOPED AND DEVELOPING COUNTRIES 

862 

D£V£LOPINe 

BOVINE 

~ilions of oni.,,Ols -1977 

451 

U€V£1.0PINI 

DEVELOPED 

506 

SHEEP 

LIVESTOCK PRODUCTIVITY 
•t. RATIO- SLAUGHTER iO NUMBERS •1• 

10 IOO 

90 OoEvELOPED 

80 milJ DEVELOPING 

70 

60 

50 

40 

3 

2 

CATTLE SHEEP 80AT8 

SOU-.CES: ,AO, U.S.OEPT. OF AQFUC. 

90 

80 

70 

60 

50 

20 

10 

434 
DEV£LOPIN9 

GOATS 



• 

- 24 -

Several aapects of T~le 2 as a summary of the world's livestock resources 
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hide or skiD production. The most glaring exam~le. of course. ue the c:Attle oc 

India which are not bred or raised for meat but are uniquely a socio-t'eligl.ous in-

stitutio.n. Bovine hides or •kin• iJl that country a.re almost entirely obtained from 

falle.n animals with mortality due to natural caus JS (age). disease an~ starvation. 

ConsequeJitly, in !ndia the ratio of bovine hides and skins produced· to animal nu1n-

hers is approximately 10 per cent compared with off-take rates of 35 to 40 per cent 

from beef herds in developed countries. Similarly total cattle numbers include 

buffalo and water buffalo, related bovine species. and which are raised primarily 

for farm motive power. "Of the world's population of 150 million buffaloes, 95 

per cent are in Asia and 76 per cent in S. E. Asia .•• it is considered that buffaloes 

are better 1uited to providing cultivation power for small farmers than mechaniza-
6/ 

ti on in the near future ... - Since buffaloes are typically retaiJled u long as they 

provide energy for plow or cart, the off-take rate is extremely low. Identical fac-

tors influence both the composition and slaughter rate d. the bovine herd in China. 

If the foregoing circumstances are taken into account, the conventional data 

on c!lttle numbers in T~le 2. require pragmatic revision. From the standpoint of 

the hide ud skin economy, the cattle resources of the developing countries in 

terms of hide productivity are considerably less than the conventional tally in 

Table 2. The following table illustrates the productive equivalent in hide terms: 

Table 3. Prodacstive !pivalm\ in ll1daa 

Estimated Adju•ted for 
Million Head Actual Hide Productivit~* 

DevelopLig Countries 862 620 

Developed Countries 439 439 

World 1,301 1, 059 

* Based on calculated differential hid~ or skin yield, in pieces, 
from live cattle in India and China and from buffaloen in Asia 
equal to developed cou:itry average. Comparative size and 
quality of hides are ignored in this contest . 
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The computation of productive cattle numbers in Table 3 draws a more accu-

ratfl' n,arc;o.,.rtivfl' on thfl' orfl'!H!nt and foraa~.,..,.ahlfl' dimaanc;ionc; of thca worlcl'c moc;t 
- -,- -L-- - -- ---a. - - -- ----- - - - - ----- --- - -

important raw material resource for leather. In the first place, the proportion of 

"hide producing" cattle in the developing countries is smaller than indicated by 

cursory statistical enumeration. Second, barring massive sociological change and 

economic development, the limits OL growth in the leather sector of major develop-

ing regions are severe. 

Appraisal of the world sheep and goat stock does not involve problems of the 

same order as the ca:.tle population. Major economic features of sheep and goat 

production include: 

l. Wide dispersion of existing numbers among small produc: ers, farmers and 

family units. With respect to sheep, the only excep~ions are the large-scale pro-

duction system in Oceania and to a lesser extent the commercial flocks in Argentina, 

Brazil, Spain, U. S., Iran and Turkey. Large flocks, however, are very rare in 

capriculture, although A. V. Parpia notes a possible trend toward commercial 

breeding and production in India. 

2. Sheep are raised for meat and wool and suitability for one or the other 

major product varies with the breed. Production trends are affected in major de -

gree by t:'1e demand for and prices of meat and wool. Production of goats is far less 

dependent on market meat prices since most goats are raised for family subsistence. 

3. Sheep are efficient converters of grass to animal protein and are not crop 

destructive. However, they require more care and attention than any other live

stock species. Goa.ts, per contra, are born with a survival instinct. Unfortunately 

they are inimical to virtually all planting or foliage and, in that sense, characterize 

the lowest levels of agricultural development. Government policy in India, for 

example, has sought to discourage goat breeding because these animals, unless con

fined, denude land and forests. 

Pigs arP. not at pres~nt a major source of world raw material supply. However, 

they are considered in this study because the raw material pot~ntial of 650 million 
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pig• Ca.DJlOt be ignored. In many ways, pigs p. ·esent minimal production problems 

ti! ~umpu-iaon wiih otii•~ ilTe•tock species. They can be raised by farm households 

or on a large and inten•iTe scale by specialized pig "factories". Diet for growth 

and fattening ranges from grain to vegetable waste. In most regions pigs can be 

bred semi-a.DJlually; multiple birth9 permit swift growth i.n numbers i.n response to 

demand. 

Livestock Production - Major Economic Aspects 

It is not intended at this juncture to examine the minutia of livestock produc

tion, practices and results by regions and countries. The following analysis is 

concerned only with major economic facts and forces which are essential to under

standing existing conditions in the hide and skin economy and to realistic projection 

:>f future hide and skin availability. 

Grass 

Grass is the point of departu:e fo:r livestock culture because when grass is 

available ruminants convert solar energy into human food at exceedingly low cost. 

Grass, and its cultivated genetic variants, remains the primary economic factor in 

raising cattle and sheep. Vegetation of almost any kind is deemed edible by goats. 

Pigs have few dietary restrictions: they can be raised on household waste in small 

farm holdings or on planned grain regimens in factory type enterprises dedicated to 

wiiformity of pork products. 

In brief, production of cattle and sheep basically rests on grassland 1or graz

ing and for production of winter fodder. Quality and consistency of product, as well 

as speed of production (rate of weight gain) are greatly enhanced by grain feeding 

but grass is the fundamental prerequisite for maintenance of cattle herds and sheep 

flocks. 

Suitable or available areas of grassland are more limited than is generally 

supposed. A glance at the world map discloses that prime pasture land is typically 

located in the temperate zones and is marked by yea~·-round precipitation in contrast 
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to seasonal deluge. Such areas are found in North America (Southern Canada, U.S., 

Northern Mexico), Argentina, Paraguay, Uruguay, Southern Brazil, Europe (be-

low :'le 44th Parallel), temporate or pleateau Africa, Au•tralia, New Zealand, 

Western China, Mongolia. It is not surprising, therefore, that the most productive 

herd1 and fiocks and the maximum output of meat, milk, wool and hides and skins 

per capita are identified with the foregoing regions. 

To what extent harsh determinants of geography and climate can be modified 

is a moot question involving many factors. These include the cost of the needed 

technology and requi1ite energy. water supplies and, above all, the conflicting 

claim for arable land due to population pressure. The latter aspect is obviously 

in1tanced by ChiAa where practically all arable land is cultivated intensively to 

~od.uce food directly for human consumption. Even in the develcped countries a 

debate has emerged in recent years on the economic merits and morality of vege-

table versus animal protein. 

Productinn Cycles 

In the developed and market-oriented countries the past long-term upward 

trend in cattle numbers has, on occasions, been interrupted by temporary declines. 

These intervals are loosely described as •:cycles", especially in the U. 5 .• al-

though the evidence with respect to cause and periodicity is far from exact. How-

ever. the mechanics of the so-called cycle are quite clear: A major drop in profit 

margin induces cattlemen to liquidate breeding stock, that is, cows and heifers. 

When profit marginc increase, breeding 1tock is expanded through retention of 

heifer calves. For biological rea1ons seven year1 or more may elapse before herd1 
7/ 

again reach pre-liquidation numbers. - Since the U. 5. i1 presumed to be the 1ta-

tiltical paradigm of bovine production cycle•. Figuz.e 3 merit1 examination. This 

indicates that in the thirty years prior to 1976, there were interruptions of only 

moderate amplitude in the long-term growth of cattle population. 
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FIGURE 4 
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In 1976 U. S. cattle numbers attained a record peak of 131. 8 million head. 

By the spring of 1979 the estimated number had fallen to 110.6 million, the most 

severe drop in the history of the modern industry. Decline of such magnitude pro-

vokes serious questions. Is the downturn m;:re~y a pause in the secular trend or 

does it reflect more fundamental change? 

TABLE 4 

CATT LE NUMBERS IN CERTAIN COUNTRIES 

Millions 

Average Pre. 
1968-72 1973 1974 1975 1976 1977 

Western Europe 92.9 96.0 100.6 100.9 98. 9 98.4 

Argentina 50. l 54.7 58.3 59.5 59.0 58. 3 

Oceania 31. 3 38. l 40.2 42.4 43.2 41. 5 
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·.n each of the countries cited in Table 4, as well as in the U. S. , seem' '.lgly 

dif:erent factors were rf'!sponsible for the coincidental halt in long-sustained growth 

~f -;:4:!le herds. Yet, on close examination a similar economic background appears 

to be pervasive, namely, excess market supply of beef, limited meat export oppor-

tunity, and inadequate realization prices compared with mounting production costs. 

In the EEC, for example, burdensome stocks of beef and butterfat led to reduction 

of ?rice support levels. Argentina's traditional market in Europe was affected by 

heavy production in the EEC as well as beef import restrictions by the U. S. 

Depressed world beef prices, in addi!ion to drought, afflicted cattle producer'.3 in 
8/ 

Australia. 

The Feedlot 

No aspect of modern beef production is more important than the emergence ?f 

the feedlot in the U. S. during the early l950's. Its consequences were by no means 

confined to the U. S.; they were worldwide and directly within the province of this 

study. Understanding the role of the feedlot is essential to informed appraisal oi 

hide supply, past and future. 

First, the facts: Grain finishing of cattle had been practiced in the U. S. on 

a small commercial scale for many years. In 1950 several feedlots were es tab-

lished contiguous to the source of range cattle, accessible to feed supply and cap-

able of holding several thousand head at one time. The resulting advantages were 

quickly and widely recognized: Economies in tr ans port and mechanized operation, 

marketing benefits in selling beef of more uniform and consistent quality. Cattle 

feeding rapidly became a major branch of the livestock industry. 

In 1950 U. S. cattle slaughter totaled 13, 104, 000 head. By 1970 slaughter 

reached 35, 740, 000. Concurrently, cattle population increc:.sed from 77, 963, 000 

to 112, 303, 000 head. This phenomenal growth has no precedent or parallel in 

agricultural history. The feedlot, as tl:e analogue of a factory system, was 
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responsible. Obvioudy, a supporting base of fodder and feed grain output was an 

indispensable adjunct. 

Second: The consequences - Cattlehide supply in the U. S. outstripped popu-

lation growth and leather consumption. By 1953 the U. S. moved from the hide 

import to the export side of the foreign trace ledger; in following years, the U. S. 

became the major supplier of hides to the international market. This enormous 

addition to world supply kept hide prices exceedingly cheap, in relation to com-

modity price indices until 1972 when Argentina embargoed the export of cattlehides. 

In effect, the world leather economy was given ... huge stimulus. Low cost hides 

promoted consumption and facilitated establishment of new tanning capacity in a 

.number of countries. 

It is now apparent that the gred supply gain engendered by the feedlot: in the 

U. S. was a non-recurrent development. By l '179 feedlot expansion stO??ed and, 

indeed, there were indications of redundancy i.n the cattle feeding industry. 

Livestock Production Methods and Systems 

An enormous spectrum of practices and methods is encompassed by the blanket 

term "Animal Husbandry". A majority of the world's livestock is bred and raised 

wid~r conditions which would be familiar to farmers and produc(:rs of past centu-

des. That fact is vital in assessing future growth and projecting numbers in s pe-

cifL~d year1, such as 1985. To enumerate the distinguishing characteristics of 

advanced livestock culture is tantamount to cataloguing a wide range of modern 

science aad technology. For example, advanced management systems lean heavily 

on artificial insemination for control ;uid improvement of breed, inoculation and 

disinfection against disease, feed supplements for weight gain, strength and to 

prevent aborting, forage crop rotation and fertilizers, formula silage and feed 
9/ 

component1, etc. - A review of findings in various countries by UNIDO consultants 

suggests that only transfer of technology on a massive scale can accelerate the rate 
10/ 

of livestock population growth in most developing and under -developed regions. -

Whether such transfer be accomplished rapidly enough to influence livestock num-

bers materially by 1985 is very doubtful. 
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POTENTIAL AND ACTUAL IBDE AND SKIN SUPPLY 

Live5tock numbers measure the capital resources which yield the potential sup-

ply of hides and skins. Three major factors then determine, everywhere and at all 

times, the actual yield available for leather output: 

l. Productivity, or the ratio of ~~::.ughter to animal numbers. 

2. Proper flaying and preservation of hides and skins for economic use in 

leather production. 

3. Degree of recovery of hides and skins from fallen animals. 

There is enormous variation in the aper ation and practical thrust of the above 

factors by country and by region. Per capita consumption of red meat, for example, 

ranges from well over 100 pounds annually in developed areas to less than 10 pounds 

in many countries and regions. With few exceptions, consumption of red meat car -

relates directly with per capita income; the exceptions are mostly due to social and 

religious inhibitions or to dietary preference. Livestock productivity, expressed as 

the ratio of annual slaughter to herd or flock numbers, also rises sharply with the 

per capita income gradient. In developed and in~....:~trialized regions, such as Wes tern 

Europe and North America, yearly cattle and calf slaughter averages 36 per cent of 

cattle population; the comparable ratio in less developed areas can be as low as 10 

per cent. 

The range of raw material yield from slaughter correlates with the capital in -

tensity of slaughtering facilities. In the U. S. , at one end of the scale, the variance 

between hide and skin production and lives~ock slaughter is below one per cent. In 

less developed areas the gap is estimated to be as much as 20 or 30 per cent of 

slaughter and represents a serious loss in the availability of raw material. Reasor.:: 
11 I 

for the loss are described and documented by consulta..r.~s' reports to U.r-..1.;.JO. 

Inadequate slaughter and flaying facilities are one of the mdln reasons for the 

discrepancy between total slaughter and actual hide or skin suppiy. In Africa, Asia 

and parts of Latin America, large packing houses with modern equipment and skills 
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TABLE 5 

RATIO OF SLAUGHTER TO LIVESTOCK ~..BERS 

BY REGION I 1977 

c A T T L E s H E E p 
(Million Head) Numbers Slaughter 7. Numbers Slaughter i. 
Developing Countrie~ 862 129.6 15. 0 451 183.2 40.6 

La tin America 258 42.0 16. 3 120 21.0 17.5 Africa 124 14.4 11.6 i8 34.3 43.9 N"ear East 45 7.9 17.5 118 66.9 56.7 Far East 335 50.4 15.0 80 33.3 41.6 Asia, CPE 100 14.9 14.9 55 27.7 50.4 

Developed Countries 439 156. l 35.5 506 200.5 39.6 

North America 1.36 53.0 38.9 13 6.9 53.0 Wes tern Europe 98 34.9 35.6 94 55.3 58.8 Eastern Europe & USSR 148 49.9 33.7 175 66.2 37.8 Oceania 41 14.7 35.9 192 64.U 33.3 Other Developed 16 3.6 22.5 _32 8.1 25.3 
World 1301 285.7 21.9 957 383.7 40.1 

G 0 A T s p I G s 
Devel_.:-ping Countries 434 153.5 35.4 294 191.~ 65.l 

La tin America 36 9.7 26. 9 73 29.4 SS. l 
Africa 131 35.3 26.9 14 12.0 85.7 Near East 77 26.0 33.7 2 2.0 100.0 Far East 89 62.4 70.1 20 28.0 140.0 
Asia, CPE 101 20.1 19. 9 185 120.0 64.9 

Developed Countries ~ 13.5 58.7 319 410.l 128.6 

North America J 0.7 70.0 70 103.1 147.3 
Western Europe 10 6.9 69.0 94 124.0 131. 9 
Eastern Europe & USSR 7 4.0 57.1 140 162.0 115. 7 Oceania 3 4.0 133.3 
Other Developed s 1.9 38.0 12 17. 0 141. 7 

World 457 167. 0 613 601.5 

Source: FAO, U. S. Department of Agriculture. 
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are lonely exceptions to the prevailing practice of slaughter by household or farm, 

oy iocal butchers a.n<l ::;111cs.ll abattvi~s, v:r: en ;.·i!lagc fl~y·ing grounds. 

Loss of hides and skins at point of slaughter is compounded by their cons ump-

tion as human food, a not uncommon oractice in areas of Africa and Asia where 

immediate utility may outweight problematic returns for careful flaying, curing, 

storage and transport. It should be noted that the practice is not anomalous; in th_e 

developed countries far more pigskin is sold and consumed as food than is preserved 

for tanning. 

Other conditions contributing to loss of hides and skins after slaughter are 

poor cure, inadequate transport, and lack of structured systems for the collection, 

grading, storage and marketing of the goods to assure optimum use and value. 

Pro:Jer curing after flaying is exceedingly important because fresh hides and skins 

are highly putrescible, especially in hot climates.· Bacterial decay must be arrested 

promptly after flaying to avoid irremediable damage. (See Annex 1 for de£.:ription 

of curing methods.} 

Finally, the degree of recovery of hides and skins from fallen animals can 

and does represent a ponderable loss in availability. In the developed countries com-

mercial rendering plants, strategically located, assure minimum loss of raw mate-

rial to the leather economy as well as salvage of other by-products. The problem is 

of mach greater magnitude in less developed couni.ries and areas where the level of 

animal husbandry can.not as yet prevent high ieath losses. A. D. Parpia comments 

that i.n India, "Since the largest part of the raw material, namely bovine and buf-

faloes, are ex-fallen animals, it would be extremely important to institute steps for 

better carcass recovery .... the problem has to be tackled at the grass roots and the 
12 I 

size of the problem is stupendous. "-

Hide and Skin Production, Past and Present 

For more than two decades preceding 1977, global hide and 3kin production 

increa1ed markedly, reflecting both greater livestock numbers, as well as improved 
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PRODUCTION OF HIDES AND SKINS 

1961 and 1977 

B 0 v I N E 

Million Pieces Wet Salted-000 Tona 

t Increase '%. Increase 
1961 1977 Decrease 1961 1977 Decrease 

Developing Countries 91.8 129.6 41.2 1487.4 2101.0 41.3 

Latin America 27.8 42.0 51. l 635.3 949.3 49.4 
Africa 11.2 14.4 28.6 168.1 217.6 29.4 
Near East 5.5 7.9 43.6 6&.3 99.9 46.3 
Far East 34.6 50.4 45.7 364.0 540.9 48.6 
Asia, CPE 12.8 14.9 16.4 251. 7 293.3 16.5 

Dev~loped Countries 117. l 156.1 33.3 194:!.7 3106. 4 59.8 

North America 38.2 53.0 38. 7 720.4 1178.3 63.6 
Western Europe 33.3 34.9 4.8 625.8 796.2 27.2 
Eastern Europe & USSC. 35.8 49.9 39.4 451.4 782.8 73.4 
Oceania 7.3 14.7 101.4 100.4 287.6 186.5 
Other Developed _bi 3.6 44,0 45.6 61.5 34.9 

World 208,9 285. 7 36.8 3431.l 5207,4 51.R 

s HEEP AND LAMB 

M7llion Pieces Dry Weight-000 Tons 

Developing Countries 138,2 183,2 32,6 89.8 115,8 ~ 

Latin America 23.9 21.0 -12.2 20.1 17 .1 -15.0 
Africa 27.7 34,3 23.8 20.5 25.5 24.4 
Near East 44.0 66.9 52.0 25.7 39.6 54.1 
Far East 21.3 33.3 56.3 12.6 19.8 57.1 
Asia, CPE 21.3 27.7 29.4 10.7 13.8 29.0 

Developed Countries 219,0 200,5 .:_Eh! 200,8 192,7 .:....!i.! 

North America 18,3 6.9 -62.3 16.4 6.2 -62.2 
Western Europe 50.8 55.3 8.9 47,8 51.0 6.7 
Eastern Europe & USSR 81.2 66.2 -18.5 58.1 51.7 -11.0 
Oceania 59.9 64.0 6.8 69.7 15.1 8.6 
Other Developed ~ _hl .:...hl __!.l ~.il =...hl 

Worlci 357.2 383.7 7.4 290.6 308.5 6.2 



-35 -

TABLE b {Continued) 

PRODUCTION OF HIDES AND SKINS 

1961 and 1977 

GOAT AND KIDSKINS 

Killion Pieces Drv Weights-000 Tona 
t Increase t Incru1e 

1961 1977 Decrease 1961 1977 Decruae 

Developing Count~ies 117.7 153.5 30.2 88.5 116.5 31.6 

Latin America ts. 7 9.7 ll.5 7 .o 7.8 11.4 
Africa 32.l 35.3 10.0 19. 7 22.2 12.7 
Near East 18.0 26.0 44.4 13.3 19.6 47.4 
Far East 42.l 62.4 48.2 38.4 54.9 43.0 
Asia, CPE 16.8 20.1 19.6 10.l 12.0 18.8 

Developed Countries 16. l 13.5 -16.1 12.6 10.6 -15.8 

North America 1.7 0.1 -58.8 1.7 0.1 -58.8 
Western Europe 7.2 6.9 - 4.2 3.9 3.1 - 5.l 
Eastern Europe & USSR 5.6 4.0 -28.6 5.0 3.6 -28.0 
Oceania 0.1 

· Other Developed _w ___k2 ~ 2.0 _b.&. 2!h.Q 

World 133.8 167.0 24.6 101.2 127.l 25.6 

Source: FAO--CCP:78/2, Part II August, 1978. Reports by UNIDO Cor.sultants 
November-December, 1978, coincide with FAO data and estimates for 
Developed Countries but ;ire significantly lower for various 
Developing Countries. However, the broad pattern of change between 
1961 and 1977 is fairly represented by the FAO compilation. 
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ADUdl'' !!IL!' l1JlPLJ 

1977 

121i11 1i111 All 11111 
1 1 1 

llilliOll World 000 world llilU.oD Vor1' 
Piecea total I!!!. total Sg, ft, I!.S!! 

Dp!lopW eouatriu 129.6 ~ 2101.0 ~ 3369.3 l!a1 
Lltf~ jmrica 42,0 14.7 949,3 18,2 1344.4 15.1 

Aqentim** 14,3 5,0 386,9 7,4 486,S s.s 
•nail** 11.6 4,1 232,0 4.5 371.4 4.2 

Africa 14.4 s.o 217,6 4,2 388.6 4,4 
llear laat 7.9 2.9 99,9 1,9 204,S 2,3 
rar laat 50,4 17.6 540,9 10,4 1104,0 U,4 

1Mia** 34,4 u.o 343.8 6e6 694,0 7,8 
Alia, CPI 14,9 s.2 293.3 5,6 327.8 3,7 

Qmlntcl Cougtrit• 1S6.1 ~ 31Q6.4 lt&1. 5526.2 il&! 

•orth Aarica 53,0 18,5 1178,3 22,6 2017.2 22.7 
vucam &urope 34,9 12.2 796,2 U,3 1256,2 14,1 
&ucam lurope • USS& 49,9 17,S 782.8 15.0 1645.8 18.5 
Ocuaia !4.7 s.1 287,6 s.s 485,S s.s 
Otmr Dewloped 3,6 1.3 61,S 1,2 121.6 __.!.! 

Vorld 285.7 100.0 5207.4 100,0 8~5'.S 100.0 

** Iacludecl iD b&ioaal Total 

SHiil ARD LAMB!SJ.l!S 

Pn!le19' C~• 183.2 !tLl. 115,8 11..l 1284,S ~ 

Latia Amrica 21,0 s.s 17,1 s.s 142.1 s.2 
Africa 34.3 8.9 25.S 8.3 239.0 8,7 
... r laat 66.9 17.4 39,6 12,8 SOS,1 18,!i 
rar lut 33.3 8.7 19,8 6,4 · 199,2 1.:s 
Alia, en 27.7 7.2 13,8 4,S 199,1 7,'.J 

Rm"'9cl Cgqptrif• ~ ll.al l2hl §la1 1453.1 .lla.l 

•thu.rica 6,9 1.a 6,2 2.0 40.9 1.s 
vucam lurope SS,3 14.4 Sl.O 16,S ~87,S 14.2 
laacan lurope & UBI& 66,2 17.3 jl,7 16,8 463.3 17.7 
OOlnta 64,0 16.7 75,7 24.S 493,0 18,0 
Otbft O...lopecl 8.1 2.1 _.Ll -Li 41,4 _y 

World 383.7 100.0 308.S loc>,O 2737.6 100.0 
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T>'J.1 7 (Coatigued) 

'OAI 6 !f D 1.1.2§,1.llS 
i. i. i. 

Killion World 000 World Mllllon World 
Piec:ea Total Tom 12.W Sg. Pt, Total 

Developiq& Couotri•• 1.Sl.5 91,9 116.5 91,7 770.t 92,4 

La tin America 9.7 S,8 7,8 6,1 49,S S.9 
Africa 35.3 21.l 22.2 17.S 190,S 22.8 
... r laat 26.0 15.6 19,6 15.4 135.6 16.3 
rar laat 62.4 37.4 54.9 43.2 293.8 35.2 
Ad•, CPI 20.1 12.0 12.0 9.4 102.2 12.3 

Developed Couotrie• 13,5 ..§.al ~ ...!.t.l 63,5 ..L3. 

Horth America 0.1 o.4 0.1 0.6 3.2 0,4 
Vea tern lurope 6,9 4.1 3.7 2.9 31.2 3.7 
la• tern lurope & USSI. 4,0 2,4 3.6 2,8 20,5 2.s 
Oceania 
Other Developed 1,9 1,1 2.6 _ls.Q 8,6 1,0 

World 167.0 100.0 127,l 100,0 834,2 100.0 
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productivity in certain regions. The major gain was in bovine hides and skins; 

growth in output of sheep and lambskins and of goat and kidskins was significantly 

lower. In calculated weight, a more accurate measure of leather yield than pieces, 

the gain in bovine output reflects declining calf slaughter ~d heavier beef animals 

in developed countries. 

In assessing world iesources in available hides and skins, stress must be 

given to the facts detailed previously in this chapter on the tremendous variation in 

physical characteristics of hides and skins derived from the same species. These 

variations have been and are presently identifiable, to a very large extent, by re

gion of prodt.iction and size is a vital regional variation. 

Cattlehides produced in Western Europe or North America will )Leid 40 sq. ft.; 

in India the corresponding figure i3 barely 19 sq. ft. African hides average less than 

26 sq. ft., Australian hides 34 sq. ft., etc. Regional differences in size of sheep

skins and goatskins are much smaller except for the great difference between skins 

from mature and from young animals. 

True available hide and skin supply cannot, therefore," be accurately measured 

or compared in the primary units of production. Such tabulation and can parison 

alone can lead to gross distortion in appraisal .Jf available supply, both globally and 

by region. Two conversions can be employed to approximate comparative quantities 

in equivalent units, weight and area yield of hides and skins. Table 7 compiles world 

available supply by region in original units, weights and surface area. Since the 

unit of sale for at least 92 per cent of all leather is now the square foot (or square 

meter), area is the most meaningful basis of comparison. Units of area are, of 

course, subject to the same caveat .:>f qualitY. variation that applies to a count by 

?ieces or gross weignt. 

In concise form, the global distributioo of the available major raw material 

supply in 1977 was as follows: 
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TABLE 8 

1977 WORLD DISTRIBUTION OF AVAILABLE 

MAJOR HIDES A~D SKINS 

Million Composite 
Sq. Ft. Bovine Sheep Goats Totals % 

Developing Hcgious 3369 1Zli4 771 5424 435 

Developed N.egions 5526 14 '>4 63 7043 565 

Total 8895 2738 834 12,467 1000 

Regional Variations 

Variations othc-r than size cannot be expressed statistically, alt~.ough their 

qualitative bearing on available supply ..;huuld not be disregarded. G1 ain surface, 

fiber structure, flaying defects and cure determine both the value of hides or skins 

and the type of leather and end-product for which they c <Jn be used. For example, 

hides from aged animals are typically c0arse grained and marred by cumulative sur-

face damage. Cattle or buffalo hides recovered in India cannot, therefore, generally 

be converted to full grain leather for top grade products. Skins from mature, wool-

bearing sheep tend to be ribby and Wlsuitable for leather garments; hence, the su-

perior quality status of ~ew Zealand larr.bskins compared with Australian or Ar gen-

tine sheepskins. 

Detailed description and commercial evaluation of every type of raw stock by 

all regions and countries is beyond the scope of this study and the only comprehensive 
13/ 

survey ever made is Wlfortunately outdated. - Such evaluation of national or re-

~ional hidcH and i>kins i1. q11;iJitativl~ ll~.rms lH a critical prcrcqui1>itc to any consider-

ation of viable alternatives for the optimum utilization of indigenous supply. Reports 

by U.NIDO consultants in 1978 have greatly enlarged general information on the major 

characteristics of hidei; and skins in various regions. Their findings are incorporated 

in the following descriptive summary. 
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Latin America 

In this area, ranging from Mexico to Argentina, there is substantidl variation 

in methods of l..i.vestock raising and i.n character cf hides and skins. Argentina, 

Brazil, Urug .... c:&.y and Paraguay are the major cattle producers and with the largest 

proportion of slaughter in '!Fdgorificos" or modern packing establishments. In 

these countries, where cattle production and slaughter methods compare with 

standards in developeC: countries, hides are of exc~ ~lent to good quality, although 

many of the Brazilian hides are ticky. Hides from Central America are g.enerally 

inferior in quality, takeoff and cure. It is estimated that in 1977 the entire region's 

hides averaged 3Z. 5 sq. ft. and output totaled 4Z million pieces. 

Sheepskin production, which has been declining, is mainly from wool breeds. 

OuaJ.ity of skins from commercial packers is good; collectors' skins are inferior; 

loss frcm non-recovery is believed to average 15 per cent. Skins are approximate!} 

6. S sq. ft. iJl area. 

Goatskin supply has been relatively stable with very modest growth predicted 

for the near term. Kidskins from the region are a desirable raw material; goat

skin quality is inferior. 

Africa 

In general, the conditions governing livestock raising, slaughter, flaying and 

curing are serious constraints on quantity and quality of output. The catalog of 

problems includes: Nomadic or semi-nomadic stock t'aising; periodic and recurrent 

drought in areas such as the Sahiel; family or butcher slaughter and flaying; lack of 

abattoirs or their non-utilization; disease and insect damage; dry-curing; consump

tion of hide• or skins as food; non-recovery from fallen animals, etc., etc. There 

are surer.:tl countries where UN assistance a.nd government-sponsored programs 

have resulted in improvement. However, the bright spocs are rare; tremendous 

effort m~•t be applied to impr ave available quantity and quality of hides and skins. 
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Variations withb and atnong the sub-regions of the continent are pronounced. 

The estimated aver age size of all African cattlehides is 26 sq. ft. but this covers 

34 sq. ft. hides from North Africa and 18-30 sq. ft. pieces from Central and 

Southern Africa. Heterogeneity also afflicts the sheep and goatskin supply. North 

African co;.1 ntries such as Morocco and Algeria produce skins of reasonable uniform

ity. Ethiopian skins, when available, are fairly consistent in character, especially 

in the Addis Abbaba area. African sheepskins run large, averaging more than 7 

sq. ft. , reflecting proportionately large slaughter of sheep. Goatskins vary in 

size from 4. 5 to 6. 6 sq. ft. and are extremely diverse in grain a.rd fiber from 

country to country. 

Commercial observers long familiar with Africa, cite two reasons for the re

duced uniformity of available national supply: First, the movement of livestock as 

well as hides and skins across borders causes interr.iingling of supply; second, 

commercial systems for large-scale collecting, sorting and grading of hides and 

skins have diminished. 

Near East, Africa 

A perceptible improvement in the quality of Egyptian hides and skins is related 

to operation of government abattoirs and salt curing. However, many of the cattle 

slaughtered are draft animals with hides in poor condition and include a large pro

portion of buffaloes. Measurements range fr~m 10 to 34 sq. ft. Sheepskins are 

small, 6 sq. ft., ~nd goatskins of less than 4. 0 sq. ft. are very much below the 

world aver age. In the Sudan, the characteristic problems of slaughter, flaying and 

cure depreciate the value of hide and sheepskin output which compares with Egypt in 

available quantity. 

Near East, Asia 

Turkey and Iran possess the major livestock numbers in the region. Hides in 

Turkey are small, poor b quality due to bad grain scratches, insect damage and 
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illferior cure. Goats are inferior and declining in numbers, but the sheepskins are 

surprisingly good in quality. Growth in domestic leather garmem: output has pre-

vided an incentive for improvement of sheepskin quality. Average sizes are -

cattlehides 24. 7 sq. ft., sheepskins 6 sq. ft. and goatskins 4. 1 sq. ft. 

Ira.n's sheep flock is third largest in the world and is largely com~osed of 

hair sheep. Skins from this crossbreed are more finely textured than wooled sheep-

skins and are highly valued for garment leather. Aver age size of Iran sheepskins 

a?proaches 8 sq. ft., a very desirable feature for garment leather. The ratio of 

acceptable to reject grades of Iranian skins is considerably higher than in the rest 

of the region or, for that matter, in other developing regions. Apart frc.rn Turkey 

and Iran, the available hide and skin supply of the region is marked by the endemic 

problems of less developed countries. 

Far East 

The outstanding and unique variation in hide and skin supply of the Far East is 

familiar. Since most of the cattle and buffaloes in the regioo are not raised for beef, 

the hides are taken from superannuated or fallen a!limals. Productivity of herds is 

low; hirle quality is notably poor; area yield of hides is the lowest in the world. Con-

ditions adverse to hide and skin output and quality are exemplified in India which rep-

resents 73. 0 per ceni: of total regional supply in equivalent surface area. 

Hide and skin proci.uctivity and quality S'.Jffer from the repeated litany of farm 

and village slaughter, bad flaying, poor cure, inadequate transport, animal disease, 

insect daniage, lack of grain and feed, etc. A provocative ob~ervation by R. D. 

Higham illustrates the economic cost of quality deficiency in the region: "Despite the 

high cost of imported ~eather which :ncludes a substantial import duty, some products 

manufacturers have found it worthwhile to import finished leather in ord2r to get 
14/ 

more consistent quality and better cutting value.,,-

Surface yields differ only moderately in the Far East countries; estimated aver -

ages for all countries are - bovine h;_des 18 sq. ft., sheepskins 6 sq. ft., goat and 

kidskins, 4. 7 sq. ft. 
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China 

The extraordinary :suUje~t uf hide a.Ld skin supply iu Chi.Ma is :cvie·~~c. in a 

following paragraph. Regional variation is almost an irrelevant consideration. 

N~·.;ertheless - cattlehides in China are small, about Zv sq. ft. or half the size of 

hides in Western Europe or North America. Quality is deplorable and testifies to 

the age o.ud long service of beasts of burden which have outlived their usefulness. 

Sheep and goatskin quality is superior to hide condition in commercial characteris -

tics; takeoff appears to be acceptable and traditional trading practices are still 

respected. The same commeut is not applicable to China's pigs kins; grain damage 

and butcher defects are omnipresent. 

North America 

North American cattlehides are the largest and perhaps the only supply in the 

world meeting all of these criteria: 

1. Basic homogeneity of animal breed (Angus, Hereford, Longhorn). 

Z. Standardized methods of raising and marketillg cattle. 

3. High quality of hides with respect to substance, grain, flaying, cure. 

Brands are an economic rather than quality issue since only area is affected and this 

is recognized in price differentials for branded selections. 

4. Recognized and respected trade standards for grade and selection. 

5. Consistency of quality from year to year and by comparable season. 

Area yield varies with weigh! of specified hide selections. Light hi !S produce 36-

38 sq. ft., heavy hides 40-46 sq. ft. 

The quality of calfskin and kips is uniformly high. Calfskins average 10 sq. ft., 

and kip yield ZZ sq. ft. 

Sheep and lambskins vary with geographic origin but flaying, cure, pickling, etc., 

meet top standards. An incr~asing pro!'ortion of skins are marketed as shear lings, 

wooled •ki.a.1, to meet world demand for double face garment leather. (Skins with 

wool on and sueded leather 1urface.) Aver age footage of sheep and lambskins is 

7. Z sq. ft. 
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Western Europe 

Comparable or superior in quality to North American cattlehides. Points of 

difference are the absence of large herds in Europe and grain feeding is either car

ried out by the original producers or in small feedlots with little resemblance to the 

American system. Considerable local butcher or farm slaughter exists in Spain and 

Italy, but the bulk of animals are slaughtered in modern commercial establi~hments. 

Cattlehides in Wes tern Europe are the largest in the world and average about 42 sq. 

ft. Europe is also the largest remaining source of calfskins which average 10 sq. 

ft. per piece and are unexcelled for quality. Sheep and lambskins, primarily from 

wool breeds, approximate 6. 8 sq. ft. and meet top standards for flaying, cure and 

pickling. 

Eastern Europe and USSR 

Geography and climate pose unusual problems for the region, and particularly 

for a large proportion of the USSR land mass. Extensive programs have been under

taken in the USSR to improve livestock breeds and expand grass, forage and feed 

resources. Existing diversity of cattle breeds impairs the homogeneity of cattle -

hide supply. Thi~ appears to be less pronounced in several countries of Eastern 

Europe than in the USSR. Flaying and cure vary consider ably but rn the whole fall 

short of the most desirable standards. In the USSR cattlehides are estimated to 

average 33 sq. ft. and in Eastern Europe about 35 sq. ft. 

Sheep and lamb numbers in the region are second only to total flocks in 

Oceania.. Wooled skins or shear lings aver aging 7. 5 sq. ft., are widely used for 

garment purposes. Available supply for light leather purposes is thereby limited. 

Oceania 

Livestock raising is one of the principal industries of Australia and New Zea

land which have the highest ratio of animal numbers to human population of any area 

in the world. Sheep production in particular ia outstanding in systematic technique 

and organization; flock productivity is unexcelled. Land and water conditions are 

~~~----------------~~~~~~~----------------------........................... ... 
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more favorable in New Zealc: . .-id than Australia, where drought is a recurrent prob-

iem in the marginal productiuu .ut:as of th.: i.u.te.i:'i~::-. High q~:tlity la.-rr..bski!!5 ~rP 

the unique New Zealand $pecialty; th~se aver age 6. 0 to 6. 4 sq. ft. and are deemed 

suitable worldwide for smooth and suede garment leather. Most oi the Australian 

output is in sheepskins, which are coarser grained and ribby. Cattlehides in both 

countries yield less footage than North American ~d Eur'.Jpe2.n hides, approxim

ately 33-34 sq. ft., and Australian hides from the CO\lil~ry' s interior are frecuently 

insect damaged. Takeoff and cure meet modern standards. 

CONCLUSIONS 

Statistical approximations of global and regional hide and skin availability, 

whether measured in pieces, weight or equivalent area, are the essential first 

step in analysis of the hide and skin, leather and leather products economy. They 

define the potential for leather production globally and are a guide to the indigenous 

resouxces available for tanning by region and by country. 

It is apparent that the distribution oi hide and skin suppiy is extraordinarily 

uneven among the nations. Whatever the causes, a maj::.ir share of world supply is 

concentrated in relatively few regions and countries. 

Moreover, it is not necessary to engage in demographic or per capita exercise 

to demonstrate that population a.nd raw material concentrations do not coincide. It 

should be noted, too, that uneven availability of supply cannot be ider:tified solely 

with the juxtaposition of developed and developing nations. It also applies within the 

developing group. For example three countries, conventionally described as devel

oping, accounted in 1977 for 35 per cent of the total supply in the entire developing 

country group. Available supply in Argentina, Brazil and India totaled l, 903 mil

lion sq. ft. in the three principal raw materials, compared with 5, 424 million for 

all the developing countries. 
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Table 9. ~'uEEli ComEarison: Ar~n"tina 1 Brazi1 1 India ?.nd. . , , n_._._, __ .. __ "'-··-•-"'-- 1 0'7'7 
A.lo..I. ~YQ.LVit,..Ll.ic. VV'-U.1.V•.1..VQ - 'll I 

Million Sq. Ft. Bovine Sheep Goat Total 

Argentina 486 56 10 552 

Brazil 373 26 14 413 

India 618 134 186 938 

Total 1477 216 210 1903 

All Developing Countries 3369 1284 771 5424 

Cattiehides are the base and bastion of the leather industry. They represent 

71. 3 per cent of all leather production and can serve virtually every leather product 

need. Goatskins and sheepskins have much more limited end product utility. 

Problems suggested by quantitative description of available supply are intensi-

fied and multiplied by regional and national variations in character and quality of 

hides and skins. Too much stress cannot be given to tne fact that an economic tan-

ning operation requires adequate supply of reasonably uniform raw material. (Econ-

omic is defined here as output value exceeding input cJsts.) The development of the 

modern tanning and leather products industries depended to a great extent on a trad-

ing structure which channeled hides and skins into reasonably uniform and compar -

able assortments for their economic utilization. 

Unusual and sustained growth in world hide and skin supply occurred for some 

twenty years prior to 1977. In large measure this growth was attributable to the 

coincidence of expansionai'y forces in Europe, North America, Argentina and 

Oceania. Projecti.on of foture supply by extrapolation from the preceding period of 

gr0wth would give m.i.slt::adin,j results. Methods of forecasting or projecting hide 

and skin supply must be revised. 
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SUPPLY, DEMAND AND TRADE PROJECTIONS 

Introduction 

It has been pointed out previously in this chapter that projection of future live

stock numbers must weigh distinct anomalies of development during the last twenty 

years. Equally unique problems are involved in forecasting future available hide 

and skin supply, future demand and future patterns of inte ::national trade in hides 

and skins. The problems are apparent in reviewing major trends discernible cur -

rently and in the very recent past. 

Major Current and Supply Trends 

Accessibility of Supply 

Forecasting is complicated in the hide and skin area by the abridgement of the 

market process in the international allocation of available supply. This takes two 

forms: On the supply side, major producing countries embargo or severely restrict 

the export of raw material and, on the demand side, certain importing nations pro-

vide subsidies or various other incentives to finance imports of hides and skins which 

might otherwise be economical.Ly unjustifi~d. Examples of the first aJ: e Argentina, 

Brazil, India, Colombia and Pakistan, producers of 25 per cent of the world's cattle

hides, who embargo 0r 0therwise restrict access to their own raw material. The Republio 

.f Korea, Taiwan, Mexico and Japan are instances of raw material deficient countries 

where large imports aze sustained through direct go11ernment aid or restrictive for

eign trade controls. Cert:rally planned economies are a case unto themselves s 1.nce 

exports and impo!.'ts may be guided by national economic policy rather than subject 

to the arbitrament of market value. 

Several implications of this trend are treated elsewhere in this study. It is 

immediately relevant to analysis of trade flow and patt~rns of demand for hides and 

skins. Hide and skin supply, it will be recalled, is virtually inelastic in rt.>ponse 

to demand. Moreover, with one historic exception, potential demand has always 
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exceeded actual supply in modern times. The exception occurred in 1934-36 as a 

result of the great drought in the western U. S. when eight million starving cattle 

were acquired by the government. After slaughter the hides from these animals 

were marketed gradually over a three-year period, by a government corpor ::iti nn, 

to avoid market disruption. At all other times in the past, constUnption and supply 

were in a continually shifting but de facto state of equilibrium. Market price d.eter -

mined who w»uld be the users and what would be the usage of available hides and 
15/ 

skins. 

Whate...,·er its social virtues or demerits, the market process allocated the dis -

tribution of available supply among and within the countries of the world. Abridge -

ment of the market process has developed against a background of rapidly growing 

supply during the last two decades. If that period is succeeded, for even several 

years, by reduced growth or static supply, what will be the consequences in price 

and accessibility of hides and skins to various regions and nations? 

Hide and Skin Prices 

Viclent price eruption in the first quarter of 1979 continued the steady advance 

of the p· eceding year. But, what had previously been interpreted as an element of 

the ge~eral inflation syndrome was increasingly viewed by Spring 1979 as indicativ~ 

of adverse hide and skin supply prospects. This was most apparent in the U. S. 

where commercial cattle slaughter declined 15. 3 pei· cent from 1978 during the 

first six months. An immediate consequence of high-priced raw material for tan-

ners and product manufacturers was a huge increase in working capital require-

men ts. Raw material importers, more particularly in developing countries lacking 

domestic hides and skins, curtailed purchase operal:ions in the first five months of 

1979. 

Processing At Source 

Shortened U. S. supply of cattlehides in 1979 has stimulated further interest 

in the economics of processing fresh hides (not cured) at or COL .. iguous to supply 
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sources. Initial operations at a new plant designed to produce blue leather from 
16/ 

I·res·n ... a.es co ,. ···-· -~-~ ____ ! ___ -& n'l ... ~ .... n.it.r na .. ;,..."~ -
.u..A. !l.Ilrrn e:s&..111J.d.LC:U :Jd.Y.1.U!!§~ U.L • V..I r ~- • .., ... r t"-- __ ._ __ Elimination of 

salt from tannery effluent is also reported of major importance. The trend toward 

adoption of the fresh hide tanning concept will have a wide impact on the structure 

of trade between importing and exporting nations. Formidable cost advantages will 

favor the export of processed hides, i.e., wet blue or crust leather over raw 

hides. 

Capacity 

'.\lb.ether the facts should be described as condition or trend is irrelevant: 

Capacity in tanning and in leather products manufacture was widely reported as 

under-utilized in May, 1979. This trend had previcu sly been appc.. -e.at in a number 

oi developed nations, notably the U. K., France, West Germany and the U. S. 

More recently there is evidence of a similar development in certain developing 

countries. For example, tanning capacity in Argentina now exceeds current avail-
17 / 

able hide supply in that country. - Reports of UNIDO consultants cite examples of 

comparatively new leather plants operating at a fraction of rated capacity in India, 
18/ 

Thailand, Tanzania, Egypt, Turkey, Iran, the Sudan, Nigeria, etc. The Republic of 

Korea, Japan and Taiwan, almost completely lacking domestic raw material, the 

sharp rise in hide prices has forced curtailment of leather production. 

Energy 

The all too familiar curve of energy costs since 1974 need not be described. 

Tanning and the manufacture of leather products are not energy intensive indus -
19/ 

trie& - and, therefore, will not be seriously or disproportionately affected by the 

rise in energy costs, provided that energy supplies are available to existing or 

prospective plants. However, energy is a major factor in transport and in devel-

oped agriculture. Shipping costs, for example, have become a more significant 

item in ocean cartiage of wet-salted hides. For agriculture the implications are 

wider since they involve the feasibility of mechanization, irrigation and the cost of 
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fertilizers based on petrochemicals. These are, in turn, factors of consider able 

weight i.n the broad objectives of i.ncr easing and improving available hide and skin 

resources. 

Demography 

Finally, a trend has emerged, to the surprise of most derr..ographers, with 

long-range and unpredictable consequences for the hides, skins, leather and leather 

products sector. Birth rates are declining in almost all developed and a m~mber of 

ent, if not already a fact in several countries. Similarly, forE"casts of biological 

increase in the U. S. have been revised downward in light of a persistent low birth 

rate. Declining population growth is a: companied by shifts in the age group dis -

tribution of national societies, thereby influencbg production and consumption levels. 

It is u.nlikely that tangible consequences of the new population trend will be 

evident by 1985. Over the longer term, however, it could well assume major im

portance in the development of the hides, skins am. ·ather economies. 

PRODUCTION PROJECTIONS, 1985 

Livestock Nwnbers 

Future livestock numbers cannot be projected by the statistical techniques 

applicable to certain kinds of time series. For example, the data for the major 

parameters of cattle population are more precise and reliable in the U. S. than in 

any other country. Nevertheless, statistical extrapolation from a 25-year baseline, 

1950-1975, would yield grossly inaccurate results on the size of the U. S. cattle 

herd in 1979 or 1985. Why? Because there are too many economic variables which 

must be factored into forecasts of livestock population and which cannot be quanti

fied. These include demographic factors, energy costs, social customs, competi

tion for arable land use (grain vs. grass!), water supplies, feedlot waste disposal, 

dietary trends, competitive meat supplies, existing technology and the rate of tech

nological change, capital resources, etc, Informed knowledge of the foregoing 
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factors, and many others, as well as familiarity with available statistics is essential 

in estimating future livestock numbers. The reports of UNIDO consultants on vari

ous regions and countries in 1978 provided a great amount of down-to-earth informa

tion needed to evaluate livestock trends and hide and skin availability. 

The forecasts given in Table 10 are grounded both on available data and eval

uation, by region and country, of relevant and specific factors in prospective devel

opment. 

Regionally and by key countries the 1985 livestock projections take account of 

the following specific c.onsiderations. 

Cattle 

In Wes tern Europe stability in numbers is likely following the induced expan

sion which culminated in 1976. Both beef and dairy product demand will reflect the 

somewhat unexpected and pronounced trend toward human zero population growth. 

Traditionally, cattle raising in Europe has been intensive, due to limited grassland, 

in contrast with the extensive nature of production made possible by the prairies or 

pampas of the U. S. and Argentina. Hence, in the absence of stimuli such as beef 

or butter-fat support prices, there has been a notable correlation between cattle 

numbers and regional consumption. 

Eastern Eurof! and the USSR pose questions of analysis and projections on 

which prior experience is inadequate. A two-fold program has beP~ initiated in 

recent years to expand cattle numbers and im9rove meat yield per animal. In both 

instances the coefficients of success are pasture-land and sufficient supply of grain 

or suitable fodder. Geography defines the extent of feasible grassland and the 

length of growing seasons for grain and fodder crops. Variables such as annual 

precipit.:ltion and feed grain import requirements are, of course, unpredictable. 

It is estimated chat cattle population in the USSR and Eastern Europe will increase 

to 156 million head by 1985. 
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Developing Countries 

Latin AMrica 
Africa 
Near laat 
Far laat 
Asia, C.P.1. 

R!!_eloped Countries 

North America 
Western Europe 
!astern Eurot'• & USSR 
Oceania 

- 52 -

tABLI 10 

LIVIS'l'Og mgps 

ACTUAL AND PlOJICDD 

c A T I L I 
Average PTe. Projecte.! 
1972-74 1977 1985 

856 862 .ill 

243 258 290 
124 124 130 
46 45 50 

340 335 350 
103 100 105 

426 439 1+50 

135 136 138 
100 98 100 
137 148 156 
38 41 40 

Other Developed Countries 16 16 16 

World 1,282 1,301 1,375 

G 0 A T s 
Average Pre. Projected 
1972-74 !911 1985 

Developing Countries 430 434 ill 

Latin America 3.S 36 30 
Africa 129 131 136 
Near East 76 77 77 
Far last 89 89 84 
Asia, C.P.1. 101 101 100 

Devel"ped Countrie• ...ll 23 ...ll 

North America 2 l 1 
Western Europe 10 10 10 
Eastern lurope & USSll 7 7 7 
Oceania 
Other Developed Countries 4 s s 

World 453 457 450 

:iSZYElill: FAO, U. S. Foreign Agriculture Service, 

s H I I p 
-Average Pre. Projected 
1972-74 1977 1985 

441 451 ~ 

125 120 125 
74 78 80 

115 118 123 
79 80 80 
48 55 60 

524 506 525 

18 13 10 
93 94 95 

174 175 175 
207 192 215 
32 32 30 

965 957 993 

p I G s 
Average Pre. Projected 
1972-74 1977 1985 

276 ID ::,18 

69 73 75 
9 14 20 
3 3 3 

20 20 20 
175 185 200 

lli ill 340 

67 70 75 
89 94 96 

137 140 150 
3 3 4 
9 12 15 

581 614 658 

UNIDO Consultants. 
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lJi North America cattle numbers are projected to reach 138 million head iL 

1985. ~hat would. be lower iha.n the peak pvpulation of 146 millic.::. ~tt~ed L'l 1975, 

It is noteworthy that the downturn in the U. S. cattle herd. commencing in 1976, is 

the most severe U:i magnitude and percentage yet recorded in that country. Prelim

inary estimates place the J. 979 mid-year tally in the U. S. at 110 million cattle and 

calves compared with 13Z million in 1976, a decrease of 16. 7 per cent. A number 

of economic factors will dictate a longer period for rebuilding herds, whenever that 

?rocess begins, than in their liquidatiC'n. These include: An historically low num

ber of dairy cows thereby 1 imiting the number of calves suitable for diversion to 

beef output; the ratio of feed and beef prices, highly probable at least through 1979, 

which will stimulate marketing for consumption rather than retention of young 

stock; the capital requireI"'lents for naintaining a herd at the record high animal 

prices in the Spring of 1979 and forecast into 1980 by the Chicago cattle futures 

markets. 

Only modest growth is anticipated in the Far East. It has been noted that a 

major proportion of Far Eastern bovines consists of cattle in India and buffalo.es, 

lugely concentrated in Southeast Asia. Reports of UNIDO Far East consultants in 

1978 emphat:cally support the finding of little growth. potential in these resources. 

-'s for the balance of the Asian cattle population. the ubiquitous constraints of arable 

land, farm systems, national income, climate and so forth, impose limits on growth. 

In 1985 cattle numbers U:i the Far East will do well to aggregate 350 million. 

Africa poses the most complex problem of analysis with respect to cattle num

bers as well as other types of livestock. Varying stages of economic development 

on the continent hinder the collection of data and obscure their interpretation. Pro

jections cannot be derived from any common or dominant matrix; they must be based 

on painstaking country-by-country a•se•sment. A total of 134 million cattle are 

projected for Africa in 1985. 
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A unique set of conditions marks th~ Asian Centrally Planned economies and 

particularly the major nation of the group, the People's Republic of China. In the 

latter country, land utilization is not a conjectural problem; it is a harsh reality. 

Production of gr a.in and vegetables for a growing population have absolute priority 
ZO/ 

in the use of tillable soil.- Projer.ted cattle numbers for the centrally planned 

nations of Asia will not exceed 104 million by 1985. 

Latin America will sustain the largest relative and absolute growth of the 

continental regions. There is still grassland to exploit in South America. In sev-

eral countries the su?porting infra-structure of industry, distribution and trade 

may even qualify their economies as "developed". Argentina, Brazil, Uruguay, 

and Paraguay are the countries wnere greatest expansion in cattle numbers is ex-

pected. The 1985 projection for Latin America is 290 million head, a gain of lZ. 4 

per cent from 1977. 

Sheep 

During tlie past decadca world sheep numbers decreased due to sharp reduction 

in Australia and the U. S. and were merely stable in other regions. Marketing 

conditions for sheep and lamb meat and wool were adveraely affected by the compe-

tition, respectively, of rising beef output and synthetic fibers. The slight increase 

anticipated by 1985 is predicated on several factors: A better price/ cost ratio for 

lamb and mutton; renewed consumer interest in wool as a ''natural" product; greater 

import demand for sheep meat from the afiluent Middle East areas. 

A moderate increase in world sheep and lamb numbers is projected by 1985 

to a. total of 964 million from 930 million in 1977. This gain would reverse the 

downward trend ot the ~ast decade. Moreover, the bulk of the increase will occur 

in developed nations, specifically New Zealand and Australia, where land capacity 

wil! permit production to benefit from propitious meat and wool price trends. Al-

most everywhere else the ma.illtenance of existing pasture capacity or the cost of 

additional grazing land set serious limits to flock expansion. 
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Goats 

A small decline is projected in 1985 world goat population. Indications of this 

prospect have. been obterved and discussed in recent years, and the rationale is 

familiar. 

With very minor exceptions goats are not bred or raised commercially. They 

remain, essentially, the livestock resource of small farmers and low income rural 

households in under-developed areas. Under typical conditions goats forage for 

their sust~nance and their production cost, thereby, approaches zero. It has been 

nt'.'ted that the wide-ranging appetite of goats encompasses nearly all forms of vege-

tation, foliage and even tree bark. For that reason the comment is aptly made: 

" ... the nature of goat husbandry creates serious ecological problems especially in 
Zl/ 

Africa and Asia."- In short, capriculture is not consistent with the development 

of productive agriculture. Government authorities concerned with improvement of 
22/ 

farm output discourage bieeding of goats. -

In the long term beyond 1985, it is likely that progre~ sive improvement in 

the agricultural methods of developing regions will correlate wHh decline of world 

go at population. 

Pigs and Hogs 

At present, pigs furnish only a minute faction of the world supply of leather-

making raw material. However, the potential of this source is enormous and co\1ld 

be increasingly utilized in the f1iture with the conjunction of skin price incentives 

and appropriate flaying techniques. World pig numbers inl 985 are projected at 658 

million, a continuation of long-term growth. 

Availability of Hides and Skins 

Projected livestock numbers in.1985 are expected to yield the available hide 

and skin supply shown in Table 11. The gain from 1977 in total equivalent area 

would be 4. Z per cent. 
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tABLI 11 

AVAILA!l.I HII£ AND SKIN SUPPLY 

M1LLION PIECES AND SQUARE FUT 

B 0 v I N E 
lat. 1977 Projected 1985 

Square Square 
Piece• Feet Piece. Feet 

Developing Countries 129.6 3369,8 140,l 3628.0 

Latin America 42,0 1344.4 48.0 1509.0 
Africa 14,4 388,6 15,2 408.8 
Near &aat 7.9 204.5 8,8 226.3 
Far l••t 50.4 1104,0 52,5 1140, 7 
Aaia, CPI 14,9 327.8 15.6 343.2 

Developed Countries 156, l 5526,2 159, 7 5621,4 

North America 53.0 2017.2 53.7 2040,6 
Veatarn Europe 34.9 1256,2 35.3 1264,8 
IH tarn lurope & USS& 49.9 1645.8 52.7 1721.3 
Oceania 14.7 485,5 14.4 473.0 
Other Developed 3,6 121,6 3,6 121.7 

World 285.7 8895,6 299,8 9249.4 

S H 11 P AND LAMBSKINS 

Developina Countri•• 183,2 1284t.! 192.3 1346.2 

Latin America 21.0 142.l 22.0 147,4 
Africa 34.J 238.0 37,0 255,3 
Near laat 66,9 506.l 68.0 516.8 
Par la•t 33,3 199,8 36,0 216.0 
Ad.a, CPI 27.7 199.l 29.3 210.7 

Deva loped Countries 200,5 1453.l 209.3 1525. l 

North America 6,9 40.9 5,3 33,4 
Weatarn lurope 55,3 387,5 56.& 398,5 
laatezu lurope & ussa 66,2 483.3 68.0 499, 7 
Oceania 64,0 493.0 71.6 547,8 
Other Developed 8,1 48,4 7,6 45,7 

World 383,7 2737.2 401,6 2871.3 
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Latin America 
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Developed Countri•• 

Horth America 
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TABLI 11 (Continued) 

AVAile\BLI Bim ARD SICD! SUPPLY 

MJLl·IOH PIICIS AND S (JJAll FUT 

GOAT ARD KIDSKINS 

lat. 1977 Projected 1985 
Square 

Piece• Feet 

153,5 770,7 162.0 810.3 

9.7 49.S 8.o 41. 7 
,~.3 190.5 40.0 214.1 
26.0 135.6 29.0 147.7 
62.4 292.8 62.0 290.S 
20.i 102.2 23.0 116,,3 

13,5 63,S 13.4 62,1 

0.1 3.2 o.s 1.3 
o.9 31.2 6.9 31.2 
4,0 20.s 4.0 20.s 

1,9 8,6 2.0 9.1 

167.0 834.2 175.4 872.4 
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DEMAND PROJEC':LIONS, 1982 

Consmnption and Projected Demand 

In almost all othP:: commodities the concept of demand and the analysis ot 

demand trends rests on two postulates: 

l. Demand varies with price; 

2. Supply is elastic in response to variations in demand. 

Only the first of these premises applies to hides and skins. The second does not 

since available hide and skin supply is basically indifferent to price-demand factors. 

No more hides and skins can be consumed than are available. That hax<l fact chains 

tanners, as well as manufacturers and retailers of leather products in market econ

omies, to a condition !hey are powerless to control. In planned or controlled econ

omies, available supply can be adjusted through directed imports or exports. 

For the parpose of the projections give.ri in Table 12, hide and skin demand is 

treated as the quantities consumed or put into process by tanners. In that sense 

aggregate consumption m~st be the mirror image of total available world supply. 

This procedure has flaws since tannery input of hides and skins does not correspond 

with output of finished leather ready for fabrication into shoes or other leather man

ufactures. In various countries production may be carried no further than a semi

processed stage such as wet blue or crust leathers which are often exported rather 

than consumed domestically. Nevertheless, it appears essential to compare pro

jected available supply and tannery input as a guide to policy and planning for the 

most effective exploitation of raw material in countries of origin. To avoid any con

fusion, it is emphasized that availab!.e supply refers explicitly to hides and skins 

produced within a country or region an:l not adjusted for exports or imports. On tl-tP. 

other hand "tannery input" is assumed tc be net supply after foreign trade adjust

ment. 

It is obvious that the foregoing projections entail, of necessity, forecasts of 

future trade flows and regional trade balances in hides and skins. A detailed 
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TABLE 12 

AVAILABLE HIDE AND SKIN .:.UPPLY 
AND 

TANNERY llll'tn"* 

Million Hides and Skins 

B 0 V I NE 
l 9 7 7 Projected 1985 

Available Tanning Available Tanning 
Supply Input Supply Input 

Developing Countries 129.6 128.3 140.l 143.5 

Latin America 42.0 43.2 48.0 49.0 
Africa 14.4 o.S 15.2 13.0 
Near East 7.9 8.5 8.8 9.5 
Far East 50.4 54.3 52.5 52.0 
Asia, CPE 14.9 15.6 15.6 20.0 

Developed Countries 156.1 157 .4 159.7 156.3 

North America 53.0 24.6 53.7 29.0 
We$tern Europe 34.9 SS.l 35.3 53.0 
Eastern Europe & USSR 49.9 59 .. 6 52. 7 60.0 
Oceania 14.7 3.4 14.4 4.5 
Other Developed 3.6 14.7 3.6 9.3 

World 285.7 285.7 299.8 299.8 

s HE E p AND LAMBS K I NS 

Developing Countries 183.2 124.3 192.3 

Latin America 21.0 16.3 22 .. 0 
Africa 34.3 12.0 37.0 
Near East 66.9 34.3 68.0 
Far East 33.3 34.0 36.0 
Asia, CPE 27. 7 27.7 29.3 

Developed Countries ~ 259.4 209.3 

North America 6.9 15.8 5.3 
Weatem Europe 55.3 i70.3 56.8 
!astern Europe & USSR 66.2 67.0 68.0 
Oceania 64.0 3.9 71.6 
Other Developed 8.1 2.4 7.6 

World 383.7 383. 7 4'11.6 

*Quantities put i:tto tanning prooeae whether carried to rough tanned or finished 
risge. Include• piokled •h••P or goat akin•. 

142.3 

18.0 
15.0 
44.0 
36.0 
29.3 

259.3 

16.0 
164.8 
69.0 
5.0 
4.5 

401.6 
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Far East 
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TABLE 12 (Continued) 

AVAILABLE HIDE AND SKIN SUPPLY 
AND 

TAN?IERY INPUT* 

Million Hides and S Kins 

90AT AND 

l 9 7 7 
Available 
Supply 

153.S 

9.7 
35.3 
26.0 
62.4 
20.l 

13.S 

0.7 
6.9 
4.0 

1.9 

167.0 

Tanning 
Input 

117 .5 

6.5 
15.0 
19.0 
61.0 
16.0 

49.S 

0.7 
42.8 
4.0 

~ 

167 .o 

KIDSKINS 

Projected 1985 
Available Tanning 
Supply Input 

162.0 

8.0 
40.0 
29.0 
62.0 
23.0 

13.4 

0.5 
6.9 
4.0 

~ 

175.4 

132.0 

7.0 
18.0 
22.0 
62.0 
23.0 

4 ....... 

o.4 
37.0 
4.0 

i.o 

175.4 

* Quantities put into tanning process whether carried to rough tanned or finished 

1tage. Includes pickled sheep or goatskins. 
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I 
Figure 6 
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discussion of the basis for iliese forecasts is given in succeeding paragraphs con-

cerned with trade projections. In addition, factors have been weighed vi·hich are 

not indicated in the statistical record of the last fifteen or twenty ye<Js. The most 

important of these is price, or more accurately, the value of hides and skins in 

relation to the general commodity price level. 

There have been intimations since 1975 of a change in the relativl. value of 

hides and skins. In retrospect it is apparent that the Fersisten~ upward trend in 

world hide and skin markets foreshadowed more limited supply in relation to poten-

tial denand. For almost 25 years, beginning in 1952, the spectacular rise in U.S. 
23/ 

hide production had invited complacency and wishful thinking. As late as 

October, 1975 the Tanners' Council of America projected continu•.!d increase 

through 1985 in tht" per capita availability of cattlebide leather for the world popu-

lation. 

Projected supply of hides and skins in 1985 points to a decline in global per 

capita availability oi'. leather expressed in equivalent area. 

TABLI: 13 

WORLD LEATHER AVAILABILITY: PER CAPITA 

Million Million Sq. Ft. 
Sq. Ft_:_* Population Per Capita 

1972-74 10,725 3,860 2.9 

1 077 12,467 4, 190 3.0 

1985 12,992 4,860 2.7 

*Composite of Bovine, Sheep and Goat leather arez. equivalent 
of tannery hide and skin input. Sources: F AO, TJNIDO Con
sultants, OECD Reports, Population Reference Bureau. 

W'hile the global per capita .. atios given above are significant, a similar com-

?arisen by regicns would not be meaningful. Tannery input by countries and re -

gions i9 .aot synonymous with the quantit1es of leather available for domestic 
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conswnption. Exports and imports of leather and its products determine the true 

balance of supply available for tuial consumption in each coUDuy. That subjc:ct is 

considered below. 

NET CONSUMPTION, INCLUIINC LEATHER MA:"lUFACTURES 

Final consumption of hides and skins in finished products, by country or re-

gion, can be approximated only by adjustment of base supply for exports and im-

ports of raw material, leather and finished leather products. Repetition notwi.th-

standing, it is agai.D stressed that final world consumption of leather, ill -Nhatever 

form of fabricated product, cannot exceed available hide and skin supply. Neither 

price nor constrai.Dts on trade can alter basic supply; they can cnly affect its geo-

graphic distribution or end product usage. 

Although aware of deficiencies in national data, F AO has suggested and under-

taken a statistical procedure to determine the ultimate consumption of leather re-

gionally. In this effort production at three stages, that is, hides and skins, leather 

and leather manufactures, are converted to equivalent units of hide and skin weight 

and adjusted at each level by addition of imports and subtraction of exports simi-
24/ 

larly stated in raw material weight unit!'5. -

In Table 14 an effort is made to apply the model schematic proposed by F AO 

with these qualifications: First, it is assumed that co.ti.sumption will equal total 

leather output; second, area units rather than equiv A.lent weights are employed; 

third, trade balances in all leather manufactures are included. FAO is entirely 

correct in observing that trade balances in leather manufactures other than foot-
2. 5 / 

wear are normally give:n only in terms of value. Nevertheless, the great in-

crease during recent years in the relative use of leather for products other than 

footwear justifies the effort; the margin of probable statistical error in Table 14 

falls within tolerable limits. 

Compa.rative consumption of leather, in manufactured products, is the re-

sultant of various factors of which none has been more important in the past than 
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TAIL& 14 

NIT LIATHER. CONSUMPTION* 

Developing Countries 

Latin America 
Africa 
Near last 
Far East 
Asia, CIB 

Developed Countries 

North America 
Wes tern Europe 
Eastern Europe & USSR. 
Oceania 
Other Developed 

World 

Developing Countries 

Latin America 
Africa 
Near last 
Far East 
Ash, CPB 

Developed Countries 

North America 
Wes tern Europe 
!astern Europe & USSR 
Oceania 
OtheJ: Developed 

World 

Killion Sguare Feet 

B 0 V I N E 
Estimated Projected 

1977 1985 

2, 740 

1,030 
210 
220 
930 
350 

6,156 

1,801) 
1,666 
2,060 

140 
490 

8,896 

SHIEP 

~ 

96 
133 
159 
112 
189 

2,049 

344 
1,038 

525 
78 
~ 

2,738 

AND LAMBS 

2,928 

1,114 
220 
230 
974 
390 

6,321 

1,856 
1,720 
2,095 

150 
500 

9, 249 

KINS 

777 

105 
169 
180 
120 
203 

2,094 

324 
1,057 

550 
85 
78 

2,871 

*Hide ;:i.nd akin awiilA.bili ty adjusted for exports and imports of raw material, 
leAther and leather products. 
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?ABLE 14 (Continued) 

NET LEATHER CO~UHPTION* 

Killion Square Feet 

C 0 AT AN 0 !<IDS KINS 

Estimated Projected 
1977 1985 

DeveloEing Countries 301 335 

Latin America 23 29 
Africa 36 45 
Near East 58 63 
Far East 91 94 
Asia, CPE 93 104 

Developing Countries .lli 537 

North America 178 187 
Western Europe 237 237 
Eastern Europe & USSR 60 53 
Oceania 17 18 
Other Developed _il 42 

World 834 872 

* Hide and Skin avr.ilability adjuated for exports and imports 

of raw material, laather and leather products. 
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disposable i.ncome. Consumers throughout th~ world have a.nd continue to prefer 

component. Whether utility, prestige or aesthetic considerations are responsible 

is irrelevant to the germane fact that poteiitial consumer demand, or the wish to 

acquire leather, exceeds the available supply. Consequently, leather consumption 

is a coefficient of disposable income or purchasing power with one exception: 

Planned economies may and do undertake to modify the market process through 

allocation of resources, price control or rationing. 

It is redundant to point out thiilt consumption of leather is elastic. With the 

possible exception of industrial leathers, such as iextile machine leathers or 

transmission belting, demand for leather goods is directly respon$ive to price. 

Disposable income is the underlying factor in the diversification of leather 

us age; it is the economic base for fas.lion, prestige or aesthetic appeal. Modal 

lifestyles have emerged, patterns of consumer wants, which must be realistically 

acknowledged in projecting future leather consumption. "It may be answered that 

the slowdown in the growth of per capita consumption of footwear in these devel-

oped countries which have very high incomes wil! be more than compensated by 
26/ 

the rising demand in non-footwear leather manufactures,,.-

TRADE PROJECTION, 1 985 

Current and Historic Trends 

Data on international trade in hides and skins suffers many of the defects 

characteristic of the information bas~ of the entire sector. Custorr.s classifica-

tions and de.;1criptions vary; physical units ar~ not uniform, including pieces, wet 

salted weight, dry weight, bales and area. In some cases exports or impor. 1 are 

denominated by value alone. Nevertheless, the information from major trading 

countries is sufficient to permit reason.ibly accurate approximation of world trade 

volume. 
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In the conventional perception of foreign trade in hides and skins there is still 

the implicit aasumption that developing or under-developed nations are the source 

of huge quantities of raw material shipped for processing and consumption by the 

developed or induatrialized countries. That was the case in the past; it is no 

longer a primary characteristic of world trade in hides and skins. In cattlehides, 

the developed countries 3re now net exporters to the developing group; in raw sheep 

aJld goatskins, the net exports of developing countries are reduced. A number of 

trends have contributed to the results summarized below. Consumers have pre

ferred leather in the past to a degree assuring the consumption of available hide 

and skin supply and leaving unsatisfied demand. It is a premise of the analysis that 

the prefere:nce for leather will remain operative throu!lh 1985. 

Appraisal of future hide and skin consumption globall/ and by regions entails 

close scrutiny of leather end uses. Footwear has been and will continue to be the 

largest end-use of aggregate leather supply. Althouih footwear consumption varies 

with income, the elasticity of demand is obviously greatest at low income levels 

where initial acquisition may be more compelling than mere replacement. Weight 

has been given, ~h'!refore, in projecting hide and skin consumption, to rising foot

wear demand trends engendered by development and urbanization. But, an offset

ting factor of substantial m11gnitude also enters the 1985 projection, namely the 

rising proportion of leather consumed in products other than footwear. 

Data on consumption 0£ leather in products other than footwear is confined 

for the most part to the developed countries. In this group a remarkable change 

began in the mid-60'• and has accelerated in the present decade. Leather con

sumption in products other than footwear has grown sharply in absolute v:>lume and 

in ratio to total uaage. Within the OECD area the calculated ratio of leather con

aumed in footwear declined from 81 per cent tn 1965 to 66. 7 per cent in 1978. ln 

several countries footwear ha• become or ia clo•e to bein1 a minority interest. 
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TABLE 15 

NET TRADE BALANCES* 

1962 - 64 1 9 7 7 
Million Pieces Developed Developing Developed Developing 

Cattlehides and Calfskins +15.2 -15.2 + 1. 3 - 1. 3 

Sheep aDd Lambskins +69.2 -69.2 +58.9 -58.9 

Goat and Kidskins +77.5 -77.5 +36.0 -36.0 

*Ra.w hides and skins; does not include semi-processed stock in blue, 
crust or vegetable tanned skins. Source: Derived from FAQ and 
OECD data, Commonwealth Hides and Skins Quarterly, U. S. De -
partment of Commerce Trade Reports, 

The above tabulation is intended only to measure and reflect the changed flow 

in hide and skin trade between the developing and developed countries. Within 

these grours equally significant trends have emerged. For example, Italy and 

Spain have become the major tanning countries of the OECD, Japan imports more 

cattlehides than any other nation, Latin America, once the largest source of hides 

for the world market was a net importer in 1977. Such intra-regional changes are 

reviewed in a following section. The immediate question, against the background 

of the Lima Declara.tion, is the future trend in the distribution of global available 

supply between the developing and developed regions. 

Table 12 compared 1985 projections of available supply and tanning input of 

raw hides and skins. Changes forecast imol~ed a slower rate of tanning expansion 

in the developing regions than has been witnessed in the last decade, 

Correlative changes in hide and &kin trade, between developed aod developing 

countries, will also be moderate and are projected as follows: 

TABLE 16 

PROJECTED NET TRADE BALANCE 

l 9 8 5 
Million Piece• 1'evelopea'. Deveioern.i_ 

Cattlehides & Calfskins - 3. 4 + 3.4 

Sheep ~d Larnb1kin1 +50.0 -50.0 

Goat and Kid1kin1 +30.0 -30.0 



- 7C -

Three aspects of the above projections are noteworthy. First, the apparent 

volume of hide and skin trade between the developed and developing areas is a 

small fraction of world trade volume in hides and skins. According to a report 
Z7 / 

prepared by UNCTAD for tTNIDO- the value of hide and skin exports and imports 

between 21 Developed Markt•t Economy Countries and the developing countries com-

pared as follows in 1977: 

Total Exports Z 1 DMEC 

To Developing Countries 

Total Imports Z 1 DMEC 

From Developing Countries 

$Millions 

1, 826 

268 

1, 720 

Z35 

It is apparent that the great bulk of trade in hides and skins is confined within 

the developed countries. Moreover, U. S. cattlehide and calfskin exports - $686 

million - were more than one-third of aggregate wodd trade value. The main sup-

plier to the developing countries was the U. S., with $176 million in cattlehide 

shipments. 

Second, the modest exports of raw hides and skins by the developing group 

(and greater value of imports!) testifies to the extent of their domestic utilization 

of domestically produced hide and skin supply. 

Third, it is clear that the regions of the world once described as major sur-

plus producing and exporting areas have completed the transition to internal utili

zation of hides and skins. That is true without any qualification of South America, 

South and Southeast Asia and China. In other wor:is, in hides and skins the his-

toric issue of raw material utilization and exploitation ha• been largely exhausted. 

Trade projections in Table 16 aSS\".me that residual exports by developing countries, 
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mainly in Africa, will contiJlue to be economically advantageous to them. .Further -

more, unless there a.re revolutionary changes in animal husbandry and switt expan

sion o~ available supply, or a major transfer of raw material from developed to 

developing areas, the g·:owth of ta.ruiing activity in the developing zone c~ only ex

pand in sheep and goatskins. 

PIGSKIN SUPPLY POTENTIAL 

In a pariod when high p~ices for all descriptions of hides and skins are a 

barometer of limited supply, attention is again focussed on pig and hog skins. 

According to leather industry annals, consideration of the pigskin potential rises 

in intensity with the hide price curve. New price records in 1979 and concern 

with future supply trends in cattlehides, the primary raw material of the world 

leather industry, amply justify renewed examination of pigskins as a. supply relief 

valve. 

The arithmetic is certainly appealing: 614 million pigs in the world; biolo

gically prolific, this number could l?·'.pport a slaughter ratio of loo· per cent, 

actually 150 per cent in certain developed countries; a yi~ld of 10 sq. ft. per skin 

would enlarge world leather resources by 6 to 10 billion sq. ft. and without impair

ing swine numbers. One billion sq. ft. is the equivalent of 25 million ca~tlehides, 

as much as the U. S. exported in 19'/8. Ten billion sq. ft. would provide a pair 

of shoes for every inhabitant of the planet with a dividend of a few million handbags 

and wallets. In contrast to this possible boom in raw material supply, the current 

reality is disconcertingly minute. With the exception of China, pigskins have a 

.negligible role in leather production and consumption. 

E1timated production of pigskins in 1977 was: 

We1tern Europe (Including Yugoslavia) 

Eaatern Europe (Poland & USSR) 

Ncrth America 

Latin America 

China 

3,900,000 

17,000,000 

1,900,000 

4,000,000 

23,000,000 
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The quantities of skins actually flayed and available for tanning are less than 10 per 

cent of the number of pigs slaughtered worldwide in 1977. What are the reasons for 

the great gap b(.!tween pig slaughter and skin takeoff as raw material suitable for 

tanning: 

In the first place, pigskins are not typically produced as by-products with the 

low \falue ratio to meat which has been characteristic of almost all hides and skins. 

Pigskins can be and~ sold at meat values; it has been far mo.te profitable to 

market pigskins attached to the various cuts of pork. In effect, the ultimate con-

sumer pays the price of bacon or ham for pigskin. This applies equally to a modern 

packing plant i.n Chicago or to the sale of pigskin strii:;s as food in an African village. 

The economic incentive and result are identical. Leather-making substance would 

have to be at least as valuable per pound as the average pound of meat carcass to 

inspire the incentive for commercial flaying of pigs. 

However, more than a temporary price incentive .:>r stimulus would be re-

quired to change prevailing packing house or butcher practice. Economic remov·al 

of pigskins entails new technology and capital equipment as well as radical changes 

in meat marketing. Investment to achieve the basic changes enabling recovery of 

pigskins in volume would be large by industrial standards in developed countries 

and beyond the means of small abattoirs or local butchers. There is no feasible 

alternative to such large scale costs if pigskin availability is to be more than a 

small fr action of pig slaughter. 

Hand skinning of pigs is costly and time-consuming because surgical dexterity 

is needed to cope with the fatty layer under the skin and avoid carcass ·damage. 

Several machines have been developed for the purpose but there is no unanimity C'f 

their effectiveness. Installations to date in the U. S. have not be.!nrotably success -
28 I 

ful and were abandoned in two instances. -

In almost all developed countries the large pig slaughtering and processing 

establishments scald the carcass prior to butchering as a sanitary requirement. 
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Packers claim that r:;.roper control of temperature and water change enable them to 

........... ~ 1... .. n; .... ,..;,. .. ~.,,"~,, .. ~.. .~ ... ,.1 .. Hna ::alan ~ .. ~ lnw c-ost means of bristle removal . .................. -,~·---··------- -----0-------- - -

Alternative methods of preventing meat contamination would have to be utilized if 

skins were removed prior to carcass processing. 

Quality variation in pigskins is as extreme as the difference between North 

German packer cattlehides and hides from the interior of China. Pigs ra1sed in 

pens or the enclosures of U. S. pig factories and slaughtered at approximately 

six months yield the finest quality skins. Under ordinary farm conditions grain 

damage tends to be extensive, especially on skins from older animals. Inferior 

pigskins can only be used for limited purposes by tanners and their marketability, 

therefore, is restricted. Finally, the fiber structure of pigskins is not uniform 

through the entire area of the skin. This variation causes much greater technical 

difficulty in producing uniform leather than in tanning hides or skins of other 

species. 

Low relative value in return to producer is the core of every reason cited 

for tLe limited production and leather tanning of pigskins in the past. Given ade-

quate incentive, through market operation or plan, every one of the constraints 

noted, whether technical, financial or gustatory, could be lifted. A parallel may 

be recalled in the prompt development of cattlehide garment leather, when the in-

centive appeared, although it had previously been gospel that cattlehides could 

not be used for that purpose. In the light of price trends in hides and skins during 

the past two years and supply projections, the compelling reason may be emerging 

for growth in pigskin supply. 

Hide and skin prices tend to move in unison in spite of the moderate extent to 

which cattlehides, sheepskins and goatskins can be substituted for each other in end 

products. There is, however, sufficient overlapping in end us age to cause similar -

ity of price trend. Pigskin prices have already been drawn into the orbit of the 
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higher price ievei of hides and :sk.i.u:S t .. ::ca.u.:;c; pigsldr. le:J.ther c~n be •.!.s~n for ~pparel, 

shoe uppers, small leather goods and travel ware. 

Stable production of pigskins in volume will not be engendered by a brief flurry 

of high prices for raw material. Only the persistence of a price level high enough 

to offer an attractive alternative to selling pigskins as "food" will accomplish the 

changeover. There should be no illusions harbored on that score. Studies which 

skirt or ignore the central fact of meat price versus skin price and merely extrapo

late potential billions in sq. ft. of leather are a disservice to soWld analysis of 

available hide and skin supply. 

Price prediction is notorioi.;.sly fallible; whether and when pigskin values will 

reach the level required to divert skins to leather production is not certain. How

ever, t-wro factors will aid the likelihood of a favorable trend. First, beef output is 

declining and several years must elapsP before herds and slaughter, notably in 

the U. S., can expand. But, pork supplies can increase rapidly, within six months. 

In fact, that prospect was discounted by future markets in June 1979. Consequently, 

price trends of pork and of pigskins will probably diverge for an appreciable time 

span and theret.y enhance the incentive for removal and marketing of pigs kins. 

It is pointless to count future litters or speculate on the leather product niches 

which amplified pigskin supply might fill. At best, the process of transferring the 

pig slaughter industry to a more productive system, from the tanners 1 standpoint, 

wi 1 l be slow. AccrP.tion to available sbn supplies will not flood markets by 1985. 

Tanners seeking additional raw material supply frequently pose the question -

Are any measures feasible to expedite expansion of pigskin supply and thereby aid 

the world tanning industry in meeting serious supply problems antici[.-ated during 

the next few years? It is difficult to conceive any effective organized action under 

any auspic.::s - short of ~overnmental intervention on a multi-national scale. One 

may assume that, barring grave exigency, suc:ii. action would be exceedingly remotz 
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in the market-or!ented economies. In planned or controlled economies, the effec -

tiveness of regul.ations or mandated prices might correlate with the proportion of 

s~aughter in large-scale establishments. 

In brief, until and Wlless comparJ.tive prices give great~r value to pigskins 

over pork, the supply of these skins will remain a potential rather than actual raw 

material resource. 

REGIONAL VARIATION IN TRADE 

From the dat- and projections in Tables 15 and 16, it is apparent that no pro-

found chang\! is expected in t1.e total trade balance& betwe~n the developed and de-

veloping countriE::s. Howeve1, a number of important changes are ant.i.cipated in 

hide and skin trade c..moL5 and within several regions. These are identified below, 

i.u 'fable l 7. 

TABLE 17 
. .. 

PR~CTED REGIONAL TRAIE ~LANCES IN HIDES AND SKINS 

Developing ~ount~i~~ 

Latin America 
Africa 
Near East 
Far ~ae+: 
Asia, CPE 

~eveloped Cour..txie!_ 

North America 
westem Europe 
EastP.rn Europe & USSR 
Oceania 
Other Developed 

(Million 

BOVINE 
_1977 1985 

- 1.3 + 3.4 

+ 1.2 + 1.0 
- 7.7 - 2.2 
+ .6 + .7 
+ 3.9 .5 
+ .7 + 4.4 

+ 1.3 - 3.4 

-28.4 -24.7 
+20.2 +17. 7 
+ 9.7 + 7.3 
-11.3 - 9.9 
+11.1 + 6.2 

l'ieces) 

S HEE P G 0 AT ---1977 1985 1977 1985 

-53.8 -so.a -44.0 -37.0 

- 4. 7 - 4.0 - 4.2 - 3.0 
-22.3 -22.0 -23.3 -22.0 
-27 .s -24.0 - 7.0 - 9.0 
+ .7 0 - 1.4 0 

0 0 - 8.1 - 3.0 

+53.8 +so.a +44.0 +37.0 

+ 7.2 +10. 7 0 .1 
+112.5 +108.0 +43.9 +37 .1 
+ .8 + LO c 0 
-60.3 -66.6 0 0 
- 6.4 - 3.1 + .1 0 
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In cattlehide trade the important changes projected for 1985 include: Reduced 

imports by Japan, the Renublio of Korea and Taiwan;. emerpnce of Chin• "• a aub11tAT1tbl 

importer of raw hides; decline in U. S. cattlehide exports. Latin America will re-

main a moderate net import~r in spite of significantly increased production in 

Argentina, Brazil and Paraguay. The rationale for these changes is elaborated in 

a subsequent section dealing with tr~de flows in hides and skins. 

Trade patterns in sheepskins and goatskins will conform in the main to cur

rent movement of raw material. Increased output of sheepskins in Oceania will 

offset greater utilization in developing countries. Goatskins from the Far East, 

including China, will be foreclosed to the developed countries where supply will be 

drawn from Africa and the Near East. 

THE HIDE AND SKIN ECONOMY: PROBLEMS 

AND POSSIBLE SOLUTIONS 

At the time of the Lima Declaration there was broad consensus on the major 

problem or issue with respect to hides and skins. It was widely assumed and urged 

that development goals would be furthered by the utilization of these raw materials 

in the countries of origin rather than being exported to developed and industrialized 

regions. But, the problem then defined has shrunk tremendously. Within tht: past 

15 years masgive expansion of tanning in developing regions has completely recast 

the trade ledger; developed countries have become, in the aggregate, the net ex

porters of cattlehides and greatly reduced net importers of sheep and goatskins. 

For the sake of clarity and perspective notice should be taken of the anatomy 

of world hide aild .skin trade, past and present. Prior to the striking change in ~~e 

geogr~phy of t.:uining activity, Latin America and the Far East accounted for the 

greatest proportion of exports from the developing countries because the two regions 

were and r..?main the la~:gest producers. Since Latin America and the Far East now 

consume all their domestic supply, plus imports, the scope for further e~ _Jans ion 



- 77 -

of tz.nning in developing areas, based on utilization of domestic supply, is clearly 

quite limited. 

Establishinent of new tanning facilities was not confined to developing coun -

tries endowed with raw material. Reference has been made previously to Japan, the 

Re"PUblio of Korea aD1 Taiwan, practically devoid of raw material, md net i111>0rtera in 

1978 of approximately 14 million cattlehides. Equally striking change has occurred 

during the last lZ years within the developed regions. Leather ?1·oduction in Italy 

and Spain has expanded enormously while volume in the U. S., the F.R.G., the 

U. K. and France bas declined. 

PROBLEMS AND ISSUES AFFECTING THE 

HIDE AND SKIN ECONOMY 

From the pre..:eding analysis of available supply, consumption and trade flows, 

it would seem that the great problem of the sector as perceived in the past has been 

supplanted by two cardinal issues: 

l. Increasing the available supply of hides and skins, and 

2. Promoting through international cooperation and agreement, the most 

economic and efficient utilization of available ~ upply. 

New vision and new perspectives are essential to initiate self-generating momentum 

for the growth and improvement of raw material supply and to ameliorate self-de

feating conflict in the supply arena. 

Reasons and Implications of Changing Trade Flows i;i Hides and Skins and Derived 

Products 

A massive change has taken place in the historic pattern of international trade 

in bides and skins. It began in the Sixties and proceeded at an accelerated rate dur -

ing the last decade. Changes in raw material trade flows were accompanied by 

striking shifts in the location of tanning and leather product manufacturing facilities. 

Trade in leather and deriv~d products also departed sharply from traditional chan

nels. 
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to a single- course o: set of conditions. There have been, in fact, five distinct series 

of cause and effect circumstances responsible for changed trade flows in hides and 

skins and derived products. These must be distinguished for logical grasp 0f the 

existing situation and its serious impiications and problems. 

First, and most important with respect to total volume of raw material, thF: 

major hide and skin producers and exporters in the devt:loping world determineC. in 

the '60's to assume the prerogative and economic benefits of tanning their domestic 

raw material. To these countries hides and skins had "The same priority, impor-
29/ 

ta.nee and political implications as oil, uranium or copper have for other ~re as.,,---

India, Argentina and Brazil were the paradigm of policy and action for other devel-

oping r..ations in the effort to foster employment, gain value added through export of 

leather, and lay the base for manufacture of l~ather products to meet domestic need;;; 

and for export. 

Initially, the objective was pursued through hide and skin export quotas, dif-

ferential exchange rates favoring the export of semi-processed or finished leather 

and s'..lbventions to enc our age import of c ap_ital equipment and processing chemicals. 

In 1972 Argentina banned the export of raw cattlehides and comparable measures 

were instituted by Brazil and by Indian authorities for goat and sheepskins as well as 

bovine hides. Production of leather and leather products has expanded dramatically 

in these countries and availability of suitable raw material is now a constraining 

factor to further growth. Broad!y similar policies have been pursued by other de -

veloping countries which previously exported the bulk of their hide and skin output. 

The roster includes Mexico, Uruguay, Colombia, Paraguay, Pakistan, Bangladesh, 

Thailand, Indonesia, Turkey, Iran, Nigeria, Kenya and Ethiopia. 

In cattlehide trade the position of the developing sector has been completely 

reversed. It is now a net imForter. Changes in sheep and goatskin trade have fol-

lowed the same trend but to lesser degree. 
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Lastly, the obverse side of the trade flow between developed and developing 

countries is also highly concentrated. Only two countries can be identified as sig

nificant exporters to developing areas - the U. S. and Australia. In 1978, U. S. 

exports of cattlehides and calfskins amounted to 2 7. 3 million pieces, with approx

imately 7. l million consigned to developing countries. Exc.luJing intra-regional 

transactions in Western Europe, North .ti.merican exports accounted for more 

than 70 pe!" cent of world cattlehide and calfskin trade. In retrospect, the unpre -

cedented upswing in U. S. cattlehide production, described in a previous section, 

appears to have been a major factor in the expansion of leather and leather products 

manufacture in the developing regions. 

Second, a different set of causes and conditions with significant effects on 

trade flows operated in the case of the Republic of Korea, Taiwan and, to a leaser extent, 

Hong Kong, the Dominican Republic, Singapore and the Philippines. The Republic of Korea 

and Taiwan are, for all practical purposes, devoid of indigenous hides and skins 

so that their tanning and leather product manufacturing depend entirely on imported 

raw material. In 1978, for example, the Reuublic of Kt>rea consumed more thAn 4 million 

cattlehides of which 3. 7 million were imported from the U. S. In these countries 

the underlying motivation V..?.S not the utilization of domestic raw material resources. 

It was rather the utilization of low-cost labor in tanning and in the en suing produc -

tion of derived products for export. This interest coincided during the last ten years 

with the quest of multi-national entities for lower production costs and was assisted 

by gov er nrnent financing ahd control of imports and exports. 

Total volume attained by the Republic of tcorea and Taiwan has had a oonaiderable im

pact on trade flow in footwear, leather garments and handbags as well as hides and 

skins. Both cowitr ies are now parties to Orderly Marketing Agreements with the 

U. S. which restrict their footwear exports to the latter. 
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Third, Japan is a developed country, lacking a ponderable base in domestic 

hides and skins, but which ranks first among the cattlehide importing nations of the 

world. With imports rising to more than 10 million hides in 1978, Japan has un

questionably affected trade flows during the past 15 years. There is no modern 

parallel or precedent for the measures used to establish and to assure growth of 

the Japanese tanning industry. Impo1·ts of leather and leather products have been 

and remain prohibited, except for token quantities. It is reported by U. S. sources 

that in 1978, faced by retaliatory action und.er the GATT Convention, Japan agreed 

to consider modification of its rigid import ban. 

Developed and developing countries alike are properly concerned by the 

enigma of Japan's leather industries and the liter tl absence of any reciprocal 

terms of trade in leather and leather products with a highly developed economy. 

Fourth, within the developed regions the trade flow of hides and skins has 

gravitated toward Italy and Spain. Leather output in the two countries exceeds 50 

per cent of total production in Western Europe. Dynamic growth of tanning in Italy 

and Spain during the past decade is associated with equally vital expansion of foot

wear and leather goods manufacture. Growth of the Italian and Spanish leather wd 

associated industries was not the result of factors which stimulated expansion ln 

developing regions or in the other situations cited above. The P.xplanation is two

fold: First, the market for the quality grades of footwear and leather products has 

grown relatively faster in developed countries than for the volume or mass grades. 

5econd, both Italy a.cd Spa.in possessed the physical and the intangible infra-struc

ture to identify their leather products with a quality trend in p!'oduction and in mar

keting of leather products. 
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U• n este.tu 
Euroee 

Z,560 

3,718 

554 

732 

., .. _, __ --~ 
J.~4J.Y CUA\,i 

S~ain Per Cent 

533 Z0.8 

l, 812. 48.7 

113 Z0.4 

384 5Z.5 

Fifth, the role of the centrally pla"Uled economies of Eastern Europe a.ad the 

Far East in hide and skin trade is unique. Other countries may and do control 

their exports or imports, Japa.o or Argentina for example. But, permissible trade 

is :;onsummated by agents of the market, that is, buyers or sellers with economic 

inte:rests linked to price. In the centrally plaruied economies foreign trade is an 

instrument of national policy and, presumably, that involves the allocation of re-

sources by indu::;try and by product. When consumption of leather is planned, the 

external observer has no means of gauging the possible breadth of demand for for-

eign hide and skin supply. Since hide and skin supply is defined as inelastic with 

respect to demand, even minor changes in planned export or import po!icy can 

exercise considerable lever age on world hide and skin markets. 

A case in point, with current and prospective implications, may be noted. ln 

1978 the People's klepublic of China announced economic policies aimed at acceler -

ating industrial developing and expanding trade relations with other OJ untries. Will 

hides and skins, leather or leather products be involved? All availabl" data and 

information clearly indicate that hide and skin supply in China is exceedingly low 

relative to population. A fraction of a pLir of leather shoes per capita would project 

to massive raw material n~quirements in a country with population approaching one 

billion. And, any plans directed toward such objective could have extraordinary 

impact on the structure of the world hide and skin and l"ather economy. China a.nd 
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formation to mimize price in.stability and disruption in the inter .national flow of hide 

and skin supply. 

In brief, the problems of the milieu in which the hide a.nd skin, leather and 

derivative industries fwiction in 1979 ca.n no longer be addressed to the simple 

dichotomy of developed a.nd developing. Countries in both groups must be concerned 

with the consequences of the trade factors and conditions C.escribed above. 

New patterns in trade flows derive in part from the changing dimensions of 

available hide and skin supply globally and by regions and countries. Supply growth 

in the last two decades has not been Ulliform and has centered mainly in cattlehides. 

Production of sheepskins has, in fact, declined fro.:n the peak of 1971-1972, while 

the trend of goatskin production appears to be slowly levelling off. It is not remark

able, therefore, that the expansion of tan.oing in the Jeveloping countries has been 

concentrated in cattlehides where the supply surge offered opportunity and encourage

ment. 

The complexity of the reasons and implications of changing trade flows in raw 

material, leather and its products emphasize the need for a summary picture of the 

broad current since the early '60' s. Hide and skin utilization is the clearest indi

cator of the redistribution of tanning in relation to hide and skin supply. With the 

u.s~rvations expressed in preceding p"\ragraphs, the format of "Developed and 

Developing" nations appears to be the most feasible means of statistical summary. 

Table 18, computed and prepared by FAO, encompasses domestic supply and trad~ 

balances in deriving the apparent utiliza{ion of hides and skins. Although stated 

in weight, the data shown are congruent w!.th th~ distribution o{ tannery input given 

by pieces in Table 12. 

Several facts sh~11ld not be overlooked in construing the implications of the 

trends demonstrated in Table 18, Increased share of raw material utilized by 'Ghe 

developing group was highly ::oncentr ated within a few countries, e ipecially in 
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TABL! 18 

~nd.• in apparent availability of rsv hide• and ekin• ro..! 
tannin~ in developing and developed countries 

~962-64 196·1~9 1974 •• 76 GroV\b iu 
availabil 1 ty 

Avail a- Shan or Avail a- Share of Avail a- Shan of 1';162-64-11962-64-
bility toteJ. bility total I lil.l ity tilt al 1967~9 1974-76 
·~ percent ·~ percent I IA.,'11) percent 
ton~ top~ 'to'\~ percent per annum 

~HldH 1 wet aal ted 
ve1e:ht 

J>eve loped cc. .. •. tri•• 2471 65.2 n 1n 6.l.7 2865 51.8 2.5 1.2 
Developin« countriea 1)18 )4.8 1592 )6.) 2088 42.2 ).8 ).9 

WorlJ 3;c~; 100.0 ti JC? 100.0 .1J'j) 100.0 ).0 ... ., ...... 
Raw ~heoe:>J(it1u 1 d!J: 
weic;ht 

Developed countries 281 84.2 302 82.) l'16 75.0 1.5 -1. 1 
Developing countriu 53 15.8 65 1 ·1. 7 l:S2 25.·o 4.2 ) .. , 
·ttorlcl 3}4 100.0 3o·r 100.0 J:.!8 100.0 l • Cj ~.2 

R&111 Coatek.l.n•.a dry 
wei.cht 

'Developed countrie• '19 49.0 t1) 41. 7 )~ 27.1 ~.5 -).5 
Developint: cou.~~=;,,•e 51 51.0 6o 58.) 86 72.'1 2. ') 4.4 

World 100 100.0 10) 100.0 118 100.0 o.6 1.4 

!/ expreHed. u production + illlporte - nporh 
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cattlehide•. Argentina, Brazil and India. accounted for 45. l per cent of the appar-

ent increase in hide utilization by the developing countries. South Korea and Taiwan 

were respon•i.blf! for 13. 6 pe: cent of the hide gain; five count.ties thereby represented 

58. 7 per cent of the overall change and the t-alance was dispersed among 38 other 

developing nations. In goatskin usage, one country - India, represented 52. 7 per 

cent of the processing shift to developing areas. Comparative utllization of sheep

skin• reflects minor changes in trade flow; the change was primarily du~ to greater 

production of raw skins in developing regions and a declining trend among the de

veloped countries. 

Another pertinent fact is the extent of tannery processing following the input 

stage and the disposition of leather not brought to completion. Initial efforts in 

leading developing countries were aimed at prcducing semi-tanned leather, wet

blue or rough vegetable tanned, to replace the export of raw hides and skins as 

staple articles of cot;l.merce. With the growth of confidence in the products and 

recognition of the ec::onomies of processing hides and skins at source, more leather 

was progressively taken to the crust state; ready for finishing, or completely fin

ished and ready for manufacturers' use. The incentives obviously were greater 

value added as wel! as providing the material for domestic production of footwear 

and other products. 

Nevertheless, a. substantial volume of semi-tanned leather continues to be 

exported by developing countries of Asia and Africa. Importing countries, there

fore, participate in the processing of such leather, controlliz:g its completion to 

type• and finishes dictated by marketing opportunity. Shortcomings of official 

cla1aification1 make it difficult to compile the quantity of semi-tanned leather in 

the trade flow; it is estimated that in 1978 the plysical volume was between 10 and 

12. per cent of ag~rega.te leather exports from developing countries. 

Export of unfinished or crust leather is a very appreciable item to the more 

advanced, with respect to tanning, of the dev.,lopinii countries. Most of Argentina' 1 
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leather exports, which totaled $280 million in 1978, are crust leather. J .A. Villa 

reports that in 1977 production of crust leather in Latin America was 34, 100, 000 
30/ 

sq. m. ~d was all exported. -

Reporting on India, A. D. Pa.rpia states that: "It i~ generally believed that 

50 to 60 percent of the finished leathers that are beicg exported can at best be des-

cribed as 'ready to finish' leather and requires further proce~sing before it c-an 
31/ 

qualify as properly finished leather ... - The implied problem of classification 

a.rises from "The effect of restriction and export duties on East India tanned and 
32/ 

wet blue tanned, the injection of handsome cash subsidies to finished leather ... 

Concentration of hide and skin utilization within the developing country group 

or export of semi-tanned and unfinished leather by these countries does not alter 

the fact that a great change in raw material tr ad:' flow has taken place. It suggests 

further implications of the change to date. These are: Correlative expansion in 

leather products; viability of tanning in countries void of indigenous raw material; 

the differential effect of a short-fall in world supply in view of existing tanning ca-

pacity; choice of guidelines and criteria in framing plans for effident utilization 

of resources in economic development. 

Impact of Changing Trade Patterns on Government Trade Policy 

Several events in the early months of 1979 illustrate the growing stresses on 

government trade policy engendered by the changing patterns of trade in hides, skins 

and derivative product!. In May, for example, the governing body of the EEC ac-

cepted for consideration and possible action the demand that export of hides and 

1kin1 from the Common Market be barred to countries which did not permit recipro-

cal acce11 to their own raw material. In the same month a broad coalition was 

formed in the U. S. to achieve a single purpos~ - restriction of U. S. c a~tle exports. 

Group1 included in the coalition were manufacturers and retailers of shoes and all 

other leather product•, tanners, hide dealers, and labor unions from every one of 

the indu1try seament1. It was aa1erted to the U. S. Con11ress and Preddent that 
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more than a million jobs were affected by the export drain of hides to countries 

which did not reciprocate in trade policy. 

It is an ironic coincidence that also in May 1979 the Multilateral Trade Con

ferences were concluded in Geneva and a new trade treaty was remanded to 90 gov

er nm en ts for their formal a ppr ais al. 

Concrete steps had previously been taken by several countries to restrain 

imports of footwear and other leather products Australia, Canada and Sweden 

imposed shoe import quotas; the U. S. sought the same end throl.&gh Orderly Mar

keting Agreements with several developing countries. Under these Agreements, the 

exporting nations bowid themselves to hold annual exports to the U'. S. within stated 

limits. Inevitably, other countries had to be affected because the exporters inten 

sified marketing to \!Ilrestricted outlets. Not surprisingly, therefore, import 

quotas and Orderly Marketing Agreements are on the policy agenda of nearly all 

developed market economy state3. 

It would be completely inaccurate to describe the actions noted above and the 

ferment of discussion on import and export control as a renewed confrontation of 

protectionism and free trade. Those classic terms were meaningful only when 

international trade was the province of entrepreneu•s and was governed almost 

exclusively by the dicta of the market. With the emergence of controlled econorr .. -

ies, that is, nations ·.:ibe re political and economic interests are fused, "protection

ism" and "free tradl!" have become archaic language. Realism demands acknow

ledgment of the fact that two-third& of world population lives within economies 

wholly or partially controlled and dissociated from the market mechanism as a 

central economic factor. It is vital to face the facts so that accommodation be 

achieved between differing ~conomic structures in their mutual interest. 

In the hide and skin and :elated leather industries, the trade trends of the 

past fifteen years are subsiding. Countries with available d.omestice raw material 

supply will continue to utilize their own raw material. Expansion based on raw 
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material imports from the developed countries will become more difficult. Those 

countries lacking domestic raw material, and which have become major importers 

of hides and skins, may be compelled to reduce ~he scale of leather and leather 

pro duct output. Hardened trade policy by developed countries will be partly re -

sponsible for the foregoing changes in trend. 

Several factors contribute to the appearance of a new and harder policy by 

developed countries. In a climate of reduced economic growth and threatened un

employment the view has grown that the leather and related industries are no longer 

expendable. Arguments have been adduced to demonstrate that the cost of sustain

ing unemployment at home through welfare payment is far greater than any con

ceivable benefit from import of lower cost produc tc;;. It has been found that labor 

needs in technological and service industries cannot absorb a substantial fraction 

of the total potential work force. F~1~thermore, several developed countries with 

adequate raw material resources have found that the export of raw goods and the 

subsequent import of the manufactured coun~er: ~rts is seriously adverse to their 

balance of payments. 

However valid or invalid the cited reasons may be, the fact remains that they 

have surfaced in develop.!d countries and will influence trade policy in aides and 

skins , leather and leather manufactures. 

Trade Limitations Due to Hetei·ogenous Hides and Skins 

At every stage in the sector's economy there is a pru~.ium value attached to 

uniformity and consistency of hidt.:.s and skins of every description and quality. 

Tanners, manufacturers and retailers share the identical need for maximum homo

geneity of product as a precondition of volume production and distribution. Conse

quently, the hides and skins first absorbed in world trade meet this condition with

in the practical liru .. i:s dictated by experience. Cattlehides from North America, 

Western Europe and Argentina are marketed by standard classifications and these 
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are the end result of standardized breeds, slaughter systems and curi!ig methods. 

Similarly, sheep and lambskins from Australia and New Zealand a.ce virtually pro

duced to spc.ci.fication. Buyers can rely on such hides and skins for consistency in 

the leathers they produce. 

Wherever production, from livestock forward, is not i ~andardized and hides 

and skins are collected from small abattoirs, village butchers and individual far

mers over a large area, heterogeneity becomes an acute problem. It can be solved 

in some degree by collection systems to aggregate hides and skins in quantity for 

central sorting and grading, by quality, size and thickness. The object of snch col

lection systems is the establishment of practicable standards so that buyers can 

l"ely on the consistency of lots offered from time to time. 

Non-uniformity is the major problem with the available hide and skin supply 

of less developed areas. It depreciates the value of the supply for trade purposes. 

Equally important, it is a serious and almost insuperable obstacle to domestic 

utilization of supply beyond the handicraft stage. A modern tannery ...:a.L.not earn its 

capital keep by processing a melange of raw "llaterial. 

The Impact of Technical Factors on Hide and Skin Markets 

From primary markets through every subsequent stage of distribution and 

production, technical factors govern the: functioning of the hide and skin and leather 

economies. Their impact is omnipresent, either positively as the framework in 

creating economic value or, negatively, as the cardinal reason for loss of such 

value by technical default. 

Although every pertinent technical factor has been mentioned in other sections, 

a summary is useful at this point to emphasize their key role in the structure of 

hide and akin markets. 

In livestock raising technical factor& . s well as natural resources determine 

productivity and quality of meat and of hides and skins. Control of breed, disease 
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prevention, eiiective land use, planned feed reserve~ are the inciicia of successful 

animal husbandry and tl-..e initial technical base for desir<..ble hides and skins. Wider 

application of known livestock technology could generate massive capital accumula

tion, in less developed areas, from hides and skins alonE:. 

Slaughter methods and flaying techniques are responsible for a ffi<lJOr part of 

the range in market value of hides and skins. Mc.chine pulled hides in mode:rn 

packing plants are a far cry from hides skinned by hand and damaged by butcher cuts. 

It is estimated that poor flaying represents a loss of 10 to 15 per cent in the market

able value of hides a.ud skins. Incentives to prevent such loss would yield a tremen -

cous dividenr •. 

Inadequate cure ranks with bad flayi.::ig as a cause of depreciated value. Both 

the purpose and techniques of proper curing are widely known. When the right 

methods are practiced hides and skins can retain their value for extenied Feriods. 

Improper cure is a certain invitation to bacterial decay, grain damage, or even total 

los3 of value. Hide and skin markets are sensible t.:> the risks in raw material from 

certain origins and ~rices are discounted comrr..ensurately. 

Recovery of hides and skins from fallen animals is co-iducted with minimal 

loss by rendering plants in most deve~oped countries. Fl "-Ying and curing methods 

are comparable to practice in slaughter houaes. In developing countries a large 

proportion of hides and skins from fallen animals are either not recovered or 

grossly damaged through unskilled flaying. 

Beyord the major technical factors reviewe1l abo·ve, transportation and stor

age facilities enter the market apprais '11 of relative value. In developed areas ~hese 

costs are readily determinable so that calculation of .:omparative value is certain 

and prompt. In less develoEJed countries a degree of uncertainty may attach to both 

cost of transport and quality consequence« of available storage facilitieL. Her~. 

again, markets are prone to anticipate risk by discounting value. 
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1979 directs attention to technical factors usually i.gnored or taken for gr antec. One 

of these is deterioration of raw material en long ocean trans port and ·..i.nder abnor -

mal conditions of heat and hun..idity. Container vessels minimize a problem ior -

merly observed even with well cured hides and skins conveyed in cargo holds and. 

subjected to excessive heat. However, delays in carriag~ or in unloading and pro-

-:essing at destination continue to be hazardous and costly in yield of quality leather. 

Techniques of producing q'-!ality hides and skins, curing them effectively, stor-

ing and shipping to maintain inherent quality, are known and pr z.cticed in developing 

areas. Preferential demand for the hides and skins from s;.ich origins reflects the 

a!lsurance of quality to the tanner and his customers. In a very real sense that 

assurance is the keystone of large-scale production and leather products-. Trans-

mitting codified knowledge to countries or arec:.s which need it is a minor task. The 

real problem is training personnel at every leve! of the hide and skin economy, from 

management forward, to respect and practice the te-:.;h~i iues which optimiz~ quality 

and avoid waste. 

The Impact of Price Fluctuations on Various Processing Sectors 

Hide and sk.i.n prices fluctuate, with greater frequency and amplitude than most 
33/ 

other commodities. By every m~asure of price variability, hides and skins have 

distinguished themselves for generations as the epitome of volatility, uncertainty and 

risk The basic reason has been indicated at sever al points in this study: Supply of 

hides and skins doe~ not and cannot respond to variations in demand. Henc'!, vari-

ations in demanc exert disproportio!late leverage on price whenever the desires to 

buy o= to sell are not fully satisfied. Either the demand or the suppiy side of the 

equation can provide the imbalance. For example, a vogue for knee-high boots 

might increase potential demand for upper lE;ather, the principal produrt of the 

l~ather industry, by 15 or 20 per cent. Obviously, su;>ply ca.llnot rise to the occa-

sion; price intervenes to frustrate an app.a:opriate per.:entage of "Nould-be consumers. 
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If, on the other hand, a shortage of feed grain forces foe untimely sacrifice of :.nany 

cattle, hide prices will fall. In either case equihbrium is always restored by the 

contraction or expansion of consumption induced by price.* 

Historically, the vast number of relatively small enterprises eLgaged in com-

pctitively producing, selling and buying hides and skins has contributed to the uni--

versality of price oscillations. There have not been factors large enough ~o admin-

ister prices or to hold large enough inventory and periodically release supply to 

control prices. 

SiAce cattlehides represent two-thirds of the world's leather-making raw ma-

terial, their price almost invariably determines the price behavior of calfskins, 

sheepskins and goatskins. There is sufficient overlapping in end-uses of hides and 

skins so that imbalance of supply and demand in cattlehides is quickly communicated 

to the markets for the other r'-w materials and causes parallel price adjustments. 

High prices for cattlehide leather, for example, will lead shoe manufacturer~ to 

use more goatskin lea.t;her. But, the supply of the latter is inelastic and therefore 

the price will follow suit. Minor exceptions to the ge .. u~r al role do occur, by virtue 

of special circumstances, a!ld usually for limited periods. Thus calfskins in short 

sur:>lY and used for the finest gra..les of footwear or handbags h3.ve on occasion 

stayed aloof from the mainstream of hide and skin pr;_.:es. Wool~d s 1.ieepskins are 

in a class by themselves si"lce there is no replacement eithc::: fo.c the better goods 

(shearlings) used in garments or for the lower gradt:s bought by pullers for the 

wool content. 

Altho~gh the: causes and broad effects of hide and skin price fluctuations are 

readily explicab!e in classic economic terms, their impact is ext.re~ ly va.::"ied and 

comt-iiex. Tanners and manufacturing sector8 a.re primarily exposed and sl:.bject 

to the resulting prohlems. 

* This d.-·scription of the market m~cha.nism and the role of pric~ in balanci.ng 
!llupply and demand in hides and 1kins is ap?licable to .narket e~or. >mier.. 
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To packing and daughter houses in developed cowitries, the ~ncidence oi 

even wide price swings iJ.? hides and skins does not have gr ave economic moment. 

What matters in this sector is obtaining a return from the sale of meat and by

prod 11cts at least equal to the gains of competitors. Such equivalence eLables the 

packing house or~rator to remain competitive in the purchase of livestock on the 

hoof. Typically, packers sell their hide and skin products as produced with very 

little speculation on possible price change. 

To tanners and manufacturers oi leather products, however, price fluctua

tion is a constant, absorbing Gild dangerous fact of life. They must sell their 

goods weeks and months ahead to assure continuity of output and retail sales where

as raw material supply becornes available only day by day. Hence, cov.:ara.ge of 

raw material requirereents mz.y spell the differ enc:e betwie en profit and loHs for the 

tanner and to a sma!ler extent for the manufacturers. Speculative risk cannot 

always be avoided; availabilhy of certain hides and skins is r.onditioned by season

ality or by geographic factors. Tam:er~ who require sucn hides and skills must 

speculate involuntarily. SimHarly, the manufacturer who commits himself to un

derwri~ing prices of shoes for extended delivery, to a catalog retailr r for exaznple, 

may invite considerable risk if he h=ls not fixed the cost of commensuratf'! supply 

of leather. 

These exposures to uncertainty follow from the high proportior~ of raw mate

rial to total ct1t1t of leather and the lower but still s11bstantial ratio of leather to 

final product costs. 

To the tanner, raw material is the major cost vf product~on varying h ratio 

to total cost with hide or.d skin prices because other costs - labor, chemicals, 

power, interest, ~tc .. - may chang<. but are not volatile. Hides and skins can rep

resent 35 to 75 per c~n~ of leather cost depe.ndi.ng on product made and on the price 

level. Within a ten-month period, July 1978 - April l ?79, the ratio of hid--. cost in 

cattlehide upp<er leather .noved from 4 7 to 71 per ce.ot aa bide prices doubled. 
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In footwear the cost of ieather over a twenty-year perioci has averaged ut:twccu 

20 and 30 per cent of total cost. Again, however, the impact of sharp price change 

in hides and skins first communicated to leather b~comes apparent on the shoe man

ufacturer's cost sheet. By June, 1979 a producer of a medium grade shoe who had 

budgeted 24 per cent of cost to leather a year a.go wrestled witL a 37 per cent ratio. 

In products such u leather garments, handbags or upholstt:ry, the leather com

ponent is normally a higher ratio of total cost than in footwear and ranges from 20 

to 50 per cent. 

Retail prices in the developed countries are based upon manufacturers' seli

ing prices plus a "mark-up" of at least l 00 per cent. Hence, the change in hide 

and skin ,-:osts trancmitted by th~ p;.:ocessing sectors is inflated even though the re

tail pr·.ce curve is statistically fi.J.tter. 

Price indices shown graphically in Figure 7 illustrate the similarity of trend 

as well as the compressed effect of hide and skin price changes as additional costs. 

ue incu:cred at the tADJli.ng and manufacturing levels. As FAO (.:iource of Figure 6) 

notes, "between 1962. and 196 7, the aver age deviation of quarter Jy prices for raw 

hides, leather and leather shoes from their respective linear trend lines was 2.2. 0 

per cent, 9. 5 ;;>er cen,. and 6. 9 per cent." 

Increasingly, tanners in developed countries and in several developing areas 

have endeavored to cope with bide and skin price fluctuations by preaching a.nn 

practicing "replacement ?ri ;ing". Leather, it is contended, must be sold at prices 

based on the latest cost of hides and skins to permit replac~ment of raw material 

used. Competitive pressures, mainly due to exc"!ss capacity, make it difficult tc 

achie~e consisteDt achievement of reE'lacement in actual sell!ng pra".ti-:e. H~nce, 

severe price changes in hides and skins continue to be attended by g!'eat ri:1k to 

tanners. 

Ta:.mers and ma.ny of thl!ir customers feel the impact of price cha.r.ge dirl'!ctly 

and prociptly in worki.111 capit.al requirements. A prolonged r: ae in r t\W materid 
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FigurP 7 
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markets can have exL.-rao;:di.n<U""y ~C!l~equeni::es_ These may be illustrated by the 

investment in hide inventory essential to operation of a tannery processing only 

1, 000 hides per day and with a typical cycle <..i 16 weeks from purchase of raw ma-

te.i ial to receipt of paym"!nt for sales. 

Figure 8 
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When markets decline, a consistent sequel to price advances in the past, 

the eas~d burden of capital needs is not assuaged by inventory loss. 

Finally, both advance and decline in hide and skin prices are accompanied by 

a. shift in the di9tribution o( leather usage. IIigbcr µri<..:cs, symµturns of supply 

inadequacy, open the gate to substitution, mainly synthetics in recent years. Re -

duced l"!ather prices, marking relative gain in supply, stimulate greater leather 
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consumption i -i markets previously lost or in new products. The rroces s of re -

storing s1.ipply/demand equilibrium never ends and, in the event of acute disrup

tion as in 1972-1974 or 1977 - ... ?, is costly and characterized by casualties among 

leather producers and manufa. ~urers. 

It is not remarkable that the subject of hide and skin orice fluctuation is fore

most on the agenda of conferences, conventions and meetings, national and inter

nationcJ., of the leather and leather products industries of market oriented econo

mies. Notwithstanding many decades of appeal to reason, restraint, common sense 

and material interest, no solution h::!S been found. 

IMPACT OF COMPETITION FROM SYNTHETIC SUBSTITUTES 

ON DEMAND FOR filDES AND SKINS 

Substitute Materials 

There have been substitutc:s for leather since ancients tanned the first hides 

and skins. 

Historically, demand for leather has always exceeded supply, vvi. th r a.re and 

tr ans itory exceptions. Supply of leather, tantamount to supply of hides and skins, 

is inelastic vis-a-vis demand. Hence, price adjudicates the distribution and con

sumption of available supply. Severe price fluctuation in hides and skins, paral

leled by the price of leather, is the reflection of the continuous movement toward 

equilbrium of supply and demand. The point of balance always leaves unsatisfied 

demand and that is the area of substitution. 

A few illustrations will define tre role of substitutes in the hide and skin 

economy. For example, in 1948 sole leather was the major cattleb.ide product in 

the U. S. and in Western Europe. Tanners consumt:d 8, 000, 000 hides in the U. S. 

to provide the scles, insoles, etc., for 88 per cent of the country's shoe produc

tion. Synthetic rubber, perfected during World War U, entered the market and 

progressively captured the volume shoe trade. At present sole leather is used only 
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on top grade footwear and les3 than 3 million hides are process~d for that purpose 

in the U. S. Hides not tanned for sole leather were used for shoe uppers, garments, 

handbags, upholstery and so forth; consumption made possible only in part, by raw 

material sole leather tanners were compelled to relinquisa. 

Upholstery leather for cars is another case in point. if the same proportion 

of cars manufactured in 1978 were upholstered in leather as in 1928, there would 

be scarcely any leather remaining for footwear! Fabrics, vi.uyl aI.'d other mate

rials were the substitutes and instrumentality for price rationing of leather. Need

less to say, a car equipped with leather seats commands a premium price of sev

eral hundred dollars. 

The process of substitution is endless and the battle line ,:onstantly changing. 

When fortuitous circumstances enlarFe the supply of hides c;r skins, lower prices 

enable leather to percolate down to lower product grades. Some types of leather 

benefit more than others, but the sum total of consumption expands to balance with 

new supply. If, on the other hand, adverse conditions reduce raw material supply, 

price will mediate a greater share of the market to substitutes in some products. 

From the economist's standpoint the term '•substitutes" is a misnomer. 

Such products are more accurately described as alternative materials, and, as 

long as leather supply falls short of potential consumption the alternatives are 

essantial to help fill conswner needs in footwear and other products. 

Until now, and most probably unti: 1985 at least, leather has tnj oyed com -

mantling preference in footwear and many other essentials or luxuries. Its unique 

physical properties have not been emulated by other material c., ... synthetic mate-

rial Those properties in brief are: A complex fibrous structure with extraordin-

ary strength to weight ratio; water vapor permeability; lack c~ spatial memory 

(leather shoes a.dapt to corns and bunions; plastics have memory and return to 

original shape!) At~empts have been made to duplicate these characteristics. Du

pott in the U. S. expended $30 million in the effort and eventually conceded failure. 
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Vinyl and urethane coated fabrics are simulations of appearance, attractive invita-

tion of surface but not cf physical ~roperties. It may be surprising in the age of 

space technology, but the characteristi.:s on which the appeal of leather is grounded 

have not yet been replicated in any synthetics. 

Synthetics are me1 ely another case in point. ':"hey do not dis place le::i.ther: 

it is their function, as with all other substitutes, to fill consumer wants and needs 

for which leather is not available in terms of supply and feasible price 

Cf course the ebb and flow of competition by synthetics, and other substitutes, 

is vastly more complex than indicated by the sut .mary given above. Not all mar -

kets and outlets for leather are concurrently or equally affected. The lowest and 

lcwer price brackets of consumer goods are first to experience the inroads of syn-

thetics when the equivalent products in leather become too expensive. In certain 

products where the unique propertie,,; and appeal of leather are not vital, the loss 

of market can be irrevocable. Heels and seats in shoes, ;;:iartitions and lin~ngs in 

wallets and briefcases, machine drives, the outer shell of ski boots are examples 

of such loss. But, the aggregate supply of leather, when ?rice denotes increased 

availability, recaptures traditional markets or expands in new outlets to the fullest 

extent of available supply. 

No synthetic product has thus far succeeded in ~mulat:ing the umque proper-

ties of leather and thereby c::lmpeti.ng with le lther as an equivalent material. Cor -

fam, developed by Dupor_t, and more or less s~milar materials generically known 

as poromerics, are the most sophisticated effort to duplicate the water vapor per-

meability of leather and its weight/strength ratio. The manufacturing process is 

costly and complex, relies on petrochemical feed stocks and is not a<laptable to 

meeting demand from shoe manufacturers for relatively small lots cf different 

weights, colors and textures. Above all, consumers 1 experience with poromer ic s, 

a high-cost material, was unsatisfactory. Production has been abandoned in the 

U. S. and Western Europe; Corfam process rights ar.d equipment were sold co 

Poland; limited poromeric output is reported in Japan. 

•I 

' ! 

•' 
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Unless chemical companies attempt and succeed in producing more s at1stac -

tory and less costly poromerics, this class of synthetic will not have significant 

impact on potential demand for hides and skins. Substitution in years of diminisht:d 

hide and skin supply will come from another quar-ter, namely, the fabric-backed 

polyurethanes and v~nyls. These are by far tJ:c: most important synthetics in cur

rent use and the only materials to which manufacturers of footwear and leather 

goods can look to supplant leather on a volume scale in the lower price range~ of 

their products. 

Vinyl-coated fabrics have been in production for more than tw.:!nty years but 

were not highly regarded as an alternative for leather except in the very cheapest 

products or in novelty items. However, introduction of urethanes gave a great 

stimulus to the plastic coated produ.:t group. Urethane is superior to vinyl in 

abrasior. resistance, in texture embossing and in color matching to cust-:>mcr spe

cification. Even prior to the upsurge in hide and skin prices durrng 1972-1..;, ure

thane-coated fabrics ·;vere the mainstav of substitution in footwear uppers, hand

bags, and small leather goods. Pe::i.k use developed during the 1972- 74 price cycle 

and began to decline shortly thereafter when hide and skin prices fell precipitously. 

There are no data on the overall use of synthe~ics during the l 9n. - 74 episode 

of leather supply stringency. An indication is given by the percentage of shoes c:>ro

duced in the U. S. with non-leather or part-leather uppers because the largest part 

of the substitution consisted of backed urethanes and vinyls. It is estimated that 

peak usage in footwear exceeded 40 per cent of total shoe prodt~ction. Comparable 

information is not available for other countries where resort to synthetics was also 

extensive. 

Queries were directed in Jur.e, 1979 to manufacturers of six developed r:oun

tries regarding projected use of leather and synthetici; in footwear and handbags. 

Indications from Western Europe do .•10t point to a marked increa-;e in synthetics. 

Ho..,1ever, in the U. S. sever al leading producers of volume grade footwear and 
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con-_ equence of the leather price outlook. 

Plastics used in sheet form or by injection moulding and extrusion for very 

low-priced sandal~, slippers, handbags or purse accessories are not substitutes 

for leather. The wants filled by such plastics ue, in effect, a new muket in 

which leather could not be competitive under almost any circumstances. 

It is assumed in this study that in the foreseeab!e future potential dt?rnand for 

leather will exceed available supply; alternative materials (substitutes) wiil deter -

miJ:le., in put, where and how leather is used and who consumes it. In planned 

economies, the function of price will be discharged by mandate; or plan . 

. Problems Arising From Cultural And Social Factors 

Problems attributable to traditional social and cultural institutions and prac-

tices are limited although the economic impact in at least one instance is highly 

significant. That situation, of course, is the prohibition of cow slaughter in India. 

With the exception of a few localities, Kerala, West Bengal and Assam, where re-

stricted slaughter is allowed of aged and dry animals, slaughter i!; not officially 

permitted in the rest of the country. Almost all cattlehides are obtained from 

fallen animals and, as previously noted, the quality of such hides reflects the cu-

mulative marks of age, disease and inferior village flaying. In a few Asian cowi-

tries any vocations involving livestock slaughter and the processing of hides, skins 

and leather are restricted to specific castes or social classes. This may handicap 
34/ 

technological development and thereby restrain improvement of supply. Only 

one dietary restriction is of any consequence: The Moslem and Judaic proscription 

of pork, which does not seem to be a problem for hide and skin supply or demand. 

Consumption of hides and skbs as human food in Africa and pa.r~s of Asia inhibits 

raw material supply for leather, but points to a vastly greater social problem. 
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Tr"'-ditional social ar.d cultural factors identified as problems for the hide aLLd 

skin economy are usually a;:;sociated with curtailment of pas sible supply. A social 

factor of more rec~nt vintage in developed countries stimulates demand for leather. 

A growing predilection for "natural" products, appearing in recent years, has per -

ceptibly affected demand for food, cotton, wool and leather. Deprecated at first as 

cultist, the demand for the natural has become a market force of considerable di

meo sions. It has been clearly apparent, within the industrialized nations, in con

sumer choice of footwear, apparel, and accessorit.s such as handbags and belts, 

and upholstery. 

PROBLEMS AND POSSIBLE SOLUTIONS 

Increase in Quality and Quantity of Hide and Skin Supply 

The core uf the problem must be stated without equivocation: Greater global 

production of leather and, more particularly, an increased share of global produc -

tion by the dtvelopl.ng countries, cannot be attained w:Lthout increased available sup

ply of improved quality within the developing countries. Furthermore, the problem 

is far more narrowly focused geographically now than ten or twenty years ago. The 

reasons are: First, Latin America and At;,1.a currently process all their indigenous 

raw material .and have become: net importers. Available supply in these two re

gions represent3 58 per cent of total hide and skin supply in the developing countries. 

Second, a period of spectacular cattlehide supply growth in the developed countries 

came to an end in 1977. Over the near term c attlehide supply in North America, 

Western Europe and Ocean) l will decline. Whether, when and at what rate supply 

growth will resume is problematic al, but in no event are futuI e trends likely to 

duplicate the unprecedented expa.n.jion of the last 25 years. 

It follows that developing coun~ries must rely to a greater extent on domestic 

hlrle and skin resources for fruitful and viable progress in tannin~ and the manu

facture of derived products. Those resources can be increased and improved at 

every stage of their production. 

l 
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Raising livestock efficiently and productively ill tE:rms of yield - meat, milk, 

wool an<i hide or skill by-products - is both the base and the limiting factor to pro-

gress in the leather sector. Economic history also records that productive herds 

and flocks are a source of capital accurnufa .. tion indispensable to economic growth. 

A comprehensive program should be framed under the aegis of the U. N. and 

drawing upon expertise from all possible quarters such as departments of Agricul-

ture in developed countries, ranchers from the U. S. and Argentina, breeding spe-

cialists, experts in forage crops, entomologists and veterinarians. It would be 

presented to developillg nations as a platform for action, ueginning with initial on-

the-spot investigation and then detailing progressive stages uf breed improvement, 

disease and insect control, pasture management, feed or forage crops and their 

storage.. Explicit recommendations should be :nade on means of implementing the 

program and on incentives for its acceptance by farmers or herdsmen. In taat re-

gard, seemingly far-fetched suggestions should not be overlooked - blue ribbon 

awards, local competition, financial inducements or exchange visits with livestock 

producers in other countries. 

In brief, a S"'antum jwnp is needed from the present level of &limal husbandry 

in many developing countries. Unless that is attempted, much of the following will 

remain pious rhetoric. 

Slaughter Facilitie~ 

The absence of central abattoirs or slaughtering facilities is a principal cause 

of non-recovery of hides and skins. All the obstacles and difficulties are familiar: 

Lack of roads and transport facilities, absence of communication, shortage or total 

lack of trained management or working personnel. Urban centers of some descrip-

tion are a prerequisite to provide markets for abattoir meat products and thereby 

encourage consistent livestock marketing to a commercial or an organ~zed channel. 
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All too often the problem is char a.cterized in broad terms such a.s the "absence of 

~ infra-structure" with the connotation that the latter means supplies, equipment, 

mechanics, plumbers and electricians on ca.11. Obviously, these are tll'! indicia 

which distinguish developed from under-developed economies. An "1nfra.-structure" 

cannot be imported or imposed full blown. It must be developed from fertile take-

off points; organized livestock slaughter can be one of the most fertile anG. produc -
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tive. It would CDntribute to protein supply- a.nd the hide and skin by-products 

would \!llquestiona.bly aid broad ca.pita.I gro·~th and industrial development. Th~re is 

ample evidence of favorable results wherever private or government effort has led 
36/ 

to the establishment of modern slaughtering facilities. -

Flaying and Curing 

Until slaughter methods can be more effectively controlled and improved 

through abattoirs, the pro~notion ~f better takP.off by farmers and local butchers is 

essential. In this regard the lessons of the past should not be overlooked: Economic 

incentives have always been the most potent touchstone of imt:1rovement. Differen-

tia.ls in price to reward good knife work, proper trim and adequate cure are of the 

essence. Hide and skin improvement services should consider programs involving 

the distribution of good tools, skinning knives for example, and curing salt or tog-

&:~s for air drying. Cost of such activity would be minor compared with the result-

ing increase in economic value of hides and skins produced. 

Collection 

In some developing areas loss of hide and skin :aupr,.ly is due to nothing more 

than the abseLce of effective collection systems. Here :-.~a.in, the past as mentor 

is not to be ignored: Hides a.nd skins move into "sight" when the incentives a.re 

known,reliable and practiced. Collection systems based o.a incentives to garner the 

products of farm, herdsman or village build their own communications network. 

How to give tull pla.y and scope to incentives is obviously rr:..,.dit:oned by the ecor.om-

ics or social structure of a country. 
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Fundamental research in hide and skin chemistry, tanning processes a.nd ma-

terials is conducted by a number of long-established institutes as well as by com-

mtrcial organizations in the developed countries. Their findings are published anci 

wi.dely disseminated through technical journals. Such research keeps current the 

vast body of existing knowledge and tech.nology concerning hides, skin!' and leather 

which is universally available. Lack of information is not an obstacle to producing 

better raw material or tanning leather to achieve maximum addeii value. Any 

needed information can be obtained, literally, for the asking! 

Consequently, research in d~veloping countries should not be addressed to 

abstract and theoretical problems with no immediate and practical benefit:J. It 

should be directed toward the application, the best utilization of the ex£sting body of 

knowledge and information on hide, skin and leather technology. Such change in 

emphasis may require reconsideration of existing programs in the research organ-

izations of several developing countries. Field aper ations to !'pre ad information 

would take precedence over research, however creditable, in the laboratories. The 

I-tter should become centers fer testing and control, for solving practical prob-

lems u they arise, for developing standard procedures for tanneries without their 

own laboratories. lt is in no sense devaluing the status or role of "research" to 

suggest the priority of such practical, grass-root activity. In fact, ftu.damental 

research in the developed countries always floweJ. from initial dedicat;.on to solv-

ing pr ac tic al day - by -day pr oti ems. 

FAO has framed a clear summary of practical research objectives: "Research 

and development centres iJ:i the developing world may have to concentrate their ac -

tivitie1 on the folloW. ng basic areas: 

- Measures to i.ncrease the availability of hides and skins and upgrade their 

quality; 
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- Improvement of flaying procedures; 

- Measures to adapt modern ta.a.Ding c:echnology to their respect-ive needs; 

- Development of standard processes and controls. acceptable to int~r -

nati041al markets. for wet blue. crust u.df ini.shed kather; 

- Development of qualit}' control standard•. and means ~f e:iforcin, such 

standards so as to ensure that all finished and traded leather pi:oducts 

can maintain the high premium which such products now enjoy in major 
37/ 

developed country markets. "-

In this context FAQ noted the financial problems of natiunal research organi-

zations and suggests considl!ration of multi-country institutes, similar t~ regional 

research and training center.s established by UNIDO, and an international entity to 

coordinate and avoid duplication of effort at the country level. 

WAYS 'IO IMPROVE MARKETING PRACTICES 

Marketing begins with the product and in the hide, skin and leather field, 

Emerson's dictum is infallible. (Make a better mousetrap and ... ). Marketing 

problema in hides, skins and leather are inversely related to quality of product and 

that is measured by all the criteria discussed in prec~~_ing sections: Fiber, grain, 

weight. butcher cuts surface damage, t8Jlllage, fwsh and. above all, uniformity 

or consistency of supply or output. 

In the markets of the developed world descriptive trade standards have evolved. 

codifi~d in many cases and suf!iciently respected in trade practice, to f.aci\itate 

matching sellers' offers and buyers' needs. A similar condition prevails in certain 

developing countries aJld governs trade in certain products - Frigorifico hides, 

Madras vegetable-ta.1111ed skins, Thailand buffalo semi-tans, Iranian hair sheep. 

etc. However, where heterogeneity is the rule rather than exception, as in many 

developing countries, value diminishes and price suffers. 

The marketing solution, therefore. ii twofold: Improvement of quality throu1h 

better takeoff, cure, storage, and so forth; 1ortin1 or 1ra.din1 of ii.ides and 1ki.n1 
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tc achieve consistency in lots off~red t~ tanners or for export. Quality has reen 

discussed at lenglt in previous sections. Sorting er grading as funcdccs of better 

marketi.:ig require further comment. 

Luge abattoirs in developing countrj.es can and do sort hide a;id skin output 

in the same manner as packers in the developed regions. But, when the ba!k of 

supply originates with small farmers, local butchers or herdsmen, the collection 

system or network must assume the function of g:radillg, sorting and assembling 

merchantable lots of hides and skins. More irequently than not, success in this 

endeavor is directly related to the size of the colle.cting .agency and the amount of 

territory covered. Economic motivation, profit inc,~ntive or participation in 

greater gain, is equally importOllt. 

Generalizing about possible improvement in marketing or collectic.os sys

tems is hazardous. In market-oriented economies value is communicated by com

petition for supply; the number of intermediari~s between ;>rimary producer and 

the final buyer is dictated by necessity not by largesse or custom. Howeve:r, when 

price incentives are absent, the advantages of improving quality or g:ading and 

sorting hides and skins are not fully appreciated. 

Under o.11 circumstances it would appear that economic incentives must be 

.1arnessed to improve the marketing structure and that greater knowledge of mar

ke.~t value would a.id the bargaining position of the original sellers. 

WAYS TO REDUCE PRICE FLUCTUATIONS 

There are no feasible means of controlling or dampening fluctuations in hide 

and skin prices. Concei·vably, a wide-ranging set of worldwide inter.nationalagree

me.nts might achieve a9pare.nt and temporary results, but the agreements would 

entail: 

FL<ed maximum and minimum prices for every possible variety of hide and 

ski.a with suit ... ble differentials for every grade. 
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Sici!~ fi-red prit:;ng for every tr~ cf serni-t&nDed or rough-tanne.i leather 

and every grade of finished leather, footwear and all leather products. 

Multilateral export and import quotu for hides and 3ldns and all derived 

products. 

Maintenance of stockpiles to absorb or releue supply whenever the dykes were 

threatened anywhere ill the world. 

Rationing of footwear and all other leather products. 

Obviously, the concept is chimerical and is suggested only to emphasize that hides 

~d ski.ns are not a homogenous commodity, e.g., copper or wheat; they are many 

commodities il:iter-related by the conunon markets in which th~y a.re conswned. 

Furthermore, leather is hide and skin substance and so too a.re leather products. 

Hence, control at one lev~l is futile without parallel restraints .,r controls on the 
38/ 

others. -

It can be surmised that no subject has ever been discussed and deplored more 

ferYently by tanners t'h.an the price vagaries of their raw material. A recurrent 

thought i~ advanced in such discussion, namely, stockpiling under governmental 

auspices to restrict the range of price Huctuatio.n. An ever normal granary of 

hides and skins is apt>ealing at first blush un~i1 the technic.u problems are considered, 

not the least of which is how to acquire the initi!il stockpile without causing the very 

disruption it is hoped to avoid. 

Another po uibility advanced from time to time p~oposes that pooliJig of 

national inf<1rmation or estimates on probablfl! supply and demand configuration for 

the ensuing year would lead, through greater understanding of the world market, to 

more price stability. This idea was actually implemented by the Inter.national Coun-

cil of Tanners for several years with unfortunate results. Apparently, "A little 

knowledge is a dangerous thing" in the world of hides and skins because anticipation 

by certai~ participants of even moderate change proved self-fulfilling with a ve.n-

geance. 
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Only one plan hu ever been pro?Oseci, and aciupteu by ~omo; tcuu:~::, which 

make• economic sense and migl.t lead to greater price stability if it were u.niver-

-:ally practiced. This is th.a "Last-In, First -Out" method of inventory valuation, c..n 

accoUDtilig •ystem which dispelr the illusion of gain from market advances and 

thet>eby helps to curb speculative impulse. 

WAYS TO APPROACH TRADE RESTRICTIONS 

In spite of the co:iclus ion in April 1979 of the Tokyo Round of multilateral 

trade negotiation~. a seriou if not critical phase is emerging in the trend of inter-

national trade relations. Imbalance on trade account, diminished growth rates, 

apiraling energy costs and in.Hation have exacerbcued trade problems and grievances. 

Leather, its raw materials and products, are involved. It is important therefore to 

define the specific issues within this sector. 

First, total o.t partial denial of access to their domestic raw material by a 

large number of developing countries and the centrally planned economies. In con-

trast, the developed and market-oriented economies have continued to allow the 

export of hides and skins without restriction. Prohibiting or blocking raw material 

export is motivated by the desire to promote and expand domestic utilization. Fre-

quently, the rigid application of this t>Olicy has led to the absurdity of export prices 

for leather below the value which could have beein realized for the eqnivalent raw 

material. 

Apart from conaiderations of equity, there are two reasons why a one-way 

aystem of trade in raw material ca.nnot be auatained indefinitely. 

Firat, an industry foatered by excluaive right to domestic raw material is 

never exposed to the tesu of efficiency implicit in a free market. Sooner or later, 

productivity and c;.11ality of produce deteriorate aa the induatry "becomes 'addicted' 
39/ 

to aubaidiea ... - Raw material producers, aware of world market hide and skin 

value•. demand equal prices at home, and at the leaat, quality 1tandazd1 are 
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jeopardized. Althoug~ no official account is available, it is believed that such a 

conflict of i.Jlterest transpired in Argenti.Jla early in 1979 and was resolv~d by move

ment cf hide a.nd skin prices to OT near the world mar· et level. 

Second, countries aggrieved by export restriction began to assert, to Argentilla 

and Brazil, i>r example, that "developing" is not an indeterminate sentence.; that 

at some poillt maturity i• presumably attained and the obligations of trade reciprocity 

must be assumed. As noted ill a preceding section, discussion along these lines 

began mowiting in t'ie EEC and the U. S. during May and June, 1979. 

Approachi.!lg the issue of •aw material export restriction on the level o! ra

tional ecnnomic discourse would be preferable a.id more productive than retaliatory 

measures by the freely exporting nations. Discussion among the concerned countries 

could well disclose that the dimensions of the underlying problems had shrunk radi

cally. in several developin~ countries, for exampl~. the primary objective of do

mestic utilization is now an accomplished fact. Bbnket export emoar~oes may be 

doing more harm than good by preventi 'lg exchange in types or grades of hides and 

skins more useful in one country than another. In short, the.re are practical solu

tions to accommodate the transition to freer trade in hides and skins without impair

ing the basic objective of developing countries. Joint studi~s of possible solutions 

should be framed and recommended by international bodies including the appropriate 

elements of the U. N. 

T~ c•h~r side of the tr a.de coill, import restriction in the leather and leather 

products sector, poses more difficult problems. Although these have arilen pri

marily between developed and developing countries, they are also manifest in trade 

relation• in the developed regions, e. g., import quotas by Japan. 

In the developing world the export of leather and its fabricated products was 

the basic stimulue !or creating the requisite producHve capacity. Growth in capac

ity was encoura1ed by low tariffs in the developed nations, including the General 
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~ystem of Preiereucea,a.ud the abs~nce i~ these co'.lntri~~ of non-taziff barriers. 

Another spur of tremendous importance was, and remains, the interest of multi

naticual business groups in exploiting low ~abor costs and participating in the sub

sidies or other forms of assistance by ~overnments to infant industries in develop

ing coun~ries. 

Within a relatively short period - 12 yea.ts - exports of footwear and other 

leather products to developed countries reached proportions which prompted deep 

concern and has in several instances cuhn.inated i& restrictions on irr.-Qrts from 

developing countries. Such restrictions have typically been effected through meas -

uree extraordinarily reasonable by historic standards. I.n~tead of reverting to 

blanket exclu~ionary tactics, to prohibitive tariffs, developed countries sought to 

achieve a balal)ce of interest with the exporting nations. This was accomplished 

through an histJric innovation in trade relations - bilateral Orderly Marketing 

Agreement•. 

Two premises underlie Orderly Marketing Agreements as iDstruments for 

bridging sharply divergent national interests and thereby avoiding uncompromising 

trade restric.tions. In the first place, thoe developed partner to the agreement recog

nizes the value and importance of leather and leather products to the ~rowth of the 

developing country. And, second, the developing country acknowledges that un

limited t:..1tports can bring serious disruptive consequences to the importing nation. 

Those conaequences, reflected in popular sentiment or legislative action, could 

threaten existing patterns of trade and national development. Hence, it is mutually 

advantageous to acknowledge practical limits tC' the rate of export growth in specific 

industrial 1ectors of a developing country. In all OMA's negotiated thus fu. ... , pro

vision baa been made for continued participation by the devoeloping country in the 

market growth of the importing nation. Such participation in the future 

ia, in effect, a trade-off against precipitate capture of an unduly large share of the 

market within the importing country. 
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Satisfactory bilateral agreements can only allay acute problems between two 

countries at a time and, i.nevi tably, create problems i.n other quarters. A limita

tion on exports to a give.a market provokes the effort to seek expanded outlets 

elsewhere. Unless OMA!s are consistently employed in resolving such situations, 

the treat of arbitrary and severe retaliatory measures will be ever present. 

Can tue concept of the OMA be generalized internationally to the end that 

past progress be safeguarded and the avenue to future development not be blocked 

by o.raconian restrictions? The answer must be affirmative on two grounds. 

First, there is precedent for the principle of market sharing without onerous 

restraints on development or dangerous disruption of national markets. The inter

national agreements on textile trade dealt with prcblems as complex as in the 

leather sector. :r-regotiated in 1973, the textile and fibers agreement has avertet:! 

dangerous trade conflict and given economic value to the concept of orderly mar

keting and shared growth. No agreement subscribed to by more than two score 

countries can anticipate problems certain to arise frcm year to year. However, 

the machinery for review and negotiation in the textile arrangement has prevented 

fissures from growing into irrevocable dis agreement or trade conflict. 

Second, the dimensions of the problem, in the entire sector based on hides and 

skins, should not be exaggerated. Emphasis has been given in this study to the "'Jn

centr ation of available hide and skin supply by region and country. Countries pro

ducing hides and skins have the most vital long-range interest in the growth of 

orderly trade in leather and its products as a prerequisite to sound economic devel

opment. These countries have an economic stake in orderly marketing far greater 

than the few anom.:llies produci.ag leather and its products from totally imported raw 

material. Consequently, a great majority of nations participating in leather and 

ic:ather products trade share a basic common interest on which multinational orderly 

marketing agreements ca.n be built. 
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A COMPREHENSIVE FRAMEWORK FOR OPrIMUM DEVELOPMENT 

OF THE fllDES, SKINS AND DERIVED PRODUCTS ECONOMY 

The GE'.:ier al Objective of International Cooperation 

International cooperation, with very rare exceptions, is the result of con

sensus in national self-i.oterest. What are the objectives of all countries, devel

oped or devebping, with respect to hides, skins and derived products, anC: which 

both define and justify i.oternational cooperation: 

1. Increasing the available supply and improving the quality of hides and 

skins. 

2.. Realizing the maximum return from hides and skins, whether from do

mestic utilization or for export. 

3. Maintaining trade in hides, skins and der•.ved products with the best pos -

sible (or least adverse) impact on foreign trade account and on internal problems 

of employment or the economic stability of regions and communities linked to 

leather an.-t. its products. 

4. Minimizing price fluctuation in hides and skins and the ensuing conse -

quences in manufacturing and retailing. 

With one addition, the foregoing describe the substantive objectives and Citeas 

of international cooperation. The addition is assistance or guidance to those devel -

oping countries which have not yet reached a self-sustaining takeoff point in utilizing 

or marketing their hide and skin resou.rces. Every one of these objectives has been 

noted or discussed in preceding sections of this study. In summary, international 

cooperation should be organized and formed on: 

Quantity and Quality 

More problems would be solved (and more dialectic avoided) by increasing the 

supply of hides and skins in many developing countries and raising the quality. One 

can infer from Table 5, which compares regional livestock numbers with hide and 
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skin supp~y, the huge increase greater productivity would yield. Raising quality· 

thrl"ugh reduction of defects would have almost equally significant results in gross 

income of producing countries. The benefits, moreover, would be perceptible in 

all nations because inci eased dlld better supply would be cor:r..municated to wodd 

markets and raise the universal level of leather consumption. 

Existbg programs of technical assistance and traiLing spearheaded by 

UNIDO, FAO and other agencies of the U. N., shouid be expanded and inte..:isified. 

Applied resea1 ch, at a down-to-earth level, can be increased and coordinated 

internationally to a.void wasteful duplication and ensure "hot-line" distribution 'Jf 

useful information. 

It is suggested that international cooperation and support could be facilitated 

by exposition of the economic benefits to financial institutions concerned with the 

balance sheets and credit standing of various countries. Prevailing information 

among such institutions on the economic leverage in expanded anc-1. improved hide 

and skin supply is strikingly absent. 

Efficient Utilization of Supply 

It ha& been too frequently assumed that the presence of livestock, and hides 

and skins of some description, automa.tically justifies building a tannery. The re

sult of this stereotype in thinking has been costly excess processing capacity in a 

number of devdoping countries. A sounder approach would weigh the character a.a:i 

logistic~ ~f supply, measure the cost and profit benefits of marketing raw material 

or processing it and determining the point at which capital investment is justifiable. 

International agencies can approach the task without preconception or prejudice. It 

is urgent for two reasons: To carrect e=rors of the last eight years and to restore 

confidence in tanning operations i>roperly installed at the right time and the right 

place. 
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Price Stability 

For reasons adumbrated previously, any recommendations on this scC're are 

of d:.:bious value. There is no solution that can be reconciled with the existence of 

a market in which several million buyers and sellers participate and the market, 

it might be noted, is more pervasive than the avowedly market oriented econom-
40/ 

ies. Exchange of ill.formation ac the international level might help to moder ate 

oscillations or reduce their most adverse consequences provided that: 

A sufficient number of countries agreed to periodic consultation and evalua-

tion of supply and demand trends indicated by their· pooled data; and 

Seco~d, those co~tries undertook to avoid u.nilater al import or export action 

which would aggravate the factors leading to instability. 

National Support Measures 

Leadership and initiative by international agencies can delineate the objec -

tives and benefits of cooperation among co u.ntries on the problems of the several 

industries grouped as the leather sector. However, the achievement of positive re -

sults requires positive action by individual nations or by regional groups facing 

common problems and issues. Endorsement of sonorous generalities leads no-

where; concrete problems must be tackled systematically at the national level. 

Problem~ a.od issues to which national energy must be directed may vary with 

every country. There are three primary subjects to which every nation with an 

interest in hides, skins and leather should subscribe as deserving full support: 

1. Collection and compilation of comparable data on livestock, hides and 

skins, leather and its products, in the format prescribed and approved interna-

tionally. 

2. Incl' easing the available supply and quality of hides and skins by imple -

meuting appropriate measures and r rogr ams. 

3. Determining the optimum utilization of raw material, not by pre-con-

ceptior, but through concrete analysis of feasibilities, markets and cost-benefit 

r atio11. 
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STRATEGY FOR ACTION 

It should be clear from all of the p:eceding review that there is still scope 

for economic progress in hides and skins and their derived products. Developed 

countries have charted the routes to efficient production of raw material a.ad its 

most econonric utilization. ;:,ever al developing nations have demonstrated that 

indigenous hide and skin resources can be a major asset in natic~:..1 developrr.ent 

when the available techniques are adopted and supported. In the latter count1:ies 

the self-generating momentum of incentives has become a powerful element in 

attaining greater value for hides, skins and their processed derivatives. But, in 

the Near East, Africa and the Far East there are countries where potentials are 

considerably greater than current availability and ~fficient utilization of hide and 

skin supply. While these countries account for a small proportion of global live

stock resources, their hide and skin productivity is extremely low. Hence, im

provement in these regions would contribute to their economic progress as well 

as enhancing world supply in hides and skins or processed goods. 

Strategy at the International Level 

Two problem areas deserve and require international leadership and action. 

The first has been noted above - three regions where improvement in the scale 

and qual~ty of hide and skin supply would exert positive economic leverage for the 

countries directly concerned and in some measure for the rest of the world. The 

second has been defined in a preceding section - the rise in trade restrictions and 

the inevitable counterpoint of retaliatory measures. 

At the present stage of development in the hide and skin branch of the world 

ec.on, .... my, circumlocution is ~waste of time in coping with the first problem area. 

All toe generalities ar~ .fa.~i!iar: inadequate slaughter facilities, bad Hari.cg, poor 

curing, haphazard collecting .•• The time appears right for a pinpointed address 

to governments based upon first hand, on the spot appraisal by qualified observers. 

In essence, the mes, age must detail the benefits of specific actions, dia~ram what 

• 
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must be done, ast.:~gn responsibility for performance, clearly defiue th~ .occpe cf 

international assistance and off~r to recruit foreign expertise on suitable terms. 

A platform for action on the foregoillg linee cannot be framed in tile abstract 

by the me !t competent armchair th~orists. It must begin with down-to-earth in

vestigation by competent observers schooled in hides a.nd skins and capable of 

smelling profit or loss in uy economic milieu. 

A moral for action by international agencies can be read from the reports 

of UNIDO consultants who visited vuious countries all too briefly in 1978. Their 

findings gave substance to surmise, dispelled generalities with hard facts and 

identified the most urgent tasks, coUJltry by country. Leadership and action at 

the h1ternational level should follow this precedent so that guidance a.nd assistance 

can be offered to a country in concrete terms, directly and knowledgeably applic

able to the ..;ountry' s problems. 

Limited resources undoubtedly confront UNIDO and other U. N. agencies 

with the dilemma of either diffusing or concentl:ating effort. It is suggested that 

the time is propitious to adopt the latter course in hides a.nd skins. 

A departure from the generally hortatory position at the international level 

to a pragmatic stance would involve the following steps: 

l. A statement should be addressed to all developing countries with poten

tially significant hide and skin suppiy to stress the economic gains of increasing 

a.nd improving this raw material resource. Each recipient country should be 

given an oc.tline of practical ways and means, tailored to the factual situation ~n 

that country. A substantial body of the necessary information in that respect is 

already available from reports by UNIDO consultants and F AO field observers. 

In framing the outline of ways and means for a country, every possible emphasis 

should be given to limited practicable, attainable goals. One reasonably effi

cient abattoir or collecting station or the adoption of better curing methods will do 

more good than far .ore aching prog:r ams that cannot get off the ground. 
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provement via hides and skins should be asked for positive commitment to the 

indicated targets and for manpower and management personnel to support project 

leadership and expertise from i.nternaticm al a1encies such as UNIDO and F AO. 

3. Tecludcal missions or advisors designated to organize a specific pro

ject should have practical knowledge of hides and skins and access to informa

tion they might lack. Followints the initial phase of an undertaking, provisicn 

should be made for two-way communication to obtain progress reports and to Zur -

nish advice and instructions on problems as they arise. 

4. As a project gets off the gl'O und with ponder able results in more or bet

ter hides and skins; then consideration should be given to the next stage - better 

marketing or utilization to obtain greater economic returns. This should be based 

on thorough evaluation to avoid the costly mistakes and disillusionment of exces

sive and idle capacity in processing plants. 

Obvioualy, the concept of international strategy and action in the foregoing 

is concerned with countt'ies where hide and skin supply falls drastically short of 

national potential. It is not 3ddressed to developed or those developing countries 

where hides and skins are efficiently produced, used or marketed with knowledge 

of their economic value. But, countries in the latter group would welcome any 

expansion in global supply, any reduction in the waste o! possible resources in 

less developed regions, as essential to t;he leather wants and needs of growing 

world population. 

The other major problem urgently requl,ring international consideration is 

the growing threat of escalating trade restriction and reprisal. This ominoug 

possibility, of which the origins have been discussed in a preceding section, calls 

for outspoken international discussion and every possible effort to adjudicate or, 

at the least, to anieliorate the consequences of national differences. tnternational 
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a@enciea and in•titutiona conce1 .lled with the hide and leather sector must be ob-

jective in determining and presenting economic facts ud their implicntions. 

Preconc:eptions must be shed and facile formulas sbandoned if they do not square 

with the facts. Lack of objectivity can and has bred costly illusions; it has been, 

more oftteA than not, a benign disservice to viable economic development. It is 

misleading, for example, to generalize on the benefits of exporting manufactured 

products rather thaJl hides and skins without weighlng the character and avail-

ability of the necessary raw material. 

Any working conference convened to consider the question of access to raw 

material should include innocent bystanders, that is, hide and akin deficit na-

tion.... Countries in this group could exercise weight in mediation through their 

importance in trade flows other than hides and skins. A future UNIDO consulta-

tion meeting such as the Innsbruck session in 1977, would be a highly appropriate 

forum. 

To cope with the retaliatory prospect engendered by massive exports of 

leather and its product• from newly establishied capacity, no better instrument 

is at hand than Orderly Marketing Agreements. In spirit as well as substance, 

the OMA'• are a remarkable forward step toward equitable and rational trade 

policy. However, it has become apparent that bilateral agreements will have to 

be generaliz d to preserve their purposes and effectiveness. in the footwear 

sector, for example, rapid expana.ion of capacity and the resulting quest for mar-

keta can be as dangerous tc developing countries as it is deemed disruptive by 

developed nations. 

Initiative at the international ievel is required and a first step i.n that direc-

tion would be the compilation of more accurate data than now available on exist-

in1 and prospective capacity. UNIDO surveys in 1978 yhlded considerable in~ 
•U/ 

fo.rmation- but more important charted the re1earch procedures to be followed. 
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More extenahre information of the character developed by UNIDO would also be 

invaluable in 1auging the economic merit of proposed new manufacturin& facilitie•. 

Hindsight 1u1geat• that such information and appraisal in the paat might have 

avoided serioua errors in tLe utilization of national resources. 

Country or Regional Strategy 

11!. developing countries the major objective is: Increase and improvement 

of available hide and skin supply. Any programs, projects or plans to attain those 

Ends must enlist positive support and cooperation from a multitude of producers 

who are the ba•e of the supply pyramid. Economic incentives are an exceedingly 

effective system of communication in the hide and skin supply chain. Creating 

and promulgating the necessary incentives is, therefore, the key element of 

effective strategy to maximize potential hide and skin resources. 

It would be futile to specify precise measures; national syste1.ns and broad 

econoinic policies differ widely. In some instances the expertise of foreign trad-

ing companies, through joint venture or other arr angeinent, may be desirable to 

establish better market channels. Other countries might find it possible to rely 

on existing resources for production improvement and trade management. But, 

the pervasive factor in any system must be the incentive of greater return for 

greater production and superior quality of hides and skins. There can be no 

equivocation on the underlying problem: In mally developing countries the gap 

between potential resources and actual available supply must be closed as the 

prereq,uisite to development in the leather sector. 

Geography ;uid similarity in livestock breeds may dictate the strategy of 

regional cooperation and action. Information organized by UNIDO on this score 

would be uaeful to countries with contiguous borders and concerned by common 

problems of animal disease, insect control or marketing channels. A strategy of 

joint 4Ction in such caaes could reduce costs and acceleratia, the growth of supply. 
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Reforence hu previoualy been made to the iJlterest of developed countries 

iJl the global expanaion of bide and skin resources. Such interest could provide 

Wormation to nations seeking to enhance their hide and skiJl r~sources -informa

tion 011 markets, specifications, grading, trade practice, shippiJlg methods a.nd 

the like. Contacts of this killd are essential to development at every stage. 

Beyond action directed at the most basic problem - bide a.nd skin supply -

national strategy should be guided by national needs. These include, in the hide, 

skin and leather industries, practkal, down-to-earth research, traiillng of 

management and perso.DDel, market analysis,exchange of illformation with other 

countries either directly or through UNIDO and the other U. N. agencies. 

Experience has demonstrated that economic development is not a pre-or

dained, automatic and infallible sequence. A:IJ.y decision on the optimum utiliza

tion of indigenous raw material should be preceded by exhaustive evaluation of 

quantity and quslity of supply, alternative marketing re~ults and capital and 

operating costs of the options under conside.latio.n. For example, present excess 

tannin& capacity, coinciding with reduced world hide and skin supply, is preju

dicial to 1uccess of new tanning enterprise. However, five or ten years herce 

the outlook could well be much more favorable. 

Second, every country should be cognizant of the grave risks in the mow:t

in1 threat of trade restriction a.nd retaliation. National strategy, therefore, 

1hould illclude participation in and support of international efforts to achlev,e 

equitable compromise and the rule of reuon in foreign trade. 
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CHAPTER Ill 

LEATHER AND LEATHER PRODUCTS ECONOMY 

CURRENT PRODUCTION OF LEATHER 

Raw hides and skins are organic materials subject to bacterial decay within 

hours after removal from slaughtered or falJen animals. Putrefa.:tir.>n ca.n be 

arrested temporarily by curing (see ~ex 1), freezing, de'!:lydration, or the ap

plication of biocides. In their origillal state, fresh or cured, hides and skins have 

very limited utility; they mugt be converted to a semi-organic, stable form through 

a tanning process to gain the characteristic properties and values associated with 

leather for thousands of years. 

The Process 

Tanning can be effected by various methods and materials but the widerlyillg 

principle is identical even in tht- most prim~tive systems, namely, the tr ans for

mation of collagen to a stable form retainillg the fiber structure of hide or skill 

substance. In modern tanning the known fwictions of chemical agents are coupled 

with various phy,ical treatments for the precise and mass duplication of de•irable 

t.:haracteristics i.n finished leather. 

A typical leather production process flow is outlined ill Annex Z. Although 

this is primarily descript'.ve of steps in the manufacture of the world's most im

portant type of leather - cattle side upper - the operations noted apply to most 

commercial leathers. In essentials, all tanning processes entail four successive 

groups of operations: Preparation and depilation of the rawstock; buic tanning; 

retanning, splitting, lubricaticn, and coloring; drying and physical conditioning; 

surface fini•hing. Variation at different stage11 of production are legion, especially 
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Lu mark.et oriented, competitive economies. However, a remarkable degree of 

basic process standardization prevails due to the rapid diffusion of technical in-

formation. 

Characteristics tanners preserve and enhance in processing hides and skins 

distinguish leather from all other sheet materials, natural or artificial. The 

random fiber structure of hides and skins endows leather with: Water vapor per-

meability, high tensile strength and tear resistance, dimensional conformation 

(a vital factor in footwear comfort}, flexibility over ambient temperatures, punc-

ture resistance and durability. It has been previcusly noted that many have sought 

and none succeeded in duplicating these properties Lu synthetic materials. 

Types of Leather 

Analysis of the leather and leather products industries in succeeding sec-

tions will be facilitated by a brief summary of the principal types of leather pro-

duced and the broad categories of end-use in each installce. 

TABLE 19 

MAJOR TYPES OF LEATHER AND END USES 

Bovine Leather 
.,, of Total Leather 
Production in Area 

66.1 

(Produced mainly in 

side•; upholstery and 

• ome garment leather 

in whole hides; includes 

5 plit1. ) 

Heavy 4.9 

(l'uned in sides; sole leather 

cropped to bends, lh oulders 

aJid bellba • ) 

Shoe Uppers, garments, shoe linings, 

handbags, and personal leather goods, up-

holstery, luggage, S?orting goods, waist 

belts, dress and work gloves, book bind-

ings. 

Soles, transmission belting, other industrial 

aiid mechanical leather, harness and sad-

dlery, heavy equipment cases, waist belts, 

welting aiid top grade insoles. 



Sheep Ii Lamb Leather 

(Includes shearlings, or 

skins tanned with wool 

on for garments, slipper 

linings, rugs and bed 

pads.) 

Goat and Ki<l Leather 

zz.o 

6.6 
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liJ:riJigs, dress gloves, bat sweats, book

billdings, chamois, small leather goods, 

promotional novelties. 

Shoe uppers, linin~s, dress gloves, garments. 

The foregoing emphasize• again the great range of end products for which cattle

hide leather is employed and the very large proportion of total leather output 

represented by boville rawstock. 

Modern and Vintage Tanning 

No industry of ancient, and respectable lineage, can compare with leather 

in the gulf between modern functioning technology and still existent vestigial prac

tice. In certain areas leather is currenJy produced in backyard or rural work

shops by methods as old as recorded history. Leather is also produced in plants 

wher.! computer consoles monitor, time and cont::ol every stage of a completely 

mechanized system. And, between the two extremes there are small tanneries, 

partially mechanized, relying on low labor costs rather than investment in modern 

equipment and methods. 

Reasons for the great variation in t~ -:hnique and mechanization are more 

complex than the simple division of developed and developing. Perhaps the most 

important is the relative availability in sufficient quantity of reasonably uniform 

raw material supply. In the abeence: of such supply a large and mechanized tan

nery would be an economic white elephant. It could not operate efficiently on a 

mixture of assorted hides and skina nor could the product be marketed to recoup 

production cost or amortize capital investment. Argentine tanneries, among the 

most rationalized in the world, exemplify the positive consequences of adequate, 
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consiatent uci quality i".aw m&tc;:-ial :uppl;. A!lcHlary ~kills and trades }.ave 

grown ill Argentilla iJi response to the proven ability of the tanneries to utilize 

domestic raw material and market the product successfully at home and abroad. 

Leather production in India has developed on a dual track which copes to 

some extent with the endemic problems of deficient hide and skin supply. Much 

of the backyard or rural tanning output is semi-tanned leather which is funneled 

to mechanized plants for sorting, further processing and marketing to domestic 

manufacturers or foreign buyers. In a practical sense this system reaches the 

same goal as collection and centralization of raw material supply. It may have 

the additioual effect of dispersing labor requirements over a wide area. It should 

be noted, however, that the Indian systE!l'll rests on a very substantial raw mate-
42/ 

rial base in volume, if not in ideal quality. -

In strictly economic terms there is not the slightest doubt as to the enor-

mous advantages of a tannery designed on modern, mechanized lines. Produc-

tivity in such plants is several times greater than in technologically backward 

units and an order of magnitude beyond the capability of "tanneries" relying 

mainly on labor rather than machines. The difference in unit costs offsets almost 

any conceivable saving in wages. Quality control, uniformity of product, flexi

bility iJi meeti.Jig customer requirements are further attributes of mode..:n tallllery 

superiority. But, the cr.ucial precondition is raw material supply meeting the 

criteria identified above. If that condition cannot be met or foreseen, a mechan-

i.zed tam:aing plant abreast of modern technology would be a costly liability. 

In evaluating the role a tannery might have in a national economic complex, 

it i1 important to avoid the recurrent misconception that tanning is a labor i.-1ten-

sive industry. The contrary is true: Modern tanning ranks low in labor intensity; 

it i1 a capital i.atensive industry. Productivity in processing and materials hand-

ling, made possible "ly new machines and methods, has significantly changed the 

character of the modern rationalized tannery. 
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Locational Deter min ants 

Access to raw material takes precec1ence over all other factors in tannery 

site sele-:tion. Availability of water, power and fuel, labor, tr ans port facilities 

for incoming supplies and outgoing shipments of product are all vital but secon-

dary to the indispensable, primary factor of raw material availability. 

WithiJ:l the past five years attention has been drawn to the desirability of 

tanning fresh hides to obviate the cost of curing and to produce better quality 
43/ 

leather. - The value of this procedure has been proven. However, it is feasiblt-

economically and practically only if a tanning plant is contiguous to a slaughtering 

facility with adequate and consistent volume or can collect and put hides or skins 

into process within hours after flaying. Furthermore, the scale of tannery oper-

ation should be large enough to permit sor~ing and grading of raw material (or 

leather; into uniform, commercial lots. Otherwise, the advantage of tanning 

fresh hides would be more than offset by the depreciated return for miscellaneous 

output. 

Water 

Tanning technician~ regard water as their primary processing chemical. It 

should not be taken for gr a.oted with respect to quality and dependability. A back-

up or "fail safe" resource is just as important as the obvious or main supply. Low 

float processing and recycling systems have diminished watP.r rt>quirements ~n 

modern tanneries, at substantial capital costs. In conventional plants, consump-

tion should be anticipated in a range of 5 to 12 gallons (18-44 liters) per Kg. of 

wet salted stock. 

Environmental Aspects 

These a.re reviewed in a followjng section. It is pertinent to note here that 

the magn\tude of effluent control problems is not necessarily related to degree 

of industrial development. Problems due to effluent may actually be more serious 

in certain developing areas with high population density than in developed regions. 
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Land and Structure 

General observations on land requirements or building specifications are 

meaningless. Good design emphasizes compact layout for efficient processing 

flow but climate, land and building costs and available materials involve appro-

priate variations. Tanneries in San Francisco, vvith much equipment situated 

outdoors, cannot be compared with plants in New England or Leningrad. 

Energy 

Under existing conditions, or the milieu in prospect, energy is a more im-

portant consideration than in the past. It is true that the tanning industry is not 

energy intensive in comparison with metal refining, chemical processing or 

transportation. In modern tanneries, prior to 1974, the cost of fuel and purchased 

electricity for process steam and water, moto::-s and building heat varied between 
4 . I 
~. 

1. 7 and 2. 5 per cent of total cost of production.- In energy deficient countries 

supply can be of greater concern than comparatire cost. Transportation or ship-

ping cost is another facet of the energy problems with troublesome implications 

for leather production in IJlaDY parts of the world. 

Management and Labor 

In the leather industry, perhaps more than in other industrial pursuits, 

managerial expertise is the key to viability and success by the standards of every 

economic system. The reason can be put briefly: It is the object of modern tan-

ning to produce a highly uniform product from raw material which can never be 

competely bomogenous. Hence, contingencies calling for gross or subtle varia-

tion of process or treatment are incessant and the knowledge required is not 

codified in texts. It is acquired by the tx-ial and error oi cumulative ~xperience. 

There is discernment in the truism that the leather industry is a blend of er aft 

and science. 

No standard prescription can be written for the size or composition of man-

agement cadres. In developed countries men with practical experience, often 
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capping technical training, gravitate to the helm. They are su~ported by individ-

uals specializing in raw material, plant m<L"lagement, sales, chemic al control 

and personnel administration. At the operational level plant superintendents and 

department foremen carry the responsibility of production schedules, 1uality 

control, and material usage. 

The working force in a taIWery comprises three categories: Production 

employes; non-p.cocessing plant workers such as maintenance men, truck drivers, 

fork-lift operators; the office or clerical staff. Requirements in skills or train-

ing periods vary considerably with the degree of mechanization in a tann.~ry. Ccr-

tain tasks call for training or apprenticeship under an exp.c. t'ienced employee: 

splitting, sorting, color matching. Oth~rs can be adequately filled by on-the-job 

training under foremen supervision. Machir ... ists, pipe fitte:rs, electricians rep-

resent crafts which are adapted by experience to the spe<:ial requirements of tan-

ning machinery. 

No represe.c.tative schematic can be drawn of management and working force 

numbers in tanneries. Plants with input of the same quantity of hides or skins 

can vary widely in the character and quality of product and in productivity. For 

example -

Input per day 
Output per annum 

Output per manhour 

Production Workers 
(at 2, 000 hours per year) 

Non-Production Workers 

Office Employees 

Total 

Plant A 

1, 000 hides 
10, 000, 000 sq. ft. 

60 sq. ft. 

83.3 

10 

8 

101. 3 

Plant B 

1, 000 hides 
10,000,000 sq. ft. 

40 sq. ft. 

125 

10 

8 

143 
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Plant A in the foregoing example may be more highly mechanized; or, Plant B may 

be dev0ted to specialties consuming more labor time in tanning and finishing 

operations but yielding a market return sufficient to offset greater lab or cost; 

or, Plant B may have labor costs sufficiently low to offset the capital cost of r.ew 

and more efficient machinery. 

In short, the only relevant guides to the size uf tannery personnel require

ments are output per manhour or value added per manhot:r. 

CAPITAL AND PRODUCTION CO.STS 

Mode=n tanning, as noted previously, is a capital intensive enterprise on 

two countc;: First, the investment in fixed ac-sets, including land, building, ma

chinery and auxiliary equipment. Second, working capital required to finance 

inventory at all stages of process from raw material to finished leather as well as 

stocks of chemicals and other 5Upplies and credit extendPd to customers. On both 

counts, any formulas or approximations or r·1le of thumb estimates of capital re

quirements made prior to 1979 have, unfortunately, been outdated. 

Capital requirements are, of course, directly relateci to the level of tech

nology employed or proposed. It is possible to produce leather, of a kind, with 

a fraction of the capital investment needed for a fully modern, mechanized estab

lishment. But, a tannery conc1 ved on primitive or obsolete lines for the sake of 

low investment terms might not serve any genuine economic purpose. It could 

not function as the mainspring of integrated development, or service export de -

mand, or create capital. The practical consequences are more likely to be loss 

in value of raw material consumed. 

It is assumed here that the only relevant approximations of capital needs 

are concerned with tanneries utiliz:L."lg current technology and functioning or pro

jected as self-sustaining enterprises. 

Three categories of capital cost can be estimated with reasonable accuracy 

from recent experience and current data: 
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1. All processing machinery and ancillary equipment including spare parts, 

power and steam systems, laboratory facilities, fork lifts, trucks and other ve-

hicles. 

2. Waste disposal installations. 

3. Working capital to fina.!'ce hide or skin inventory, betterment, chemical 

and other supplies and credit extension. 

Land and building construction costs vary tremendously with country, local site, 

climate, availability of supplies and pertinent skills. Total installation costs, 

from preliminary engineering studies to plant start-up, are also subject to great 

variation due mainly to the presence or absence of technical expertise. 

These general observationa are confirmed by a survey made in several 

developed countries of reproduction cost for a model tannery of specific capa-
45 / 

city. The designated model Vias a c ~ttle side leather tannery processing 1, 000 

brined hides per day (10, 000, 000 sq. ft. onnually) to finished leather. Estimates 

of required capital investment in fixed assets ranged from $5, 100, 000 to 

$6, 300, 000. Supplementary information with respect t:> working capital needs, 

on the premise of a 16-week turnover cycle, showed greatn consensus although 

uniformly qualified by reference to cattlehide prices. The range of estimates is 

given below. 

TABLE 2G 

ESTIMATED CAPITAL REQUIREMENTS 

MODEL CATTLE SIDE LEATHER TANNERY 

PROCESSING 1, 000 HIDE PER DAY TO FINISHED LEATHER 

Fixed Investment 

Machinery, Power and all auxiliary equip
ment 
Total Installation 
Waste Disposal System 
Land and Site Improvement 
Building Construction including piping, elec -
trical, air lines, etc. 

Total Fixed Capital 

Low 

$2, 190,000 

200. 000 
520,000 

50,000 

2, 140,000 

$5, 100, 000 

High 

$2,600,000 

180,000 
900,000 
120,000 

2,500,000 

$ 6, 300, 000 
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Low High 

Workins Capital 

Hides, raw, process and finished at 
55~ per pound $4,760,000 $4,760,000 
Betterment inv~ntory 704,000 839,000 
Chemicals, Finishes, Dyes, etc. 360,000 270,000 

Total Working Capital $5,824,000 $5,869,000 

Total Capital Requirements $10,924,000 $12,169,000 

A tanning unit with capacity of 1, 000 hides per day was selected for the 

determination of capital requirements for two reasons: First, that level barely 

reaches the minimum, taking account of periodic departures from rated capacity 

which justifies the cost of a fully modern installation. Second, economies of 

scale beyond 1, 000 hides daily are moderate because large tanneries are basic -

ally replications of the minimum economic unit. Advantages in administrative 

cost, purchasing, maintenance or laboratory facilities tend to be offset in prac-

tice by more rigid overhead and the greater cost of mistakes ir market, produc -

tion or style judgements. 

It is impossible to estimate capital requirements for small tanneries, i.e., 

units with capacity appreciably less than l, 000 hides or equivalent hides per day, 

without moving backward in technological time. Plants in that class are either 

extremely specialized virtuoso operations or make-work enterprises. In certain 

traditional leather districts, small-'Scale t.:.nterprisc is sustained by a unique form 

of industrial synergy. For example, in Santa Croce, Italy, various operations 

are performed by sp.acialized and separately owned shops of tanners, splitters, 

embossers, degreasers, finishers, etc. 

Analysis of capital employed in skin tanneries is made difficult by the con-

glomerate nature of the industry. Tanners using pickled skins do not require 

pre-tanning equipment (beam house) and have considerably le~s effluent. How-

ever, the resultant saving in fixed capital may be offset by greater working 
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capital requirements due to seasonality of demand for the finished product. Sheep

skill garment leather is a case ill point; tanners must anticipate and carry inven

tory to fill seasonal peak demand from manufacturers. 

Although tanning can be described as a batch process, all hiC.es and ~kills 

must be handled individually at various stages of production. At these stages 

more machines are required ill a skin tannery than in a hide plant bee a.ise sheep 

and goatskins are one-eighth to one-fifth the area of cattlehides. For this and 

other reasons machille technology has made much less progress ill skin tanning 

the:..." in processing of cattlehides. 

As a broad guida to the capital structure of skin tanneries it can be 2.ssumed 

that for a given footage production of finished leather a skin tannery will require 

the following percentages of the capital lodged in a cattle side leather plant: 

In fixed asse~s - 48 per cent; in working capital - 65 per cent. Thus, a 

sheep or goatskin plant with normal capacity of l 0, 000, 000 sq. ft. yearly will re

quire about $2, 700, 000 in fixed capital and $3, 700, 000 in working capital {at May 

1979 raw skin prices). 

Development of modern tanning plants expressly designed to limit produc

tion to blue or crust leather introduced a variant in capital structure. Less 

equipment is needed ill such plants than in conventional integrated tanneries and, 

since the turnover cycle is more rapid, working capital requirements are reduced. 

However, the capital base of a blue or crust plant is not a simple duplicate of 

capital allocated to equivalent segments of a complete tannery. Modern blue and 

crust tanneries are designed for volume output and to excE:ed the cost efficiency 

of the facilities they supplant. 

Estimates given below are based on data for blue and crust operations in 

two countries, Argentina and the U. S. 
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TABLE Zl 

ESTlM.ATED CAPITAL RE0u7!tEMENTS 

CATTLEHIDE BLUE AND CRUST LEATHER TANNERIES 

(1, 000 Hides Per Day) 

($1, 000) 

Fixed lJJvestment 

Machhlery, power and all auxiliary eqcipm.:nt 
Total installation 
Waste Disposal System 
1-and Site Improvement 
Buildillg construction, including piping, 
electrical, etc. 

Total Fixed Capital 

Working Capital 

Hides Raw and Process at 85~ per lb. 
Betterment Inventory 
Ch~micals and Supplies 

Total Working Capital 

Total Capital 

Manpower Requirements and Capital Per Worker 

Blue Onlt 
Low High 

997 
110 
400 

38 

500 

2,045 

1, 480 
250 
170 

l, 900 

3,945 

1,360 
140 
150 

60 

700 

z. 410 

1, 480 
300 
140 

i, 920 

4,330 

Crust 
LOw High 

1,700 2,000 
180 17C 
500 750 

45 65 

950 1, zoo 

3,375 4, 185 

z.. 980 z.. 980 
540 540 
280 300 

3, 800 35 820 

7,175 8,005 

The size of the working force in a tannery is a function of productivity. 

In the capital schedules outlined in Table 20 for tanneries producing fin-

ished leather from raw hides, 3JlJlUal output of 10, 000, 000 sq. ft. is as&umed. On 

the further assumption of 2, 000 hours yearly per worker, the required work force 

would be: 

?S· Ft. Per Manhour Working Force 

so 100 
40 125 
30 167 
zo 250 

There is consider able productivity spread in cattlehide leather tanneries, even in 

the developed countries, for reasons noted previously. Maximum efficiency is 

associated with an average ci. 40 sq. ft. or more while less than 30 sq. ft. marks 

foe area of non-economic operation. 
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Capital requirements per worker will obviously vary with productivity. 

From the low capital cost example in Table 21 it is evident that the requisite total 

capital per worker, at a productivity rate of 30 sq. ft., would be $65, 412 consist-

ing of $30, 538 in fixed capital and $34, 874 in working capital. Of course the lat-

ter figure reflects the high level of cattlehide prices in May, 1979. However, 

even at the prices of th'! past two or three years the capital ratio ler worker would 

certainly qualify the leather industry as capital intensive. 

Production Costs 

The principal categories of cost in producing leather are: Raw material; 

Labor; Tanning and Finishlng Materials (including water, fuel and purchased 

power); Overhead (including management, interest, depreciation and fixed costs). 

Hides and skil'.S always have been and remain the most important factor of cost. 

Ratio comparisons of cost elements are meaningless when taken out of money 

context. It will be useful, therefore, to illus tr ate the current cost (June 1979) of 

producing a square foot of cattle side leather. 

PRODUCTION COST PER SQ. FT. (June, 1979) 

CATTLE SIDE LEATHER 

Hide Cost at 85~/lb (Less split credit) 

Labor 

Tan.Di~ Materials, Fuel, etc. 

Total Overhead 

Cost 

$0.917 

. 192 

. 164 

. 159 

$1. 432 

A roughly comparable cost distribution obtains for all major types of leather in-

eluding sole leather which is sold mainly by weight rather than area. In fact, 

costs quoted above for cattle side leather apply with almost equal accuracy to a 

poUiid of sole leather. Costs of leather from calfskins, sheepskins and goatskins 

usually show a slightly higher pe"'centage for labor reflecting the greater time 

expended per sq. ft. due to the smaller size of skins. 
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TANNING MATERIALS AND CHEMICAL.5 

Two classes of materials, chemicals or reagents are employed in modern 

leather production. The first comprises products specifically identified as tan

ning agents and responsible for transforming putrescible hide substance into stable 

leather. Sodium and potaasium bichromate are the most important, and most 

universally used tanning materials, but there are many other agents includiJlg 

vegetable tannins used mainly in production of sole and other heavy leather. 

Tanning agents, however, must be supplemented by many chemicals and the 

leather industry uses a wider range of industrial chemicals than any other manu

~acturing industry. Many of these chemicals are standard market products, but 

quite a few are specially formulated for tanning. 'That i!$ particularly true of 

finishing materials which are developed exclusively for leather production. 

Successful leather production is linked, therefore, to supply i.'ldustries 

which furnish the standard and specialized materials tanners require. In most 

instances the supply industries are chemical processors which are meshed into 

the structure of advanced cher:iical technology. Reasonable proximity to chemi

cal suppliers is advantageous to tanners for a vital reason other than prompt 

delivery of required products. It facilitates plant consultation with the chemists 

or technicians of supply firms to correct process lapses or assure accurate use 

of various chemicals. 

ENVIRONMENTAL ASPECTS 

Du.dng the past 15 years many cowitries h~ve adopted far-reaching pro

grams to preserve the environment and avoid ecological imbalance. Industrial 

waste discharge is a principal area of legislative or regulatory action; the leather 

industry ii involved by virtue of its relatively high water usage and resulting efflu ... 

ent. Prope:r control of waste is now recognized by the leather industry as an essen

tial adjwict of modern production facilities. 
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Trl'ee widely held views on the subject of taJ1.11ery waste dis po:ial are inac -

cur ate and merit clarification. 

:t .. irst, the knowledge and technology to meet prescribed standards of efflu

ent purity are still to be developed. On the contrary, intensive chemical and 

engilleerUig research as well as practical testing have yielded a body of know

ledge assuring the feasibility of compliance with extremely high stcuxlards of 

effluent treatment. 

Second, the cost of treatment Uistallations is prohibitive and burdens leather 

producers with extensive and non-productive capital outlays. This view arises 

from the natural, Uievitable and ardent dialogue between regulatory authorities 

and industrial management. It totally overlooks the positive consequenc ?S of 

stimulated response to exigency. Under the pressure of meeting environmental 

standards, leather producers hwe re-examined processing concepts, adopted 

methods of recycling expensive chemicals and drastically curtailing water usage. 

In many cases the net result has been a more efficient plant with waste treatment 

costs actually amortized by savings in chemicals and water usage. For obvious 

reasons, consequences of this general nature are slow to ai>i>ear in relevant 

industrial publications. 

Third, the preconception is prevalent that waste disposal is a more onerous 

problem for ta.Dlleries i.n developed countries than in developing regions. The lat

ter are associated with wide open spaces, unlimited water, indifference to health 

hazards and bowidless natural -esources awaiting despoilation. Any factual in

quiry discloses the fallacy of such assumptions. Population den:1ity in much of 

the developUig world ia greater than in developed nations; water supply is very 

frequently an acute problem; reliance on indifference to health is an affront to 

social conacience; a.nci natural resources, in many inst3Jlces, are hard-pressed 

to maintain subaistence living. 
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It should also be noted that a majority of tanneries in developed countries 

have the advantage of municipal c~ public waste treatment systems. While these 

large systems require screening and preliminary treatment by tanners, they do 

obviate the necessity of a complete installation by the leather producer. Scaled 

levies may be imposed by the public system in accorc1ance with the volume and 

character of the effluent discharge. 

Recent years have witnessed the emergence of specialization in tanning 

functions with wet blue plants, situated near raw material sources, providing pre

tanned stock for additional processing and finishing by tanners in other areas. 

Since most of the effluent problems originate in the beamhouse and initial tanning 

stages, users of wet blue leather maintain very minimal waste treatment and 

practically none is required by plants only finishing leather. This form of i.ntr a

industry organization is certain to expand for several reasons, detailed in the . 

following section, each of which confirms the basic principle of economy in tan

ning hides at origin or source. 

A question of considerable importance to tanners has not yet been resolved 

in many jurisdictions. Clu'ome used in tanning is trivalent. Aci.<nowledging that 

this form is not harmful, and probably even beneficial to vegetation, certain 

regulatory bodies have proposed the elimination of any chrome from effluent resi

due. While that goal can be accomplished through recycling a.nd precipitation 

techniques, the costs would be completely out of proportion to conceivable benefits. 

Disposition of solid waste in tanning will undoubtedly require more attention 

and research in the future. Such wastes include fleshings, raw hide trimming!!!, 

hair, leather trimmings, shavings and buffing dust, lime sludge and the solid 

residue of biologic effluent reduction. Present recourse includes the reduction 

of fleshin11 and hide trimmings to grease and animal feed or manufacture of glue 

and gel;\ti.ne; use of leather ~er ap for leather board and fertilizer; briquetting 
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~!ludges for t_1~.-. ~s fuel. However, a certain residue of solid waste seems des -

tined for landfill sites and these will become more difficult to acquire with i..n

creasing urbanization. 

Air pollution is a minor problem for leather producers. Combustion prod

ucts and exhaust emission of solvents used in finishing are readily controlled by 

conventional equipment. 

Comprehensive and detailed description of tan;iery waste disposal systems 

is available in many recent publications, sever al of which have been prepared aiid 

published by UNIDO. Annex 3 provides a biblicgr aphy and a succinct, informa

tive discussion on the subject by UNIDO. 

TECHNICAL DEVELOPMENTS AND TR ENDS 

It is the consensus of leather technologists that the main focus of technical 

development is presently machinery and equipment. Ch~mical research is ex

tensive but is directed toward refinements rather than radical chaiige in proven 

methodology. 

A new phase of machine development is the adoption of electronic meaiis for 

precision control of equipment, metering the flow of chemicals, coordinating 

loading and unloading of process stock and starting and stopping programmed cycles 

at different stages cJ. procuctioc. In the world's most modern tannery the center 

of operations is a computer console wired to every drum, mixer, chemical tank 

and valve in the plant. 

Two objectives are dominant in the accelerated pace of machine and equip

m ,~nt developme.at: Better control for the sake of product consistency and greater 

productivity. The first purpose is served by improved design of basic machine 

concepts and more sensitive application of power through hydraulic devices. 

Efforts to attain the second objective are directed tcward continuity in the move

ment of process stock and reduction in handling and moving time of hides and 

sk:i.ns. 
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TanniJ:lg remains a batch process, even in the most modern and mechanized 

plants, with the necessity for intermittent handling of individual hides and skins. 

Variations within each batch require sorting at several stages in order to route 

hides and skins to the most suitable processing and finishing. A continuous, auto-

matic tannery, with hides entering at one end and finished, sorted leather emerg-

ing at the other, is feasible in theory; the technology is available. However, de-

velopment and capital costs of such a plant would be orders of magnitude beyond 

present investment disposition. Mech3llization, therefore, is currently equated 

with feed-through. machines ond automatic stackers wherever possible. This has 

been successfully accomplished in many operations from ::he wet stages to mea-

suring and packing. 

Drums and mixers continue to vie for technical approval in efficiency with 

a possible rival in augur -type tunnel processors combining beamhouse and tan-

ning operations. Accessible information on the latter, as of June 1979, seemed 

to indicate that further development was necessary. 

In finishing techniques, leather producers can draw on a wider armory than 

ever before, including polymers such as the urethanes for extraordinary dur abil-

ity and abrasion resistance. Paradoxically, consumer preference has shifted to 

natural appearing, soft leathers with minimum finish. 

Brief reference was made in the preceding section to portents of change in 

the economic structure of the leather industry, .namely, the establishment of 

tanneries producing wet blue leather near the source of hides. Advantages of 

primary tanning in proximity to raw material source are familiar. It becomes 

possible to tan fresh hides and eliminate cost of curing which is currently $1. 60 

to $2. 00 per hide or . 04~ to • 05 ~ per foot of leather. Superior quality of leather 
46/ 

made from fresh bides has a greater market value estimated at 3 per cent. -

Eliminating extraneous material at source reduces the cost of tr a.ns porting hide 

substance. Specialized function in a "blue" tannery permits thorough mechani-

zation and maximum productivity. And, most important, the large-scale 
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producer and seller of blue leather will be able to sort and grade to match the 

specific product requirements of his tanner customers at home and ab road. 

Specialized production tends to distribute the burden of carrying process 

inventories. It also enhances industry ability in rapidly meeting shifts in demand 

caused by style change o: to adjust leather in accordance with varying specific a-

tions of footwear and other product manufacturers. 

In periods of large hide and skin supply and low prices, consideration is 

given to the use of poorer grades for food. Hide substance is protein. It lacks 

a couple of amino acids but that deficiency can be chemically restored, if neces-

sary. Hence, in addition to gelatine and sausage casings, researchers anticipate 

a wide market for edible collagen derived from hides, provided the "price is 
47/ 

right". - Market analyses and production cost calculations indicated, in 1978, 

that, except for gelatine and sausage casings, an upset price of. 01¢ per pound 

would be necessary to divert hides and skins from leather production in ponde.r-

at-le quantity. That price level does not seem imminent! 

FACTORS INFLUENCING PRODUCTION AND DEMAND 

Stress has previously been given in this study to the basic fact th;:i.t available 

hide and skin supply is the limiting factor to aggregate production and consump-

tion of leather. That fact is central in considering apparently independent factors 

such as patterns of end use or competition from substitutes, synthetic or natural. 

These factors and many others are linked to a complex and constantly changing 

market process which allocates the finite supply of hides, skins and leather. It 

will be useful to note certain aspects of the world leather (or hide and skin) mar-

ket before commenting on leather end use patterns or the influence uf substitutes. 

In market-oriented economies it is taken for gr anted that all individuals are 

part of the market process. Their mass ability or inability to buy leather shoes 

at a stated price will determine the sale and future output of the product. Every 
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centrally planned economy engaged in foreign trade, buying or selling hides,skins, 

leather and leather product~~, also participates in the market's operations and 

helps frame its decisions. Country X undertakes to increase domestic supply of 

leather products by purchase of Argentine crust ieather or Italian shoes. Con

summation of its rlans will affect the price i:'~ which leather loafers become avail

able in Waukegan, Illinois. Sirr.il~t'ly. a. co,-.ntry restricting foreign access to its 

domestic raw material plays an active role, thereby, in the world market. 

Cha..oges in the pattern of leather end use or in the relative consumption of 

~ubstitutes are not spontaneous or inexplicable phenomena. They a.re primarily 

resultants of market distribution of limited leather supply at optimum prices. 

Price and purchasing power are the shears which cut the pattern of consumption. 

Data on consumption of lec:.ther in products other than footwear is confined 

for the most part to the developed countries. In this group a remarkable change 

began in the mid-60's and has been accelerated in the present decade. Leather 

consumption in products other than footwear has grown sharply in absolute vol

ume and in ratio to total usage. Within the OECD area the calculated ratio of 

leather consumed in footwear declined from 81 per cent in 1965 to 66. 7 per cent 

in 1978. In sever al countrie.; footwear has become or is close to being a minority 

interest. For example, products of leather goods other than footwear now absorb 

49 per cent of leather consumption in the F .R. of' Germar.y, 53 per cent in the U. K •• 

38 per cent in Italy and the U. S., 35 per cent in France. Principal categories 

of merchandise involved are leather apparel and accessories, furniture and auto 

upholstery, handbags, personal leather goods, saddlery and sporting goods. 

Recurrent style innovations test consumer effective demand response to 

new uses. A rage for knee-high fashion boots drains upper leather supply to the 

discomfiture of both manufacturers and consumers of conventional footge ar. A 

French manufacturer introduces a leather tennis shoe and, almost overnight, the 

athletic shoe business begins cc.;.nsuming large quantities of cattle side leather in 
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several countries. In the United States, the recently acquired addiction to jogging 

has sustained total leather demand because leather is de rigeur for the best run

ning shoes. However, a bureau representing manufacturers of conventional shoes 

has publicized the merits of walking. 

As pointed out in Chapt"?r II, synthetics fill needs for which leather is not 

eccnomically available. The comparative volume of synthetic use in nominal 

competition with leather has varied universally with the relative supply of hides 

and skins. Leather, so to speak, is not dis placed by synthetics; it merely re

linquishes territory it cannot cover. 

In a narrow sense there are specific factors influP.ncing production levels. 

For example, in the adj1lstment to price levels caused by changes in the supply 

base, new business stagnates. Leather producers face the choice of curtailing 

and the1·eby absorbing heavy overhead lass or producing for inventory with the 

consequent iisk. In recent years the weight of decision has been for curtailed 

production. As a result, inve.rit;ory pipelines tend to be exhausted and when de -

mand from manufacturers returns, inevitably, fr antic production schedules are 

set to satisfy cus tamer needs. 

Seasonality is another short-term factor influenciTiq produc~ion in every 

important leather market. Shoe production with an aver age swing of 21 per cent 

from monthly high to monthly low output is more stable than the leather apparel 

or small leather goods industries. In the latter, seasonal variation reaches 

40 per cent. The problem is somewhat mitigated for leather producers with 

multi-product lines because seasonal patterns in consuming industries do not 

coincide. 

REORGANIZATION OF PRODUCTION 

IN DEVELOPING COUNTRIES 

In Chapter II the deep changes in hide and skin trade flows were examined 

at length. It was found that the export status of developing countries was dramat

ically reduced and that in several instances the former supplying regions had 
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moved to the import side of the trade ledger. Parallel and equivalent changes in 

the utilization of indigenous raw material has obviously taken place. 

The reorganization of leather production in the developing regions merits 

careful scrutiny to avoid falliblE. generalization. Composite statistical measures 

of the change in leather output of the developing regions cover very wide varia-

tions in accomplishment and potenti .,.1. It is perfectly clear, for exa.Illple, that 

the most striking gains correlate with the availability of raw material in quantity 

and quality. 

Comparison of leather procuction over a ten-year period po:nts up the 

extreme concentration both in regional output and the increases scored by devel-

oping countries. 

PRODUCTION IN DEVELOPING REGIONS 

Million Square Feet 

Bovine Light Leather 

All Developing Regions 
Latin America 
Far East 

Sheep and Goat Leather 

All Developing Regions 
Latin Amel"ica 
Far East 

1966 

712.2 
304.6 

16. 8 

560.6 
70.5 

322.2 

1976 

1,094.7 
497.5 
112. 0 

857.7 
117. 0 
474.6 

In light bovine leather, Latin America and the Far East a-::counted for 75 per cent 

of increased production in the entire developing group, and 67 per cent of the 

gain i.n sheep and goat leather volume. F AO data compilations ( CCP: HS 78 /2) 

were employed in the foregoing. Estimates of UNIDO country consultants indi-

cate an even greater relative gain in Latin America and the Far East. 

Four objectives are implidt 1~• every national program to precess c:ivailable 

raw material: 

1. Create greater value for export purposes than the shipment of raw 

hides ~1d skins. 



- 143-

2. Expand job opportunity. 

3. Establish a base for further industrial cievelopm~nt iu the - ---·~--···--~ll.d.£.J.u..L.0.'"' ~ ....... Iii;. 

of ieather products. 

4. Elevate domestic living standards with the availability of domestic 

leather products. 

The fii:st of these aiI'!l.s is the takeoff point for the others and calls for a summary 

of the reorg ~ization of leather production in the develo!Jing region~. 

Latin America 

Argentina and Brazil have led the way, closely followed by Mexico, Colombia 

Uruguay, Peru and Chile. Many tanneries in the region equal the degree of 

mechanization in developed c ountnes. In Argentina, the principal producer, crust 

leather for export is the mc>jor staple product. Brazil absorbs a larger propor -

ti on of leather output for the manufacture of shoes and othet' products. Mexican 

leather enterprise has outstripped domestic hide supply and depends on imports 

for 20-2 5 per cent of requirements. In 1978 the region was a net importer of 

cattlehides. 

There can be no question that the rapid advar.ce in leather processing of 

this region rests on the base of available raw material supply. In addition, gen-

er al industrial development has provided a growing degree of independence in 

chemical and machinery requirements. 

Near East 

Although the region has a long tradition of artisan skill in leather, develop-

ment has been rnhibited by inadequate raw material, lack ot transport from raw 

material sources to tanning centers and the absence of supporting er afts or in-

dustries. A number of comparatively modern tanneries in Egypt and Turkey 

serve domestic requirenlents and, must import pa.rt of their raw material needs 

for that purpose. Tanneries and sheepsl<in processing plants in Iran absorb 

almost all of the cowitry' s hide and skin supply. Pickled sheepskins are a 
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n:ajor export item, largely to garment leather tanneries in Wes tern Europe and 

the U. S. It is w~ry unlikely that ~ickled skin exports will be supplanted by 

tanned or finished leather because buyer requirements are too varied and too 

exact. 

Far East 

India, the main producer, forbids the export of raw hides and skins and 

processes approximately 23 million cattle and buffalo hides, 21 million sheep-

skins and 45 million goatskins to "finished" leather for domestic consumption 

and exports. Cottage industry and large-scale modern tanning are intErlocked 

in a unique relationship. On the whole, added value is created but it has been 

frequently demonstrated that returns from the 0 xport of raw skins would equal 

or exceed realization for processed material. A system of government subsidy, 
48/ 

graded to degree of processing, appears to d.istc-rt values and incentives.-

Tanning industries of Pakistan and Bangladesh are much smaller versions of 

Indian organization with similar restrictions on raw material export and a blend 

of cottage and fairly modern plants. Available hide and skin supply in both coun-

tries is fully utilized, leaving considerable unused capacity. Exports absorb the 

better grades of leather, both rough-tanned and finished, and are tic major ob-

jective of government support. 

In the Philippines and Indonesia, leather production utilizes all the avail-

able domestic raw material supply which has been outstripped by rapid expansion 

of tanning capacity. The supply problem is particularly acute in the Philippines 

where livestock numbers are extremely low in ratio to population. Thailand has 

moved progressively since 1970 from the export of raw hides and skins to pro-

duction of wet blue, crust and finished leather. Here, too, however, domestic 

supply falls short of r(l.ted tanning capacity by a wide margin, a condition aggra-

Vilted by abnormal conditions in former adjacent import sources, the Lao People' b 

Democratic Republic, Democratic Kampuchea and Burma. 
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'l'he Republic of Korea and TaiWRn, it hA.& been noted, Rre •nom•Uee i,., develn1W1ent 

since domestic raw material supply in both countries is scant and the leather in-

dustries depend almost entirely on imported hides. With reepect to the Republic of X:orea, 

"There is capacity in fact to take over 7 million hides a year, but this has never 

been reached and at present high raw prices and depressed market conditions are 
49/ 

forcing the tanneries to run at about 60 per cent capacity. 11
- Most of the Korean 

and Taiwan leather output is consumed domestically in production of shoes, gar-

ments and leather goods for export. Reports from '\M Republic of Korea in June 1978 

highlight the problems to which leather and leather products industries are ex-

posed in the absence of a domestic raw material base. A New York Times des -

patch reports: "South Korea's footwear industry, critically dependent on exports, 
50/ 

is in a slump that could force major manufacturers to turn to other businesses. 11
-

Africa 

The course of development and the present state d leather production cha!-

lenge accurate description. No .... '1er r~gicn is in more urgent need of systematic 

and uniform collection of the most rudimentary data of supply and production. 

Surveys by UNIDO consultants have shed light on conditions in several courtries 

but, in some countries, have raised as many questions as they have answered. 

In several African countries tanning has reached a semblance of modern 

organization. These countries include the Sudan, Tunisia and Algeria in the 

North, Kenya in the East, and Nigeria in Wes tern Africa. Other countries, with 

a tradition of artisan production of leather and leather goods, have not yet estab-

lished reasonably modern facilities. Moreover, mechanized leather plant!Z in-

stalled in certain countries with foreign assistance operate far below capacity u£ 

are idle due to lack of raw material. Africa epitomizes the necessit/ of translat-

ing potential hide and skin supply into the realit'{ of available supply as the econ-

omic condition precedent for development of leather production. 
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China 

The nniy obstacle tu e .. JL.tl' ac.Ldi.uaiy e:x.p~~icn of leather output in China i5 

the ubiquitous problem of raw material supply. Existing tanneries consume all 

the available hide and skin supply with the exception of small exports of goatskins. 

Plants are mechanized, although lacking refinements and inr...>vations of recent 

years. Foreign machines are otten used as models and are duplicated in China. 

Chemical and technical expertise is first-rate and ancillary i;idustries produce 

almost all the tanning materbls, chemicals and supplies rE;'-l.uired by the tanner

ies. Hide and skin supply in China, in ratio to populati JD, is probably the lowest 

in the world. 

MARKETING AND DISTRIBUTION 

In developed market economies, and in a m.&n4ber of countries with well

organized leather industries such as Argentina, Brazil and India, a typical pat

tern of marketing and distribution prevails. The objective is simple - to get sui

ficient orders so that the tannery operates as close to capacity as possible and at 

a profit. 

Sales or marketing management at the apex directs the activity of sales rep

resentatives or agents. These representatives know the company's product lines 

and are expected to be familiar with customer requirements in their assigned ter

ritories. They are kept apprised of changes in costs and of merchandise in stock. 

They are in constant contact with customers to be aware of the latter's needs or 

prospects or to plan delivery schedules. It is also their function to generate new 

business possibilities by exploring every possible market outlet for the company's 

leather. 

Direct sales contacts are supplemented by participation in trade shows or 

fairs, E.G., the Semaine du Cuir held annually in Paris. Advertising in trade 

publications i~ a form of market identification and also communicates new product 
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developments. 1'l various ccuntries, tanners of similar leathers join forces in 

promotional activity to stimulate consumer demand for their products. Tanners 

may also subsidize ad...-ertising by their customers to increase the sale of goods 

in which their leather is a component. 

Tanning companies rarely maintain inventories of finished leather at separ

ate locations to enable spot seliing and. immediate delivery. Production of manu

factu:&:ers' orders are scheduled for delivery at stipulated times. Odd lots, obso

lete colors, or rejects are usually sold in bulk to jobbers who specialize in find

ing nooks and crannies of demand from repair shops, small producers of leather 

goods or hobbyists. Environmentalists are comforted by the fact that when 

leather is finally scrapped it is biodegradable and nourishes the source from 

which it is issued. 

Leather Production Capacities in Developing Countries 

During the ten years ending in 1977 leather production capacity expanded 

rapidly in the developing regions. Estimates based on available data of production 

and trade, observers' reports and discussion with international suppliers of equip

ment and chemicals indicate a total weighted increase of 40 per cent in rated ca

pacity of developing countries for processing hides and skins beyond the pickled 

stage. A proportion of this increase represents capacity to produce blue and 

crust leather only. 

Argentina led the developing countries in expansiai, and the explanation is 

two-fold: First, the size and quality of Argentine cattlehide supply and second, 

an already functioning leather industry and the existence of auxiliary industries, 

services and skills. 

Growth in A:ia was also based on large hide and skin supply plus an exten

sive industry in India, Pakistan, Bangladesh and Thailand engaged for decades in 

production of semi-tans for export. The exceptional character of the swift growth 
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WI.I 22 

IZVIJ.OPD!G Coom11S 

ISTDIA'DD WTllJ, ftOCISSD!G CAPACI'll 

Killion Pi•c•• 

HIDES 

!lli ill1 

23.0 46.0 

4.6 lS.O 

6.1 12.0 

3.8 6.4 

2.5 3.2 

5.0 11.0 

5.0 9.5 

1.0 2.2 

1.5 3.0 

1.0 2.5 

50.0 56.0 

18.0 23.0 

Total Developing CountriH 101.0 145.!5 

* Included in Regional Totala. 

s K I N S 
.ill§. 1977 

21.0 25.0 

10.0 9.0 

s.o 3.0 

3.1 3.1 

.8 .7 

16.0 38.0 

42.0 60.0 

4.7 6.5 

14.0 18.0 

7.0 11.3 

86.0 96.0 

42.0 58.0 

213.0 277.0 

§ours11: a•porta by UllDO Conaultanta; PAO production data; U. S. Foreign 
Service lleporta; Hide, Skin and Leather trading campani••· 
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of tanning capacity in the Reuublio of lone ani Taiwan, devoid of inclipnnue l""W .-.terial 

h.9~ pre'!iou~ly b~~" noted. In the Near East, government sponsorship as well as 

commercial impulse have brought new plants into being. However, cattlehide sup-

ply is limited and poor in quality; the region is a net hide importer. Supply of 

sheep and goatskJ:is is more favorable to long-term growth. 

Africa and China pose questions for which there are no simple or formula 

answers. Limitationi1 of available hide and skin supply are the core problem. 

Increased capacity in Africa does not reflect a solidly grounded course of devel

opment. Capacity in a number of new, mo~ern installations bears no relation 

to available hide or skin supply and these plants must operate at a fraction of 

reasonable output ratL"lg. Leather capacity in China has increased during the 

last three years with construction of sever al new tanneries and the re-equipment 

of older plants. Capacity attributed to China in Table 22 is an arbitrary and 

minimum estimate based on observation of plant efficiency in handling low grade 

mater• . .11. 

Current Level of Capacity Utilization 

Developments in 1979 increase the usual difficulty of appraising current 

operating levels in relation to capacity. Raw material supply world·Nide is 

sharply lo9'er than in the preceding five years and hide and skin prices have 

reached record peaks. Under these -:onditions curtailment is the typical conse

quence of inordinate demands on working capital as well as the reduced availa

bility of supply. 

A review of current conditions in developing countries underlines three facts 

of more than passing significance: 

l. Tanning industries in developing countries with domestic raw material 

supply normally filling the bulk of their requirements are weathering the world 

raw materh.l 1ituation. 
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Z. Tannillg operations in countries dependent upon imports are encounter

ing serious difficulties. 

3. With hides and skins worth two or three times their value in 1978 or 

1977, the world market has begun to explore every possible source of supply. 

Since the relative increment of value added by processing diminishe.: with higher 

raw material prices, available supply in some developing countries may be ad

versely affected. 

Current rates of operation in ratio to capacity are estimated regionally in 

Table 23 below. The basis for the capacity estimates is indicated in Table zz. 

Estimated current ope.rating levels reflect the appraisal and judgment of trade 

observers. 

It is apparent from Table Z3 that tanning capacity is currently more or less 

fully utilized in Latin America and Aaia and '\he Par Saft. The• are a.re&• distin8'rl•hed 

by indigenous supply, or restricted export of raw material, or an established ex-

port trade in accepted types and grades of semi-processed or finished leather. 

Operating levels are reported lower in countries where rawstock must be im-

ported or where hide and skin supply is inadequate in quantity and quality. 

Utilization of Domestic Raw Material 

Table 12 in the preceding chapter compared available hide and skin supply 

with tannery input for all regions and thereby measured the degree to which do

mesti..: supply was utilized in 1977. The data used in Table lZ a.·e recapitulated 

in Table Z4 with the addition of statistics for a number of developing countries and 

percentages of utilization. 

Tannery input is defined as processing beyond the pickled stage, whether to 

wet blue or vegetable semi-tan equivalent or to crust and finished leather. An 

effort to differentiate degree of utilization by the stages to which proce•aing is 

carried proved impossible because valid and comparable information in that 
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TABLE 2J 
:IS'l'DU.T1'D C.:UttdMT HAT!!; 01" 'i'AHHIHG OPEdl'IONS, 

Capacity - 100 

't Annual "L Annual 
Capacity lquivalent Capacity lquivalent 

in Killion in Killion 
Rides Pieces Ski.ns Pieces 

Latin America -21 42.7 86 1b1 

Argentina 95 13.8 80 7.2 
Brazil 100 12.0 73 2.2 
ColOlllbia 100 3.2 100 .6 
Uruguay 100 2.2 100 .6 
Mexico 85 5.4 100 3.1 

Africa 60 6.6 74 28.0 

Nigeria 70 1.2 85 6.5 
Algeria 100 .3 100 3.6 
Morocco 100 .7 100 .s 
United Republic 50 .6 45 .9 

of Tansania 

Near Ea1t -1! ..L!f. 80 48.0 

Egypt 55 1.2 95 1.9 
Turkey 63 1.9 80 14.0 
Iran 52 1.3 83 9.4 

Far last ~ 47.~ 1&Q 95.4 

India 100 34.4 100 59.0 
Thailand 100 1.6 100 .9 
Paki1tan 100 (1,,0 95 12.0 
R•p\lblio or rorea 60 i.9 
Taiwo 65 .8 

A•ia, CPI 70 - 16.0 75 44,0 
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JABLI 24 

MD Qf utILIZAJION OF DqlUUC SUPPLY I 1977 

Killion Piecea 

IOVINI 
Available Tannery 

SURplx Ineut* 

Lltig Wr1ct 42,0 ~ 

Argentina 14.3 13.9 
lrtail 11,6 12.0 
Cola.bit 2.9 3.2 
Uruguay 1.8 2,0 
Ka xi co 3.3 5.2 

Africa 14.4 J.,1 

llipria 1.6 1.1 
Sudan l.O l.O 
Algeria 0.3 0.3 
Morocco o.s o.s 
United Heoublic 1.4 0.1 

c,_~ 'l':mz~nia 

Near laat ...LJ.. __Li 

laypt 1.8 1.3 
Iran 1.3 1.7 
T\lrkay 2.4 2.6 

Far laat ~ 54,3 
• 

India 34.4 34.4 
Thailand 1.5 1.5 
Pakiatan 6.2 6.2 
South .:Orea o.4 3.8 
Tai van 0.1 1.1 

A11a, CPI !Y. .Us! 

All Developillg legiou 1'9,6 128.3 

* Bidet further proce11ed than pickled. 

** lDput &reater than tupply repraHnta iaporta, 

X of 
SueplY** 

102,9 

97.2 
103,4 
110.3 
111.1 
157,6 

46,5 

68.7 
100,0 
100.0 
100.0 
50,0 

107,6 

72.2 
130,8 
108,3 

107,l 

100.0 
100.0 
100,0 
9.50.0 

1100.0 

10!.7 

99.0 
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JABLI 24 (Continued) 

~TE OF UTILI1.AI.10N OF DCltBST!C SUP'PLJ 1 1977 
Million Pieces 

SH I IP AND LAHBS~J;NS 
Available Tannery i. of 

Supply lnp\..!t * Suppl!!! 

Latin America 21,0 16.3 77,6 

Argentina 8.3 5,9 71,l 
Bra ail 3.8 3.1 81,6 
Colmbia 0.2 0.2 100.0 
Uruguay 2.0 1.7 85,0 
Mexico 0.9 o.9 100,0 

Africa 34.l 12,0 _Jla.Q 

Nigeria 2.6 2.0 76,9 
Ethiopia ?.6 3,0 39,S 
Algeria 3.2 3.2 100,0 
Morocco 4.5 4.5 100,0 
Sudan 4.9 2.1 42.9 

l!ffr Bast ilai 34,3 .2L1 

lgypt 1,2 1.2 100.0 
Iran 25.0 6.6 26.4 
Turkey 18.7 9,0 48,l 

Far 11st 33,3 lit.Q ill.a! 
' India 19.8 20.s 103,S 

Pakistan 10.9 10,9 100.0 

Asia, en 2-;. 7 27.7 100,0 

All Developing Regions 183.2 124.3 67.8 

•.Skina further processed than pickled, 

** Input areater than aupply rapre1ent1 illporta. 
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TABLE 24 {Continued) 

RAD OF UTILIZAnON OF J>CMBSIIC SUPPLY. 1977 
Million Pieces 

GOAT A N D KIDSKINS 
Available Tannery 1. of 

Supply Input * SupplY** 

Latin America ....'bl. ..hl 67,0 

.Argentina 1.8 1.5 83.3 
Brazil 3.3 3.0 91.0 
Peru a.a a.a 1ao.o 
Mexico 1.4 1.4 100.0 

Africa 35.3 15.0 ~ 

Nigeria 9.6 3.8 39.6 
Sudan 1.7 1.4 82.4 
Algeria 2.9 2.9 100.0 
Morocco 2.9 2.9 100.0 
United Republic 1.3 0.4 30.8 

of Tanzania 

Near last 26,0 19,0 73,0 

Egypt 1.1 l.O 91,0 
Iran 9.0 3,6 40.0 
Turkey 6.5 6,1 94.0 

Par laat 62.4 61.0 98.0 

India 39.l 39.l 100.0 
Bangladeah I 4,5 4,0 89.0 
Pakistan 12.l 13,4 110.7 

Aaia, CPE 20'-l 16,0 •12.&§ 

All Developing Regions 153.5 117.5 76.5 

* Skina further proceased than pickled. 

** Input greater than aupply repreaenta imports. 
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regard i.s available from very few countries, 9,eveloped or developin~. National 

foreig!l trad~ d~ssifications of leath~r are not uniform and, more frequently than 

not,mingle semi-processed and finished leather in export or import tallies. Fur-
51 / 

thermore, as A. D. Parpia observes, - a system of incentives for further pro-

cessing may lead to psychological upgrading. 

Analysis of information from several countries invites a general observation: 

Extent of processing is too loosely equated with "value added". It wodd be more 

accurate to identify degrees of processing with "costs added". Unless such costs 

are recover~d in sales prices, there has been no true "value added" to raw ma-

terial from the standpoint of the producing organization or country. Other con-

siderations, such as maintenance of employment, may be deemed more important 

than the accounting facts of capital and production costs. However, the latter facts 

should at least be known in order to assess the cost-benefit ratios of alternative 

development tracks. 

SUPPLY, DEMAND AND TRADE PROJECTIONS, 1985 

One forecast for the near term can be made with C"lmplete impunity: AH 

available hides and skins will be sought and utilized, to the maximum possible 

extent, to meet world demand for leather. Total output of leather must decline 

by appr(lximately 500 million square feet in 1979, matching the reduction i.n U.S., 

Argentine and Australian hide supply. It is dubious whether significant supply in-

crease will be evident before late 1981 c!' 1982. and the year of return to the peak 

supply level of 1976-1977 is conjectural. At best, the curve of world supply is 

not likely ~o emerge completely from the current trough before 1983-1984. 

With the exception of physical tr a11ma due to wa.r, the modern leather indus -

try of the world has never been subjected to similar interruption of the supply 

curve. World population will continue to increase while hide prorh1ction r'!sources 

recuperate. Assuming return of cattlehide supply by 1985 to the record pace of 

1976-1977, per capita leather consumption must still be lower. (See Table 13). 
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In brief, projecting the statistical setting calls for more than extrapolation of 

avaiiabie supply. Qual;' ~tivc:: changes iu the str'!.!cture of 'WOdrl lP::i.ther production, 

consumption and foreign trade are inevitable. 

The. "invisible hand" has already begun to re-shuffle supply and demand in 

the parts of the wo:t ld exposed to market influence. Leather consumption is declin-

ing in lower grade products and supply is gravitating toward goods absorbed by 

higher income levels. This tenden<.:y will be evident but less pronounced in the 

developed countries than in regions with markedly lower per capita income. Re

distribution of leather consumption by end usage is a certajn development. Dis -

cerning eyes will find new character in the square foot previously thought suitab: ~ 

for lining leather. It may find its ultimate resting place, figuratively, in an ele-

gant clutch bag purveyed in the Faubourg-St. -Honore. 

Another consequence of hide and prices moving substan• .ly above the gen-

er al commodity price index {Figure 1) is a redistribution in the production cost 

ratios of leather. For example, 

Hides per lb. 25.0~ 85.0~ 
Hide Cost, per ft. !9.4~ rr.-r~ 
Labor, per ft. 19. 2 19.2 
All other manufacturing cost, per ft. 32.3 32.3 

Total manuf actusing cost, per ft. 80.9~ 143.2~ 

Per Cent hide cost 3 6. 3 64.0 

Per Cent labor cost 23.7 13.4 

At higher raw material costs, the incentive to assure ;.he market value of leather 

outstrips concern over relatively minor variatiolls in lc..bor cost. 

A major uncertainty in the outlook for the nt"xt few years is the course of 

ac.tion elected by the centrally planned economies of the West and the East. ln 

the context of reduced raw material supply, a phrase previously used in this 

study - abridgement of the market process - may deserve consideration as more 

than J'.hetorir al extr avaga.nce. In the simplest terms, the issue is the distribution 

of available supply between market-oriented biddt>rs and buyers guided by plan. 



- 157.-

PRODUCTIOO PROJECTIONS 

A projection of 1985 input, that is hides and skins entering tanneries for 

processing beyond the pickled state, is give.a in Table 12. Considerations on 

which tht:se forecast:i were based include: 

Cattlehide Leather 

North Arneric a 

Recovery in hide supply plus growth of specialized blueing plants in the 

Southwest will increase U. S. production. 

Wes tern Europe 

Cattlehide input will drop moderately, reflecting greater purchase of crust 

leather from Argentina and wet blue from the U. S. 

Eastern Europe 

The projection of minor increase in cattlehide input is based on two prem

ises: First, rate of increase in domestic hide supply will slow down; second, 

import of cattlehides to fill regional deficiency will shift moderately to the im

port of blue, crust and finished leather. A trend in that direction has been ob

served in 1978 and 1979; it will be facilitated by the expansion of tanning capacity 

in Argentina and the likelihood of rising cattle slaughter in that country by 1980. 

Japan 

Liberalizatio'l of the present ban o.n import of leather will reduce raw hide 

usage. Statistically, it is indifferent whether that result is caused by import of 

finished leather, crust stock or even blue leath~r mad1,;. in fol'eign plant1 con

trolled by Japanese interests. 

Latin America 

Projected hide usage in 1985 will be 13 per cent greater than in 1977 and 

the growth will be largely in Argentina and Brazil. Rt ports by UNIDO consult-

3.Dts are even more optimistic and foresee a gain of 20 per cent in Latin America 
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based on expanding raw material supply. The more moderate forecast gives 

weight to the export market for beef and to the probable easing of ii.: :;outh An1c::ri-

can ban on hide exports. 

Africa 

It is assumed that utilization of domestic supply will increase from 47 per 

cent to 86 per cent by 1985. Adequate capacity is in pla:e; world market condi-

tions may provid~ the necese ary stimulus and incentives. A substantial part of 

the increased production will be terminated at the blue or crust stages. 

Near East 

A small increase in production is anticipated. 

Far East 

'!':!:.~ r;:ojected decline will not take place in countries with domestic supply. 

It will occur entirely in the RelJUblio of Xorea and Taiwan vbioh are 001111>letely cie'P91ldent 

on imported hides and, therefore, exposed to the costs and risks of high raw ma
• 

terial prices. 

China 

The increase projected, 2 7 per cent from 1977. will be assisted only slightly 

by growth in domestic supply. By 1985, China will import several million hides 

both for internal consumption and tor re-export as finished leather products. Con-

tract production for export, with raw material furnished by developed countries, 

was initiated in 1978. 

Sheepskin Leather Production 

No large or striking changes in output of !lheepskin leather are forecast by 

1985. Mod~st growth in developing countries will absorb a slight increase in 

available supply. In the dl!veloped regions, total production of all types of sheep-

skin leather will remain static. A number of offsetting factors are involved in 

these projectiona including the general effect of skin prices on product usage, 
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garment requirements ill grain leather and shearlings, and expanded consumption 

uf sheepskin leather in linings and small leather goods. 

Production of Goat and Kid ..L..eather 

In 1985 the developing cc.untries will utilize 83 per cent of their composite 

suppl7 of goat and kidskins. A good portion of the output in semi-finished and fin

ished leather will be exported to developed cow:itries where kid leather will partly 

fill the gap left by shrinking world supply of calfskin leather. Production in the 

developed countries would decline even further ~ban projected but for the premium 

prices quality goatskins are expected to commz.nd. 

DEMAND {CONSUMPTION} PROJECTIONS 

Ln the preceding chapter a distinction w:is drawn between potential demand 

for and actual consumption of leather. The first, it was stressed, simply defines 

consumer aspiration but consumotion per se can never exceed the production of 

available supply of leather. World consumption, therefore, rr a.y be equated with 

world production of leather. Foreign trade in leather and leather products deter

mines final regional and country consumption levels. 

Purchas~ power is the determinant of leather consumption and, therefore, 

price allocates the availablf: supply with the qualifications previously noted aris

ing from operations by non-maxket economies. There is no merit in reviewing 

the latter point; it must be accepted as factual reality in a world of differing 

economic systems. It poses problems for economic analysis, especially in pro

jecting future consumption under drastically altered supply and price conditions. 

In the present study these problems have been approached pragmatically. Final 

consumption of leather in finished products, by country or region, can be approx

imated only by adjustment of base supply for exports and imports of raw material, 

leather and finished leather products. This was given regionally by the principal 

raw materials in Table 14, with estimates for 1977 and projections for 1985. 1zi 
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summary form, estimated and projected final consumption of leather by developed 

and developing regions compare as follows: 

TABLEZ5 

NET LEATHER CONSUMPTION* 

Million Sq. Ft. 

Developing Regions 
Developed Regions 

World 

Per Capita Sq. Ft. 

Developing Regions 
Developed Regions 

World 

1972-74 

2,998 
7,727 

10,725 

1. 0 
7.6 

2.9 

.,. 
28.0 
72. 0 

1977 

3,730 
8,738 

12,468 

1. 2 
7.8 

3.0 

* Adjusted for foreign trade in leather 

.,. 
29.9 
70. 1 

Projected 
1985 

4,040 
8,952 

12,992 

1. 1 
7.6 

2.7 

.,. -
31. 1 
68.9 

Appraisal of future leather consumption globally and by regions entails 

scrutiny of leather end uses. Footwear has been and will continue to be the larg-

est end-use of aggregate leather supply, Although footwear consumption varies 

with income, the elasticity of dem1.nd is obviously greatest at low income levels 

where initial acquisition may be more compelling than mere replacement. 

Weight has been given, therefore, in projecting consumption, to rising footwear 

demand trends engendered by development and urbanization. But, an offsetting 

factor of substantial magnitude also enters the 1985 projection, namely the ris -

ing proportion of leather consumed in products other than footwear. 

Data on consumption of leather in products other than footwear is confined 

for the most part to the developed countries. In this group a notable change be

gan in the mid-60's and has been accelerated in the present decade. Leather 

consumption in products other than footwear has grown sharply in absolute vol-

ume ~din ratio to total usage. Within thE: '1ECD area the calculated ratio of 

leather consumed in footwear declined from 81 per cent in 1965 to 66. 7 per cent 



- 161 -

in 1978. In several countries footweu has become or is close to being a minority 

interest. For exaIJ'l.pie, products of ieather goods other than footwear now absorb 

49 per cent of leather consumption in the F .R. of Germany, 53 per cent in the U .1., 

34 per cent in Italy, 36 per cent in the U. S., 35 per cent i.n France. Principal 

categories of merchandise involved are leather apparel and accessories, furni

ture and auto upholstery, handbags, personal leather goods, saddlery and sport

ing goods. 

A summary is given i.n Table Z6 of the three major indexes of the leather 

industry: Available hide and skin supply, tannery input and net leather consump

tion. World aggregates for all three are identical in 1977 and in the 1985 projec

tions becau!le inventory variations have been ignored as minor. A much lower 

rate of growth in consumption is anticipated by 1985 than in the decade preceding 

1977, in parallel with th!! trends of raw material supply and leather output. Since 

the only significant gain in supply will occur in South American cattlehide produc

tion, tanning output and leather consumption in that region will be favored. Net 

consumption in the developing regions as a whole will increase to 31. 9 per cent 

of the world total from Z9. 9 per cent in 1977. Per capita consumption, however, 

will decline in both the developed and developing regions. 

INTERNATIONAL TRADE 

Histodcally, the factor~ governing foreign trade in leather always were, 

and remain, significantly different than in other processed or manufactured prod

ucts. Hides and skins, it will be recalled, are somewhat less than ideally homo

genous and leather can reflect the variability of raw material from which it is 

produced. Si.nee the typical leather buyer is a manufacturer, to whom consiatency 

in leather is a prime virtue, domestic resources were characteristically preferred. 

Leather producers close at hand p~ ovided prompt recourse for quality grieva.ace, 

ahipping delay, style changes, 1tock replenishment, etc. Foreign trade was 
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confined largely to specialties and to certain staples in which buyer confidence 

had been eatablished by accepted commercial standards. India semi-tanned 

akin• were an example of the latter with hug~ volume moving to Europe and the 

u. s. 
More rapid communication ha• facilitated foreign trade in leather, as well 

u in leather products. However, the greatest part of the total trade in leather 

ia conducted among the developed countries. South America and South Asia have 

become important trade factors within the past fifteen years but mainly in semi-

tanned or crust leather. Argentina staged a break-th:ough in this respect by 

overcoming traditional lack of confidence among European and American tanners 

in crust \eather not basically taDJled on their own premises. 

World Volume 

Available data are too inadequate to permit more than approximations of 

global trade in leather and the flows between principal exporting and importing 

regions. National statistics when available are generally stated in value; there 

is no uniformity in description by type, such as rough tanned or finished, or of 

quantity, that is, by weight or area. Estimates in the following table .:ompare, 

in equivalent area, tanning input, exports and imports of leather by d..:-veloping 

and developed regions. 

TABLE Z7 

LEATHER EXPORTS AND IMPORTS - 1977* 

Million Sguare Feet 

Tannery Input 
Total Leather Export• 
Total Leather Imports 
lmporta from Developing CC'witries 
lmportJ from Developed Countries 

Developing Countries 

4,78Z 
l, 016 

15Z 
47 

105 

Sgµrce: F AO, OECD, UNCTAD 

Developed Cowitries 

7,685 
1, 2a2 
1, 931 

969 
962 

The approximation• o! trade volume in Table 27 should be considered in 

lipt of two highly relevant facts. First, only a small percentage of leather 
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exporu by the developing countri£:s consists of finished leather; between 80 per 

cent and 85 per cent ia rough tanned or crust leather selling at a considei'abl.: 

differe.ntial below fiJiished leather prices in developed cou.ntry markets. Second, 

exports from South America aod Southeast Asia accounted i.n 1977 for 83 per cent 

of leather e.xporta from the developiJig sector. 

A tabulation made by UNCTAD, in terms of value, on the sources of leather 

imports by Zl develored market economies substantiates import estimates in 

Table Z7 •. The dollar value of imports by these countries in 1977 came to 

$1, 869 million. Of that total, $596 million was imported from developing co·..m

tries and $1,273 million from other market economy countries. The values given 

ue consistent with footage totals shown in Table 27. 

It is apparent that international trade is composed of two major elements: 

Trade among the developed countries and exports of semi-tanned or crust leather 

from South America and Southeast Asia to the developed countries. To an extent 

which cannot be accurately estimated, the unfinished leather flowing to the devel -

oped areas is subsequently exported as finished leather. 

Eastern Europe in recent years has been an important importer of leather 

from the developed cou.ntries and from Argentina and Southeast Asia. Total im

ports, largely by the USSR, are estimated to have reached 110 million sq. ft. in 

1978. Exports from Eastern Europe are primarily pigskin leather from Yugo

slavia and Poland. Chi.na' s role in leather trade is extremely limited; small 

quantities of pigskin leather have been exported and imports have barely ex:eeded 

sampling levels. 

In broad terms, inte~national trMie i.n leather reached approximately 2, 300 

million sq. ft. in 1977 with a value of roughly U. S. $1, 990 million. About 70 

per ceut of the trade, in value, was conducted by the developed countries and the 

balance was concentrated ill shipments of unfinished leather from South America 

and Southeast Asia. The existing pattern of foreign trade coinc~des with the avail

abilit"{ of raw material in the exporting nations. 
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CURRENT PRODUCTION OF LEATHER PRODUCTS 

Thci'c &i'c few, i.f i!W.'f, e11daves xem&Uiing in the world where leather is 

unfamiliar or not used for some purpose. In that respect fabrication of leather 

products vies with the use of textiles u a universal activity of humanity. Foot-

wear has traditiocally been the major end use of leather and continues to ~s~.':'b 

more leather than all other products combined. However, in the developed coun-

tries consumption of leather in other products has progressively increased with 

the rise in disposable income and living standards. In fact, the survey summar-

ized in Table 28 indicates that in several OECD countries leather usage for foot-

wear has declined to approximately 50 per cent of total consumption. This devel-

opment hu substantial economic significance for several reasons: 

1. Other products compete with footwear for the available leather supply. 

2. Per capita consumption of leathe!' is no longer the exclusive corollary 

of shoe production. 

3. The nature of leather products other thaii footwear and the structure of 

the producing indust· es affects the location of output a.ad of marketing methods. 

TABLE 28 

PERCENT LEATHER CONSUMPTION 

FOOTWEAR AND OTHER LEATHER PRODUCTS 

For Shou For Other For Shoes For Other 

F.R.O. 51,o 49'fo Finland 65'fo 350/o 
BLEU 68 32 Greece as 15 
Denmark 64 36 Norway 72 28 
France 65 35 Portugal 80 20 
Ireland 83 17 Sweden 66 34 
Italy 66 34 Switzerland 70 30 
Netherland• 68 32 Turkey 77 23 
United 1~ in1dom 47 53 Canada 66 34 
Austria 66 34 United States 64 36 
SiJain 70 30 Japan 45 55 

In addition to the foregoing another general tr~.nd deserves comment. 
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The market for products traditionally identified with leather has always been 

pulci.dz.:d into t-w-o broad group~ - vclu...~e good~ for th? ma.5~ market, and better 

grade or higher priced merchandise for a minority of consumers. In many of the 

developed countries the relative proportion of these markets has changed; the 

upper grade market for shoes and other leather products has increased consider

ably, relative to total demand. While this trend is generally a concomitant of 

rising disposable income, it has been abetted in the case of leather products by 

the desire for a natural material and for the prestige identified with leather. Bet

ter grade or higher priced goods tend to de -emphasize mass output and, per con

B:,a, to stress individuality, style, quality and er aftsmanship. 

Finally. shoes and all other leather products are currently exposed to a dras

tic change in the supply and cost of leather. Prediction of the consequences is fal

lible. All that can be forecast with certainty is that consumption of leather will 

equal and never exceed available supply. Several possible consequences are noted 

in the following discussion of product groups. 

Leather Shoes 

Classification of shoe output suffers from the familiar failing of the enti.re 

leather sector: lack of uniformity in national data. In general, it is acc~pted that 

shoes with leather uppers should be cla.Jsified as leather shoes. Many countries, 

however, make no provision for shoes with part-leather uppers and others include 

with leather all footwear except canvas-rubber types. Furthermore, there is a 

wide difference in the upper leather content of sandals and boots, or children's and 

adults' shoes. Despite a probaule margin of error of 2-3 per cent, the following 

tabulation demonstrates the global and regional trends of leather shoe production 

between 1968 and 1977. 

Excluding Eastern Europe output in the developed regions declined; greater 

production in developing countries was a response to rising domestic consumption 

and to expor": possibilities. The latter are discussed in a subsequent section. 



- 168 -

TABLE 29 

WORLD LEATHER SHOE PRODUCTION 

Million Pairs 1968 1977 

Develoeins Countries 574 851 

Latin America 163 321 
Africa 14 28 
Near East 22 39 
Far East 207 289 
Asia, CPE 168 174 

Develoeed Countries 2,295 2,216 

North America 549 349 
Western Eu.rope 803 732 
Eastern Europe 820 1,016 
Oceania 39 38 
Other Developed 84 81 

Total 2,869 3,067 

Source: OECD, FAO, U.S., BLS, U. S. Department of Commerce 

Intra-regional trends show considerable variation. In Western Europe, for ex-

ample, Italy and Spain have expanded output and have become the major shoe pro-

ducers of the area. World per capita production declined in the ten years from 

O. 73 pairs to O. 69 pairs. 

One of the effects of sharply higher leather prices is redesigned shoes to 

eliminate or curtail leather components without compromising the designation 

"Leather Shoe". Full leather linings may be replaced with quarter linings, cellu-

lose or fiber insoles used instead of leather and new styles may be introduced for 

the same purpose. By June, 1979 it was apparent that shoe producers in many 

areas were coincidently inspired to promote stripping sandals and toeless and 

backless styles for women. In top-grade shoes the retention of quality reput;:\tion 

takes precedence over cost cutting and leather price advances are passed tL.rough 

to cllns·1mers. 

Early i.o 1977 there was evid~.oce of a modest revival in sole leather con-

sumption which had been declining for twenty-five years since the introduction of 
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synthetic rubber products. Manufacturers of med\um grade shoes sought to ex-

ploit the cachet of "All Le::i.ther" for their merchandise. '.Lhis tendency was ar · 

rest 0 d by hide price escalation in 1978 and 1979. Currently, the percentage of 

shoes produced with leather soles in the princiFal manufacturing countries is 

estimated at: 

u. s. 12% Argentina 23% 
Italy 48 USSR 11 
Spain 33 India 2 
Brazil 27 France 7 
U. K. 7 F.R.G. 8 

It is ncteworfay that the remarkable succ€ss of Italy and Spain, during a decade 

cf declining shoe o~tput in the OECD as a whole, appears to be linked to unremit-

ting emphasis on quality of shoe components and workmanship. 

In the denlo~eci. countries, diversity of consumer demand is, more than 

ever, a continuous and challenging problem to shoe manufacturers. The era of 

stC\phs, shoP-s which coulci be held in inventory for long periods, has vi.L" .. ualJy 

disappear~d. Fash.ion change has been accelerated by changin5 lifestyles which 

differentiate footwear for dress, work, casual living and a host of sport activities. 

Producers must accommodate their operatio!ls to this milieu, sometimes at the 

sacrifice of economids inherent in long runs of a shoe pattern or model. Modern 

communication assures the rapid dissemination of style impulses throughout the 

world, to developing and developed countries . 

. Leather Uppers 

5pecialized product~on and trade in leather shoe uppers began developing 

several years ago. Boot tops, for example, are cu.t, sevvn and ornamented in one 

cowitry, usually a developing nation, and then shipped to the buyer in a developed 

country fot' lining, lasting, sole attachment and finishing operations. The in::en-

tives include foreign labor cnts, skills or the availability of lea~her abroad which 

benefits from govel·nment subsidy whe.n exported in partially fabricated form. 
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No siaLi:;tics a.Ie available en the !cop'! of produ~tion. Volume in India is 

estimated at 1, 000, 000 p~irs in 1977 and projected by A. D. Pa.rpia at 4, 000, 000 

pairs in 1985. 

Leather Garments 

The gre.l.toe?st development in the entire leather products sector has taken 

place in leather wearing apparel during the last 15 yea.rs. In that period the 

leather garment industry of t!le world has increased production more than 400 per 

cent. A single factor was responsible - the development of techniques for produc

ing garment leather from cattlehides. 

In former years garment leather was produced mainly from sheep and lamb

skins, cabrettas (hair sheepskins), and to a lesser extent from goatskins and 

horsehides, when the latter were still available in commercial quantity. Skins 

constituted the bulk of the supply because they are sufficiently light and pliable 

for apparel. However, their srr.e. ll size is a problem in garment production, re

quiring careful cutting in matching and piecing skins to pattern, and the cutting 

waste tends to be large. Consequently, supply as well as cost of production re

stricted the leather apparel market. But, a technical b1eak-through was achieved 

in the Sixties when it was found possible to produce thin, lightweight and pliable 

garment leather from cattlehides. 

The advantages of suitable cattlehide leather to garment manufacturers are 

obvious. Cutting rest~ictions imposed by the size of skins were lifted; mass pro

duction became possible; market horizons were tremendously extended. Between 

1965 and 1969 output of leather garments doubled and by 1975 doubled again. Cat

tlehide garment leather did not supplant the use of skins; i: expanded the total 

market 30 that currently apparel is second to footwear in total leather consump

tion. 

Leather garments are a general 1.:ategory which is made up for the most pat 

of coats and jackets but includes shirts, vests and L_ ousers. Accurate statistics 
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on Wlit production are ava1b.ble for only a few countries, although approximations 

ca.n be made from reported output and foreign trade values. The estimates given 

below, Table 30 , include garments made of grain a.nd suede leather and of 

shearlings; they do not include garments made of wooled skins by artisans, herds -

men or village enterprise for local consumption in various countries. 

It will be appz.rent that the developing countries, chiefly Argentina, Brazil, 

Uruguay, the Renublio of Korea and Taiwan, are the main producer• of leather garments. 

Large-scale output in these countries began in 1969 and by 1977 the unit ~:>reduction 

in developing areas represented 60. 8 per cent of the estimated world total. Ex-

ports were the generating force in this great surge of development; at least 85 per 

cent of production in developing countries is exported to the U. S. and other OECD 

nations. During the past three years additional developing countries have engaged 

in leather garment production and export to Western Europe and the United States, 

Newcomers include Hong Kong, Turkey, Mexico, Haiti and Colombia. 

An indication of the rapid expansion of garment leather production by the 

developing countries is given by import values of the U. S. the largest consuming 

nation. 

U. S. LEATHER GARMENT IMPORTS 

$ Million 

Total 
From Developing Areas 

1970 

38.2 
11. 7 

1977 

204. 1 
165.8 

Source: U. S. Department of Commerce 

Leather garment production is an outstanding example of development in 

countries generally classified as developing and lacking an indl.!strial base. It 

is important, therefo1 e, to isolate and note the factors contributing to an n.nder-

taking which has thus far been successful by the criteria of development. 

First, in every country the initial impulse and sustained support came from 

buyers, merchandisers and manufacturers of developed countries. Labor cost 
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is an appreciable item in all apparel manuf:icturing. Prior e"tperience with tex-

tile products in the Far East suggested, correctly, that similar cost advantage 
52/ 

could be derived in leather garments. - To gain such advantage it was in the 

interest of foreign buyers to aid development with style information, production 

advice, large purchase contracts and joint ventures. In many instances foreign 

buyers furnished leather or specified the sources from which it should be pur-

chased. 

Second, in the Far Eastern countries both factory facilities and labor skills 

were available by virtue of wdl-established textile garment industries. In effect, 

leather was merely a new material to manufacturers in the Republic of Korea, Taiwan, or 

Hong Kong. Much existing equipment could be vsed and vocational training was 

required only in c-•.ltting. It is interesting to note that large imports of cattlehides 

by these countries were concurrent with mjljor output of leather garments. 

Third, the logic of development was totally different in South America where 

the posith·e factor was the availability of cattlehides and leather. Each of the 

leather garment producing nations in South America is endowed with cattlehide 

supply and modt:rn tanning industry. 

Fourth, in every instance, exc€.pt Hong Kong, various government measures 

played a vital role. These were discussed at length in the preceding chapter and 

include the wide spectrum of raw material export embargo, differential export 

subsidy for manufactured goods, prohibitive import tariffs and outright financing 

of enterprise. 

There is in general a considerable distinction between the character of 

le"-ther apparel produced in the developed and developing areas. A very much 

larger proportion of goods made in Western Europe and North America features 

style and quality for the top-grade market. In the developing countries, production 

is addres::.ed to the volume or lower-priced market, although producers in Hong 

Kong have recently sought to upgrade their products. 
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TABLE 30 

ESTIMATED PRODUCTION OF LEATHER GARMENTS 

1977 - Million Units 

Develoein& Countries 2.1. 3 Develoeed Countries 17.0 

Latin Am~ric a 5.6 North America 3.8 
Argentina* 2.. 0 u. s. * 3. 1 
Uruguay* 1. 8 Wes tern Europe 7. 2. 
BrazH* ]. 6 France* 1. 7 

Africa U. K. ;: l. 8 
Near East 2.. 7 Spain* . 8 
Far East 12.. 0 f .R.O.* . 7 

Republic of Xoreo.* 9.0 Eastern Europe; USSR 5.0 
Taiwan* 3.0 Oceania . l 

Asia, C.P.E. . 8 Other Developed • 9 

World 38.3 

*Included in regional totals. 

Leather usage per garment varies widely; the mean of trade estimates in that 

respect is 2.7 sq. ft. for the range of products throughQut the world. Hence, total 

consumption of leather in apparel was approximately 1, 034 million sq. ft. in 1977, 

or 8. 3 per cent of world leather consumption for all purposes. 

Currently, the absorbing question for garment leather producers everywhere 

1s the uncertain impact of raw material costs on prospective consumer demand. 

After fifteen years of almost wiinterrupted and spectacular growth, hide and skin 

prices pose a crucial test especially for countries lacking domestic supplies. In 

the second quarter of 1979 there were indications of retrenchment in retail store 

orders for leather apparel. However, the level of consumer buying zeal will not 

become evident until September or October. In any event, the competition among 

all leather products for available raw material supply intensifies during periods 

of supply reduction and some degree of adjustment in leather garment volume 

seems probable in 1979 ~nd 1980. 

Leather Goods 

It is not paradoxical that less statistical information exists on the fastest 

growing segment of the leather products industries. The explanation is found in 
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the conglomerate nature of the industry, the character of production, and the size 

of producing units. In the category of "leather goods" there must be included 

handbags, 1loves, wallets and purse accessories, travel ware, briefcases, sample 

cases, instrument cases, waist belts, ornamental boxes, dog leashes and collars, 

bookbinding, desk accessories, sporting goods, holsters and tool kits. Only one 

country, in a periodic census of manufactures, undertakes the formidable task of 

collecting and compiling key economic data for this diverse industry group. 

Based on a survey made in 1978 the following estimates indicate the dimen-

sions of the leather goods industries group in the OECD areas. 

LEATHER GOODS 

Estimated Production and Factory Value in OECD Countries 

1977 - Millions 

Leather Gloves, pairs 
Handbags 
Personal Leather Goods 
Waist Belts 
Leather Luggage 
Other (Includes sporti.vg goods) 

Units Produced 

49.Z 
62.0 

158.7 
144.0 

3. 6 

Factory Value 

Z97 
558 
519 
37Z 

79 
330 

z, 155 

Soµrces: U. S. :i)epartment of Commerce, Foreign Service Reports, 
Trade Publications, Foreign Trade Data, National Trade 
Associations, U. S. Census of Manufactures, Consultant 
Survey for UNIDO. 

Sadcilery or harness products, upholstery leather for furniture or cars are not 

included in the above estimates. It is evident, however, that in the OECD coun-

tries leather goods are a substantial fraction of the total leather fabricating com-

plex. Estimated consumption of all types of leather by the products listed above 

was a?proximat~ly 325 million sq. ft. 

There is no basis for similar product estimates covering developing coun-

tries, Eastern Europe and China. Reports by UNIDO consultants comment on 

leather handicraft traditions and artil an prcrl uction in a number of devebping 
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countrie• but output estimates are necessarily cornpo•Hes ui' deic~iptivs of ;p~ -

cific di8 tric ts . 

In a few prcduct• shifts in output by developing countries are clearly identi

fiable. Ba•eball 1love• are an example with th• R•pu.blio ot l'orea and. lfaiwan preemp'\in , 

a major share of the production which J apa.n had previo'lsly t~<en over from the 

U. S. In th6 Republic of Korea and Taiwan, baaeball glove output in 1977 exceeded 7 .4 

llion pieces. Work gloves, low-priced dress gloves, camera and binocular cases are 

also produced in greater quantity in the P ctcific Far East (\he Republic or Iona, Taiwan 

Hong Kong, Japan) than in any other single region. 

Review of all the available information indicates that a considerably lower 

proportion of leather supply is devoted to leather goods in developing regions than 

in the developed countries. (Estimates of lea~her consumption in products other 

than footwear and iarments are given in the following section.) 

Analysis of trends in leather goods output points up two salient factors: The 

character of the industry and the correlation between income levels and consum[J

tion. 

In addition to the great variety of products the industry is notable for the 

small size of the m.edian establishment. In the U. S. a majority of 1, 760 plants 

have less than ZO employees per establishment. Frequently in Western Europe, 

and even in the U. S., the establishment is a family-owned shop merch3Jldising 

the output of several craftsmen. Whatever the causes, the leather goods industry 

has resisted to a surprising extent the general trend toward concentration and 

mass production in the industrial nations. 

Reference has previously been made to the growing role in leather consump

tion of products other than footwear. Garments are one instance of rapid expan

sion during the past decade and leather goods, in the aggregate, have also exper

ienced significant growth. In the .ievelor>ed countries, rising income levels have 
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been accompanied by marked increase in the con1umption of leather goods. One 

aspect of this consumption trend is notable: The center of market gravity has 

moved perceptibly upward in product grade. 

Other Leather Manufactures 

Tbr,~e classes of product were not considered in the foregoing section, 

namely, indt.,strial leathers, harness and saddlery, and leather upholstered fur

niture and ~ars. ·These are highly specialized types of manufacture with econ

omic characteris~~--s setting them apart from the more general lea~her goods 

category. 

Industrial or rr&echanical leather products consist almost entirely of trans

mission belting, textile machinery leather and seals, washers and packings fol: 

machinery and appliances. Belting for po.ver transmission has been render.ed 

obsolete by direct drive systems and production has virtually ceased. 

Leather pi::oducts for textile machinery remain important and in certain in

stances cannot be replaced. Roller covers for spinning machines, pickers and 

combers for yarn preparation and gill box aprons are produced by textile machin

ery manufacturers or by supply specialists. Volume obviously is directly re

lated to textile production. It is estimated that world annual consumption of 

leather for these products amounts to 9 inillion square feet. 

Seals, washers and pCickings made (>f leather have wide use in almost ?.11 

industry. The products are made to precise specifications cb.emic ally and physi

cally and in hundreds of shapes and sizes. Greater use of hydraulic mechanisms 

and controls ha11 widened the market for these products but the number of producers 

is limited due to capital cost of speciali?.ed equipment and the cost i:>f carrying an 

inventory of thous ands of items to service ind\:stry. Ne industry figures are avail

able on the amount of leather consumed; engineering authorities place the total 

at 12-14 million sq. ft. 
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Productio~ of harneaa, aaddlery and accoutrements is a more vigu.tuu11 iu

duauy than mi1ht be inferred from the decline of the horse for draft purposes in 

the developed world. Iii fact the popularity of riding ha• tilted the demand curve 

moderately upward during the paat t\!n years in Western Europe and North America. 

Fabricatian of aaddlea, bridle• and other leather accessories is a skilled craft 

wi. th great emphasis on quaHty. ~!!it production is meaningless due to the variety 

of product• in the categcry. -..-..;.ue of 1977 production in Western Europe and 

North America ii estimated .:t.t $~5 million and $45 million in South America. No 

reliable information ii available on production in Eastern Europe, the Far East 

or China. The industry is estimated to absorb per annum approximately 400, 000 

cattlehides or in area equivalent, 15, 300, 000 sq. ft. 

Leather upholstered furniture and cars are one cf the larger single items 

contributing to the total of leather consumed in products other than shoes. They 

also illustrate the rise in demand for luxury leather products during the last 

decade in the developed regions. Leather upholstered products are expensive 

becau1e more labor time i.s req\lired than in the application of fabric or other sheet 

materials. Nevertheless, production of leather furniture and leather upholstered 

car1 ii e1timated to have increased by 50 per cent and 7Z per cent respectively 

1ince 1970. In both the furniture and automobile industries leather upholstery is 

a11ociated with top-of-the-line models. 

A product count of leather unit output is not available from either industry 

and camiot be e1timated. However, th.s estimated l 9i7 consumption of upholstery 

leather in Western Europe and North America reached 168 million sq. ft. South 

American consumption is e1timated at 32 million sq. ft. In other re~ions con

sumption appears to have been negligible. 
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FACT-ORS INFLUENCING PRODUCTION AND DEMAND 

IN DEVELOPING COUNTRIES 

Evaluation of development trench and re1ults during the laut fifteen years, 

a period which encompu1e1 significant achievement by 1everal developing coun

trie1 in the leather product• sector, dhclo1e1 highly dilparate trends. In sev

eral instances the1e depart from the classic economic doctrine of compuative 

adv2.!ltage. At the present juncture in the world leather economy, in the shadow 

oi a critical raw material prospect, it is useful to note major factors influencing 

leatter product production and demand in developing areas. 

Leather Supply 

The principal component of leather products is leather. Without adequate 

supply, shoe factories or ally other production enterprises must remain idle. 

Three different routes can be and have been chosen to secure a !eather supfly 

base. 

1. Regions favored by adequate raw material supply have elected progre1-

1ive forward integration by utilizing raw material in tanning and the in manufac

ture of leather products. This ii the course followed by South Ame ca and South 

Alia. 

Z. Other countries have undertaken to import raw material as the base for 

a 1tructure of leather processing and manufacture of shoes and other leather 

products. 

3. A few countries found it possible, with cooperation from partners_ in 

developed areas, to import leather for sub1equent export of leather products. 

Generalization on the relative economic advantages or disadvantage• of the 

above options ii futile. The first course ii obviously soundest in principle, moat 

certain to yield the greatest return in secure development and minimum rilk of 

interrupted production from uncontrollable chan1e1 in supply resources. Which

ever course h cho1en, the viability of a leather products enterprise require• 
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that certain practical problems oe tackled su~ceiifal!y. Tbe~e i!ldud~· 

Management Expertise and Labor Skills 

In the manufacture of leather products, a material of considerable value is 

exposed to consider able risk. Cutting, the first step in every production line fr om 

shoes to key cases, is illustrative becaus6 profit or loss may be determined by the 

yield of suitable pieces from every hide or skin. Excessive cutting waste can des

troy any budgeted profit. The degree of risk grows with every stage of fabrica

tion since more labor and auxiliary materials are incorporated in the p.1'.'oduct. 

More than routine skills are required and managerial experience is essential to 

prevent loss and maximize value of product. 

Not surprisingly, the availability of experience and com par able labor skills 

are associated with the start of successful leather product enterprises in develop-

ing coWltries. Brazil, Argentina the Reoublio of Korea, Taiwan, lnd.ia,and Hong Kong are 

examples. 

Marketing and Distribution 

Efficien y in marketing and distribution can be as vital as efficient production 

to assure con nuity of operations as well as for the sake of economic returns. A 

review of ce ain markets, in which developing countries made their export debut 

several years ago, suggests the need for more planned strategy instead of oppor-

tunistic price tactics. Immediate sales volume can be gratifying but also the 

prelude to fruitless price competition. Buyers who discharge their function prop

~rly must take advantage of such competition and encourage it. That lesson can 

certainly be read from the changing plane routes of retail representatives when 

new production c.:apacity is announced by developing countries. 

Marketing strategy has to be grounded on market information, continuous 

familiarity with costs a.nd prices, demand trends and prospects, technical innova

tio"l&, changing styles and colors. In several developing countries communications 



- 181 -

are adequate aDd manufacturers are as well posteci d:it tb.o::i~ .:0lleag;.:.c:; in deve!-

oped zones. That is not the case generally in the developing regions. In many 

instances~ reliance is placed on sporadic contacts with foreign representatives or 

annual visits to a trade show. These intermittent contacts are not a substitute for 

the constant information which ill11minates market trends and marketing possibil-

ities. 

One consequenc:: of past marketing practice was reviewed at some length in 

the preceding chapter. It is the threat of irr~port restriction in response to the 

sharp rise in the flow of leather products to developed countries. Obviously, the 

problem is of great concern to developing countries and hopefully, the precedent 

of Orderly Marketing Agreements will lead to cooperative internatio: ' solution. 

Footwear and leather garments, which constitute the bulk of leather product ex-

ports from the developing countries, are the prime objects of concern to import-

ing nations. 

From statistical analysis and from obse=vers' reports, it appears that in-

sufficient attention has been g~ven to a g.;;-eat market potential - the developing 

countries. The reasons and the problems are familiar. On the ·)ne hand, in the 

developed cowitries purchasing power is taken for granted and organized distribu-

tion systems are in place. In the developing world, on the other hand, mass pur -

1".hasing power is low and di!!tribution methods are sketchy or non-existent. Never-

theless, marketing activity could profitably be directed to domestic markets to 

develop demand and lay the groundwork for the inevitable growth in consumption. 

Such effort may well become necessary in the not too distant future. 

At the request of UNIDO, a comprehensive report has been prepared by 

ITC on EXPort Marketing and Distr1 but ion of Le;:i.ther ;:il"ld J,e;:ither f>rnducte 
53/ 

from Developing Countries. - The report deals substantively and extensively with 

the main points briefly noted above and suggest marketing strategy and tactics for 
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specific leather product groups. An extremely interesting feature of the report is 

the emphasis given to collaboration of production and marketing to achieve product 

suitability and quality. 

C.APITAL, PRODUCTION COSTS, MANPOWER 

It is a tradition of the shoe industry that successful enterprises were con

ceived by the union of a vigorous sales man, a good designer, a competent fitting 

room foreman and a modest loan from a benevolent uncle. The moral is applicable 

to all the leather product industries with the exception of industrial leather prod

ucts. With the exception noted, these industries are labor intensive. Productivity 

will vary with capital investment in machinery and equipment, but it is also a func -

tion of product design, manufacturinr, process and market or selling price objec

tive. For these r~o..dons any estimates covering capital investment, manpower 

requi.remP..r.ts and costs in the leather products industries can only be broadly in

dicative at best. Any suggesti _ 'l that precise general formulae are feasible or of 

any value would be misleading. 

Shoes 

PI oduction of footwear is an assembly operation whether one worker or a 

thousand are engaged in the sequential process of bringing together all the compo

nents of a shoe. Furthermore, there is no single or st::o_'"ldard system of assembling 

shoes; more than a dozen methods and combinations a.re employed in commercial 

manufacture incl~ding - Goodyear welt, Cements, McKay, Turner, Littleway, 

Stitchdown, V'..llcaL',ized, Injection Molding, etc. Selection of process is, or should 

be, determined by the product desired, volume goal, market objective, available 

skills and capital iimits. In addition to the variables o{ product and process, ini

tial fixed capital req•1irements are affected by whether machinery is purchased or 

leased. Facilities for the latter, which obviously reduces initial capital outlays, 

are widely available. Production cost consequences of purchasing or leasing 
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der !nd on the chare-es imputed to ca:-ital i.uve:Hn1c::ut compazc:d -with !~a;::.::g c~st~. 

Current fixed capital costs, exclusive of building and site, for a modern 

plant intended to produce 1, 000 pairs per day of men's conventional shoes would 

be approximately: 

Machinery 
Lasts, Racks, Conveyors, Etc. 

Welt Shoes ·Cement Shoes 

$520,000 
100,000 

$620,000 

$360,000 
100,000 

$460,000 

These estimates are for plants sufficient!y mechanized to produce 1. 6 pairs of 

sb.oes per manhour. Reductions of 4G per cent to 50 pP.r ce.ot in the estimated out-

lays for machinery and equipment are possible by installing less efficient machines 

or greater reliance on labor for various operations. However, the benefits of such 

trade -off are always to be measured in terms of productivity and manufacturing 

cost per unit. Different weight may be given in developing countries to cost par -

ameters in production for domestic markets and for competitive export markets. 

Calculation of working capital requirements is almost equally elat:ti<.: and 

dependent on the accessibility and stability in supply of lt"ather and other mate-

rials. A factory turning out 1, 000 pairs of men's shoe~ daily will consume at least 

3, 000 sq. ft. of upper leather, including cutting waste. Upper leather alone, 

therefore, would require working capital ;.-t: June 1979 costs of: 

Uncut leather, 30 days 
Leather in Process, 20 days 
Leather in Finished Stock, 10 days 

$180,000 
120,000 
60,000 

$360,000 

Compa.r able supply levels are needed for soles, insoles, heels, linings, thread, 

stays, shanks, counters, boxtoes, etc., to an estimated total of $200, 000. Pro-

vision for wages and other continuous operating expense such as power, freight, 

vehicles and utilities could hardly require less than $100, 000 in workin1 capital. 

In total, th~refore, a minimwn of $660, 000 in working capital wou1d be required, 
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assuming rJntinuous turnove~. In su..n.mary, total capital needed for the plants 

specified would be: 

Fixed Capital 
Working Capital 

Production Cost 

Wdt Factory 

$62.0,000 
660,000 

$1,2.80,COO 

Cement Factory 

$360,000 
660,000 

$1,020,000 

'!hree facts must be emphasized in considering estimates of leather shoe 

production costs. 

l. Leather is the largest and most varia'He item of cost. Other elements 

tend to be much more stable. When leather prices rise sharply, as they have in 

1978-79, the ratio of other factors to total cost declines sharply. 

2.. Labo.r costs vary tremendously both in wages paid and. in social bendits 

normally charged to labor cost. 

3. There is equally great dif!e'l:'ence in the accounting treatment of over-

head, !'elling expense and profit. 

Leather shoes made in plants, for which capital requirem'.!Dts w.?re estim-

ated above, might involve production cost r>er pair ir.. June l 9i 9 as estimated 

belnw. 

Upper Leather 
Other Leather Items 
All Findings 
Production &: Other Labor 
Overhead 
Sales 

Total 

Manufacturing Cost Per Pair 

$6.00 
2.. 2.5 
l. 3~ 
3.60 
Z.70 

• 67 

$16.57 

36. 34'1 
13.6 
8. l 

Zl. 7 
16.3 
4.0 

At leather coftts prevailing •.n 1977, all other costs rernaining unchanged, th~ 

ideutical shoes would have cost $13. 12. per pair with the ratio of labor cost 2.7. 3 

per cent and overhead 2.0. 5 per cent. 
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Shoes similar in style or pattern to the hypothetical example given above 

could be produced for considerably more or less by a similar factory. The 

products would certainly not be identical in quality. Bettei· grade components and 

mot'e labor time raise c.osts; elimi.nati.ng leather soles or othe~ leather components 

a.nd reduced labor time would cut costs. Shoes are produced to fit price grooves 

i.n the muket and production costs must be adjusted accordingly by close budget

i.ng of materials and labor. Currently, shve producers in developed and develop

illg countries alike are subject to exceptionally severe and opposing prt'! -sures of 

retail price re::ista.nce a.nd rising costs. 

Leather Garme.nts 

A plant producing leather garment~ is essentially a clothing fact:ory and with 

very similar capital structure a.nd requirement!f. Investrnt.·nt in fixed assets is 

moderate, in relation to value of output, consisting mainly of st;wing machines 

and technologically simple cutting facilities. Large factories are extended ver-

9ions of small plants with litUe difference i.n mechanbab.!' .i except for more effi

cient conveyor systems. 

Estimates of fixed capital costs vary consider ably because larg~r pla.its are 

often diversified int\l production of apparel other than leather. Allocation of in

vestment in such instances, based on relative volume in different product g":"OUf.1 1 

has been found of doubtful accuracy. Consequently, capital requirements were 

calculat2d !or a turnkey operation in terms of 1979 costs. It is estimated that a 

plant capable ;;>f producing 300 medium grade jackets and coats per day would re

qui!'e $165 1 000 in fixed costs for sewing and cutting machines, finishing and press

i~g equipment, racks, bins, display fixtures and showroom. Factory spac~ and 

site are not included in this estimate since these are usually leased. 

Working capital requirements are considerably greater than initial !ixed 

i.n'1e11tment. Assuming an average of ZS sq. ft. pf'r garrre.nt, daily consumption 

would r~ach 7, 500 sq.ft. or approximately $11,000 for a mix of c~ttlehide and 
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sheepskin garment ~eather. One month's supply of leather, therefore, wouid .l"e -

quire working capital of $330, vOO. Linings, trimming, thread, and other sup-

plies would bring the cost of working inventory to $390, 000. Si.nee the leather 

gument industry is seasonal, shipment of finished goods normally awaits the 

buyers' instructions; carrying finished goods inflates the producers 1 working capi-

!:al needs. The total for the plant described can amount, at the seasona: peak, tc 

$6SO,OOO. 

With the exception of fur-trimmed specialties, the major elements of co~ t 

ill leath~r apparel are leather and labor, and in that order for more than 90 per 

cent of production. High fashion and luxury items may embody detail work bring-

illg labor cost above the value of the leather used. Cost estimates shown below 

apply to a mediu..'n grade, cattiehide leather, full length coat. 

Leather, 30 ::;q. ft. 
LL.Ling 
Fas~eners, Trimmings 
All Labor 
Overhead 
Sa.Les 

Total 

$48.00 
6.00 
3.00 

17.00 
12. 00 
4.50 

$90. so 

Manpower skills, barring cutth."\g of leatl:ier, are int~rchangeable with most seg-

ments of the gument industry. 

Leather Goods 

In the1e branches of the leather p.t'oclucts industry any ganeralization on cari-

tal requirement• and production costs is o: futil~ exercise. The size of establish-

ment range•, as noted previously, from shot,s with several employees to plclllts 

whb several hundred. Machinery has been inti oduced for a number oi operations 

ch.a acteriltic of almoat all leather goods output. Clicking and die cutting, folding, 

edk:. 1kiving, embossing aud tr ans porting goods in p~oces s to work stations. How-

ever, th6 industry is predominantly labor intensi· and virtually every item pro-

duced must be hazidl.ed individ~ally sevf!ral tim~s i.n the course of produ:::tion by 

workers trailled in S?eci.fic skills. 
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produced throughout the wo:'ld than any other l~ather goods. Furthermore, the 

handbag market is more open to volume oucput in a restricted number of models 

than ally other leather products. Both cost and variety of supplementary materi&ls 

are modest and av~_ilable in many areas. These characteristics have been turned 

to advantage in several developing countries wh~re: handbag prai uction and exports 

are substantial. Required expenditure for fixed assets is smd.11 in ratio to value 

of output; equipment consists mainly of simple cutting facilities, sewing and skiv

ing machines, pwiches and riveting devices. Working capital needs are directly 

proportional to volume and cover leather and other supplies, wages and 'Jther 

operating expense. Leather supplies, uncut, in process of manufacture cu.d in 

finished goods will absorb 60 per cent ..,f working capital. A plant geared to pro

duce 2, 000 medium grade bags per week could beg:.n operations with a total iDvest

ment of $150, 000-$200, 000. 

Design and marketing range in importance -vith production expertise becaW1e 

handbags aTe fas.hioll merchandise and the winds of fashion change quickly. Expo.l't 

produ.:ers ill tte Far East work closely with their sales represent~tives or large 

merchandising outlets on selection of c!esign and choice of appropriate leathers. 

Personal leather goods describes a very diverse group of products: Wallets 

for men and women, credit card casea, key cases, French purses and pur1e ac

cesoories, j~wel boxes and a miscellany of other items. All of these products can 

be fabricated iD small enterprile1 where emphasis is give.n to individuc.lity and 

quality as distinguished from mass output of wiiforr.'l goods. Here, too, howe rer, 

design and marketing are of par~niount importance. Small leather goods lend 

themselves to prcdu.ction oi good1 wit~1 a distinct national or ethnic character in 

design or decoration. 
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In developed countries, materials, mostly leather, average 54 per cent to 

60 per cent of total production cost anCI labor and labor cost is approximately 23-

ZS per cent. These r4tios must be regarded with caution since the variations 

according to product and price class are extreffie.ly great. Of all the leGther 

procluct industries small leather goods entail the least investment in fixed and 

workillg capit~. For tl:. at reason, perhaps enterprise in this field could con-

tribute to the develo?ment process as a training ground in leath ... r crafts and 
54/ 

skills as well as industrial management and discipline. -

Luggage and travel products deviate from the general economic features 

of the leather goods induatries in two respect9: First, the high cost of individ-

ual products due to the leather content per writ; second, the large!' investment 

required fer status value of output. Leather luggage, brief cases and portfolios 

are luxury products particularly when leather cc:ts reach levels prevailing in 

1979. At the? price a leather suitcase must command, consumers e~pect all the 

indicia of quality in leather and co!lstru-tion. From the standpoint of manufac -

ture.r and retc-iler, the investment in 'Leather per unit of output is too great to 

jeopardize by oversight in accessory materials or labor content. Proven re-

liability of l'Jource is, therefore, a major merchandisiLg guideline in leather 

luggage and tr av el goods. 

In view .:>f the foregoing and the heavy capital investment required it is not 

surprising trat little effort has been made by developing countries to enter the 

!ield. And under ~xhti.ng supply and cost of leather circu..?tlstances, the times ar1: 

not propitious. 

Leather upholstered products and sa:ldlery are exposed to tLe same prob-

!ems notej above. Wher~ supply perIT'its, ~roduction of these gc.oda for doJT.estic 

conawnption may be n~ce11ary but inveatmeni and tr a.ining for t:xport ".V01Jld be 

.-xtrernely huardous. 
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ENu-USE PATTERNS Ai'4'D SY! ... J"HETICS 

In the precedillg chapter a brief exposition was given of the economic sig-

nificance and role of leather sub!:titutes including synthetics. Those materials 

are less deeired than leather but their use is dictated by price rationing of the 

limited available supply of leather. 

Simila· patt.:rns of end use are inevitable in the developing and developed 

countries alike. Ili the never-ending quest for equilibrium between supply and 

demand, leather migrates to the end-uses where it is most desired and commands 

priority of disposable in::ome. For that matter, centrally planned economies 

may be subject to the same constraints of the market. Accordi.t:"g to recent ac-

counts, prices of certain consumer goods have be-?n raised in Eastern Europe to 
55/ 

world market levels in order to reflect developments in foreign trade. 

Footwear, leather garments and handbags have been the prime focus of 

leather manufacturing activity in the ~.eveloping couri.tries. The economic r a-

tionale i.n each instance is apparent. Snoes are the broadest market for leather, 

historically the most stable, with domestic and export potential and a labor in-

tensive structure. The boom in leather garments meshed fortuitously with the 

experie."lce of certain dev~loping countries in appuel production. Handbags are 

the prerogative of a.: least 51. 8 per cent cf the human race and the production of 

handb~gs is labor intensivE.. 

ln footwear prod..:ctio.r., the developb.g countries without domestic raw ma-

terial supply have concentrated on grades with leather uppers and very little 

leather in other components. Outsoles, insoles, linings, heel seats and so on 

have been replaced by substitutes, chiefly synthetics. 

Althou11h leather garment volume conl:inued to increase th.::ough 1978, sev-

er al devdoping countries in the Far East have begun prod.iction, in the •ame 

factories. of garment. made from synthetic imLations of grain leather. 
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In handbags, also, vinyl and urethane s•:nulations of leather are being used 

in lower price goods where leather was formerly employed by producers in the 

Far Eas'. 

Much less change in end-'.lse patterns is evident in the developing countries 

where domestic supplies obviate the need fo: impor~ing raw material. In th~se 

countries there appears to be a growing tenjency to "trade up", to stress the 

leather content of products and take advantage of the price brackets where leather 

products will be consumed. Leather sales are s~1ll used on a substantial percent-

age of Argentine and Brazilian shoes. Uruiuay anci Brazil have entered the mar-

ket fo1: leather-upholstered products and plastic imitations of leather garments 

have not been offered by Argentina. 

Despite the more favorable supply position of South America and South Asia, 

all developing, and developed, countries must react ill some measure to ~he 

changed dimensions of world leather supply and to the cost consequences. Tb.is 

can be noted dome•tically as well as in production for export. As FAO hae aptly 

noted, " ••• in many developing countries a rapid decline in the use of traditioc.al 

hand-made sandals has been noted, which can be ascribed to their high price vis-
56/ 

a-vis low cost mus produced PVC products."-

TECHNOLOGY TRANSFER AND ADAPTATION 

Review of leather product• output in d~veloping regions and countries leads 

to an unqualified conclusion: There are no barriers to the most rapid diffusion of 

production technology; in sever·al developing cruntries the methods, systems and 

facilitie• for producing •hoes and other leather products are on a par with or su-

perior to counterparts i.n developed countries. The spread and the adoption of 

modern technology ha• progre1aed awiftly in South America and the Far East:. 

It hu been moderately impeded until recently in India by gover11ment control of 
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machinery and equipment imports. China possesses a surprising degree of 

technology but lacks sufficient hardware. In the Middle East progress has been 

modest and desultory. Afri::a lagc;; except for a few oases of industrial output, 

the continent remAins devoted to artisan methods and traditional practice. 

It must be strongly emphasized that the well-springs of technology, the de

veloped countries, have not been reluctant or restrictive sellers. On the con

trary, ag~nts and representatives of the world's leading producers of machinery 

and equipment scan the planet for customers. In fact, those torch-bearers of 

technology have been over-zealous on occasion, promoting and aidi.:ig the financ -

i.og o! modern plants which subsequently were idle or grossly under-utilized for 

lack of raw material and ancillary supplies. 

The lesson to be drawn from the development record of the leather products 

industries is obvious: Tech.oology cannot be foisted upon any social or economic 

complex. Incentives must be present within the country or community profess -

ing desire .r.or modern technology. Supporting conditions must be in pi.ac.e or be 

capable of concurrent development. 

LEATHER PRODUCTS CAPACITIES, DEVELOPING COUNTR1£S 

Current Level of Capacity Utilization 

Shoes and to a lesser extent leather garments are the two products on which 

capacity utilization estimates ca.a be hazarded. These are t,iven in Table 31 on 

the following page. Information on capacity and output of other leather products 

is completely inadequate. 

PRODUCT ADAPTATION AND DEVELOPMENT 

There are few instances of product innovation or adaptation by any of the 

developing coWltries. Product design and construction are almost completely 

derivative from the markets of developed regions. This is hardly s•.irprising 
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'!'ABT.F. 31 

LEATHER FOOTWEAR 

Estim.£ted 
Estimated "L Current 
Capacity Utilization 

(million pairs) _.!2LL 1979 

La tin America 3..:.0 86 
Argentina* 55 92 
Brazil* 170 88 
Mexico* 65 95 

Africa 40 64 

Near East 63 60 

Far East 410 74 
India* 325 76 
Korc!a* ·~2 55 
Taiwan* 38 78 

China 140 54 

Total 993 77 

LEATHER GARME~ 

Estimated 
Estimated 1. Current 
Capac1ty Utilization 

(million units) 1978 1979 

Latin America 9.0 68 
Argentina* 4.0 75 
Brazil* 3.0 65 
Mexico* 2.0 70 
UruguaY* 2.5 65 

Africa 

Near !att 4.0 70 

l•r Bast 20.0 60 
South Korea* 12.0 60 
Taiwan* s.o 70 

Asia, CPE 5.0 40 

* Inclu~ed in regional total • 

. Sources: UNIDO Consultants' Reports; Trade Publications; 
U. s. Foreign Service Reports. 
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since the stimulus to pr~uce beyond domestic needs invariably origwatc:J. i.u th.:; 

developed areas. Mwufacturers and retail buyers from the latter specified 

styles, patterns and construction for export goods. Nuevo Haxnburgo in Brazil 

has recently begun to show evidence of independence in style but for export p·ir

poses foreign buyers retain the po·:1er of decision. 

RESEARCH AND DEVELOPMENT PROGRAMS 

Orga.r..ized research in mwufacturing techniques, product development or 

design, distinguished from chemical or physical research is limited in the de

veloping countries. There is scope for such effort, more particularly in the 

countries with a raw material base which can be enhanced in value by product 

manufacture. At pre~ent, however, t:he only institutes engaged in such activity 

are located in Brazil, India and China. 

SUPPLY, DEMAND AND TRADE PROJECTIONS, 1985 

Regional Variations in Leather Products Industries 

In the developed regions of the world the leather products industries are com

prehensive, involving in varying proportions e".lery type and category of leather 

manufactures. Leather products in different degree a~e an integral aspect of de

veloped :.ndustrial cultures. This is well illustrated in Western Europe where 

every co•llltry manufactur.::s footwear and mo!'t, if not all, the other types of 

leather products. Several countries are pre-eminent in certain products - Italy 

and Spain in shoes, France in gloves, the U.K. in saddlery, Austria in trav~l 

ware and the scale of output in each product group varies tremend'Jusly with each 

country. Nevertheless, in spite of national specialization, a distinct industry in 

almo3t every leather product group continues to exist in every country of the re

gion. Footwear, of course, remains the largest leather industry but, as 
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previously observed, products other than shoes now represent an unprecedented 

share of the region's leather Cl)nsumption. 

In cross-section North American diversity of leather products closely re

sembles output in Western Europe. Imports have dxastically affected the dimen

sions of shoe manufacturing and of regional output in leather garments and hand

bags. However, output in the U. S. and Canada continues to be a well-rounded 

reflection 01 conswner demand for all leather products. 

In both Western Europe and North America the ratio of leather products in 

the medium and upper price br acke~s is greater than in ar,..y other region. Dis -

posable income is the .... auJative factor with interesting consequences for regio.'..1al 

production and trade. These are noted i=. a following paragraph. 

From all available information it appears that in Eastern F-..irope shoe pr'.)

duction is a m()re dominant leather manufactUiing activity than in the otht:r de

veloped regions. Yuglosla·..ria and Poland are apparently .the largest producers oi 

other leather products. Shoe production in the region is .:.lmost one-third of the 

entire wo~ ld output of leather iootwe ar. 

The structure and :.c d.-'lge of leather product industry in Japan is something 

of an enigma for a major developed country and the second largest hi.de importer 

in the world. Shoe output is relatively small, approximately 58 million pairs in 

1978, and roughly one-hill pair per capita. Many other leather products are 

manufactured with heavy concent:i:ation in camera and optical cases, gloves and 

s po!" ting goods. Volume in handbags and personal leather goods is very mod-

erate by the standards of other developed market economies. 

In developing regions significant industrial civer!:iity in output of leather 

products ia evident only in South America and the Far East. Everywhere else, 
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leathtr goocis by artisans and craftsmen is universal but does not contribute sig

nificantly to exports, except via 1:ourists. 

The character, quality and diversity of leather products in South America 

'.U'e beginning to resemble output trends in We:Jtern Europe and North America. 

Rapid progress has been made in Argentina, Brazil, Mexico, Uruguay, Colombia, 

and several of the smaller Latin American countries. Expanded shoe production 

in the region has been followed by growth in leather garment production, handbags, 

small leather goods and ur>holstered products. 

Develof-ment in Afric 1. .!:las achieved very modest industrial production of foot

wear; other leather products remain the province of traditional artisans or dllage 

er aftsrnen. Limitations of leather supply are the endemic problem of the co:ntinent. 

Although shoes are by far the largest leather product activity in the Middle 

East, factory production of other leather goods has become evident during recent 

years. Leather garments, handbags and small leather goods are produced for 

reg:onal consumption and to a limited. extent for export. 

The Far East is kaleidoscopic in the rapid emergence of leather product in

dusti·ies and their shifting locatio ... 1. India produces every variety of leather prod

uct and conducts export trade in footwear, leather uppers, small leather goods, 

sportir.g equipment, and other item:L The Republic of Korea and Taiwan le.i other countries 

in large-scale production of shoes, garments, baseball glo~s and handbags. Hong 

Kong, Singapore, Thailand and Pakistan are newer locales offering produc.;tion cost 

economies and attracting the interest of peripatetic foreign buyers. 

M:inufacturing activity in China is concentrated almost entirely on fo.'Jtwear. 

Small quantities of leather travel ~oods are produced, chiefly for sale hy Chinese 

Government stores in Hong Kong. 
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CURRENT AND ffiSTO:lIC TRENDS 

Several long-term developments, culminating in present trends, have been 

identified in previous sections of this study. At this point they require explicit 

statement prefatory to projection of future r:>roduction and consumption. 

1. The explosion of -::aw material supply in the U. S., beginning in the 

1950' s and ending in 1976, gave enormous impetus to world prodl..i.ction of leather 

products. Until supply recovers, grJwth in worldwide output of leather products 

will be arrested. The adjustment to supply will be effected, alternatively, by 

regior., by country or by product. 

2. '!''he developing regions formerly described ~s major raw material pro-

ducing and exporting areas and which pursued the goal of domestic utilization of 

their supply have, for all practical purposes, reached that goal. 

3. In the developed countries footwear consumption has reached a plateau, 

the economic corollary of replacement demalld. Footwear consumption in devel

oping regions will increas"' . .-ith urbanization and rising income. However, de

mand for leather products other than shoes, in the developed regions, has attained 

major proportions. The resulting distribution of basic supply will be an important 

influence on production of leather products. 

4. New forms of social and economic organization raise new questions on 

the regional and national_ distribution of world supply and the allocation o! 

supply to the various leather products. Only qualitative surmise of the results is 

possible. 

PRODUCTION PROJECTION 

Global production of all leather products, ignoring for the moment volume in 

the different groups, cannot exceed available supply of leather. The following pro

jection of worlc! output of all leather products is indexed to 1977: 



1977 
1978 
1979 
1980 

100.0 
99.0 
97.4 
96.0 
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1985 104 

1981 
1982 
J9&3 
1984 

97.0 
98.0 

101. 5 
102.5 

Patently, the foregoing merely defines in a crude sense the overall limits imposed 

by proJected leather :iU:;>ply. It does not deal with possible changes in quantity of 

leather per unit of product or with shifts in demand between foo~ ar and all other 

leather products or aJllong the latter. For exarn.ple, average reduction of one-

quarter sq. ft. of leather per pair of shoes, would permit production of 8 per cent 

more shoes from a given quantity of leather. Or, a single leather coat is equal in 

surface content to 10 pairs of shoes so that a favorable trend i~ guments will re-

strict supply for othe~ leather products. 

Principal implications of the projection of total leather product output by 

1985 arc: 

1. Grcwth rate of total production will be considerably Jess than in the pre-

ceding decade a3 the result of leather supply limitations. World shoe production 

for example, will increase by only 8. 0 per cent compared with a gain of 11. 5 per 

cent in the ten years ending 1977. The sharp upward trend of recent years in 

leather gai lent output will come to a halt. Moderate growth in cattlehide leather 

garment output will proceed in South America; both the Near East and China will 

process more wooled sheepskins for garments. There will be very little increase 

in production of all other leather goods. 

2. Substitution by synthetics or other materials will increase sharply in the 

lower grades of footwear an~ other traditional leather products. To maintain the 

same rate of per capita leather consumption in 1985 as in 1977, worlc! supply would 

have to be 13. 9 billion sq. ft. The projected supply (Table 11) is only 13 billion 

sq . .t:t., a short fall equal to (). 2 of a sq. ft. per capita globally. A billion sq. ft. 

of market will be filled by substitute:s. 
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3. Changes in the location of production will be minor. The problem of 

raw mat~rial supply as well as existing excess capacity will dampen incentives 

for new commercial production facilities. Expansion will occur mainly in South 

America with greater shoe production in Brazil and Argentina. Eastern Europe 

and the USSR will follow, if the seemingly plannE"d correlation between population 

and shoe output in this area is maintained. China will produce more sheepskin 

garments for export and also become a factor in shoe exports. Also in the Far 

Eas~. Singapore, Hong Kong, Thailand, India 3.Jld Pakistan will absorb some of 

the shoe production and export market developed by the Reoublic of KoreR. And TRiwan. 

Projected unit output of leather shoes and garments is compared below with 

estimated 1977 production. 

TABLE 32 

PftO~TED PROIXT~TIOW; LEATJJIR SHO~S A'PlD JEA'l'HER GAB!mS 

(million pairs and pieces) 

s h 0 e s Garments 
Est. I977 Projected 1985 Est. 1977 Projected 1985 

Developing 851 987 21. 3 24.0 

Latin America 321 400 5.8 9.0 
Africa 28 35 
Near East 39 50 2.7 5.0 
Far East 289 310 12.0 6.0 
Asia, CPE 174 192 . 8 4.0 

Developed 2,216 2,307 17.0 18. 0 

North America 349 370 3.8 3. 5 
Wes tern Europe 732 750 7.2 7. 5 
Eastern Europe l, 016 1,060 5.0 5.5 
Oceania 38 42 . l . 2 
Other 81 85 . 5 l. 3 

Total 3,067 3, 294 38.3 42.0 

No attempt is m~1..ie here to estimate 1985 unit production of all other leather 

products because the scant current data is available only for the OECD countries. 

In comparative terms the fallowing changes are anticipated: 



World 

LeatLer Gloves 
Leather Handbags 
Personal Leather Goods 
Waist Belts 
Luggage 
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Saddlery and Harness 
Upholstered Products 
Other, Including Sporting 

DEMAND PROJECTION 

Per Cent Chang~ 
1985 from 1977 

+ 2. 0 
- 5. 0 
+ 3. 0 
+ l. 0 
- 6. 0 
- 2. 0 
+ 2. 0 
+ z.. 0 

In the preceding chapter it was stresse:C1 that the unique economies cf the 

leather industry dictate the equivalt-nce of leather supply and consumption. Poten-

1.;.al demand nas always exceeded supply and price brings supply and consumption 

into balance. An additional factor, however, is operative in the leather products 

industries. These ccmpete for consumer income (dem~nd) and thereby compete 

for the distribation of leather supply. The latter, of course, is fixed at any point 

in time. 

~ence, projection of future consumption of leather products must o:eflect 

appraisal of the intensity of consumer dc:nand for the different leather products 

and the income levels to satisfy such demand. Greater consumption of leather gar -

ments in one part of the world, for example, might compel cartailed consumption 

of leather shoes elsewhere. 

Projections of leather product output given in the preceding section are, in 

fact, estimates of world consumption by product in 1985. The expected leather 

supply of 12,992 million sq. ft. i.n 1985 will be: distributed among le-.t:her prod-

ucts, globally, as indicated. Consumption, regionally and by countries, will re -

fleet net transfers in foreign trade. 

Table 14, a pivotal statistical statement of this study, anticipates the sub-

ject of total leather product consumption. The pertinent figures from Table 14 

ue: 
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Adjusted for Foreign Trade in Leather Products 

Million~!:!= 

DevelopiJlg Regions 
Developed Regions 

World 

Estimated 
1977 ,. 

3,730 
8, 738 

12,468 

-
29.9 
70.1 

Projected 

1~85 '° 
4,040 
8,952 

12, 992. 

31. 1 
68.9 

Total leather consumption, in whatever product form, will only increase 4. 2 per 

cent by 1985. In developing regions the gain will be 8. 3 per cent and only 2. 4 

per cent in developed areas. Consumption of footwear will be ~e single factor 

responsible for the relative consumption increase in developing countries. 

Million Pairs 

Developing 

Latin America 
Africa 
Near East 
Far East 
Asia, CPE 

Developed 

North America 

TABLE 33 

Wes tern Europe 
Eastern Europe, USSR 
Oceania 
Other Developed 

World 

Estimated 
1977 

76'3 

279 
29 
38 

250 
172 

2, 298 

537 
618 

1,018 
43 
8Z 

3,066 

Projected 
19.JS 

888 

340 
36 
50 

2?0 
192 

2,406 

569 
644 

1,055 
47 
91 

3,Z94 

In per capita terms the projected consumption total fcx 1985 repre•ented 0. 69 

pairs gl<Jbally compared with 0. 75 pairs i.n 1977. World per capita consumption 

ratios will follow the same trend in varying degree. 

Projected total consumption of leather garment• i•, of cour•.e, identical with 

the e•t.imated 1985 output of 41 million unit•. Con•umptio~ will C!ecline for •ever~ 
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FiGURE 11 
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years from the 1977 level but will show a gaia of 7 per cent by ! 985. However, a 

largei" proportion of future output will be ccrrentrated in high~r t>riced grades of 

mercharadise. Estimzted consumption by regions will change only :slightly from 

1977. 
TABLE 34 

arnanD DD PRO..Tn:TBD l&ATlllR O~ COlf SUilPl'IOll 

Estimated Projected 
Million Units 1977 1985 

Developing 3.9 6.8 

Latin America 1. 0 1. 8 
Africa 
Near East 1. 4 2.0 
Far East . 7 1. 0 
Asia, CPE . 8 2.0 

Developed 34.4 35.2 

North America 10.9 10. c; 
Western Europe 14.7 15.0 
Eastern Europe, USSR 5.3 5.8 
Oceania l. 2 l. 4 
Other Developed 2.3 2.5 

Wo~ld 38.3 42.0 

It should be emphasized again that G.emand for leather products will remain 

as vigoroui:1 as ever; world consumption, however, must refl'!ct clvailable supply. 

There will be important and interesting variations in the process of adjustment to 

supply in the developed and developing countries. 

Developed Countries - Projected Consumption and Demand 

Footwear remains the largest leather product in the developed countries ab-

sorbing 73 per cent of leather con~umed in the entire developed area. However, 

signs of maturity are clearly evident both in the trend of total shoe output as well 

as in demand and consumption. This appears to be the case in the OECD and in 

Eastern F.urope. 

Per capita con•umption of lr.ather footwear ha• shown little change in the 

developed regions during recent years, particularly in the market oriented eco:a-

cmies distinguished by high ave .. ;.ge income. The underlying reasons are: 
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l. Whe.n basic requiremerts are satisf· .. eG. and consumers possess a "closet 

inventory," replacement becomes a major ia~tor i.n demand. Style change is often 

cited as a stimulus to sluggish co~s·..unption. However, the results do not seem 

to have been notab'le because the percentage of consumer budgets spent on foot-
57 / 

wear has decl~ned in all the majo~: OECD countries.-

Z. To an important extent shoe requirements are filled by specialty types 

of non-leather footwear. C.:uivas shoes with rubber soles, for exam.pie, carry 

over from their initial sports or play purpos6 to general casual use particularly 

among the yoWlger age grou;>s. As noted previously, when leather footwear of 

this type becam.e available demand proved 3ubstautial, but consumption of conven

!!_o.aal leather shoes was not h~lped. 

3. Declining birth rates and a rise in the average age of population in devel-

oped countries tend to deE-ress per capita shoe consumption. 

Hence, projected 1985 consumption of leather shoes in the developed regions will 

not keep pace with populatiou. 

ConverseJ.y, the very factors noted above are responsible for the diversion 

of more income in the developed cowitries to other leather products. Con1umption 

of leather garments and other leather goods has grown substantially. Developed 

countries consume about 90 per cent of world leather garment production, other 

than sheepskin coats made by farmers, herdsmen or village artisans. Other 

leather goods fall into the same demand category which is identified with high dis-

posable income. The upward trend in demand for these goods during recent years 

mcy become less pronounced, but it will continue as a potent consumption factor 

in developed countries. 

ln summary, the developed nations of the world are projected to consume 

in 1985: 

Shoes - Z, 440 million pairs, or 73. 0 per cent of world consumption 

Leather Garments - 4Z million, or 83. 8 per cent of world consumption 

Other Leather Products - 75-80 per cent o! world consumption 

E 
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Develooill2 CoWltries - Projected Consumption and Demand 

There are no economic tools for estimating or calibrating potential demand 

for leather products. Per ca¢ta gross national product i!'l ~dicative but not 

accurate because humai. wants vary with the level of industrial developm,:nt ar.d 

are affected by geography, climate and social institutions. Consequently, projec

tions for developing regions are cu.u.;;erned exclusively with consumption. It is a 

reasonable presumption that potential demand will be far in excess of consump

tion. 

Footwear consumption in developing countries is still at a low point in the 

erowth <.;Urve which has paralleled industrial and economic progress in developed 

nations. In 1977 pc?r capita leather shoe consumption in the developing regions a• 

a whole was 0. 2.3 pairs compared with a world ratio of O. 75 and 2.. 1 fc::: ~he de

veloped countries. Regional differences are extreme. In Latin America per 

capita consumption was highest among developing areas with an average of O. tl3 

pairs while the data indicat~ less than O. 1 pair for Africa. 

The projection for 1985 assumes growth in footwear consuMption pair age at 

a more rapid rate than in the developed countries. Urbanization and a rise in the 

gross national product of various nations will increase demand. However, a 

large part of the growth is forecast to occur in Latin America as one of the con

sequences of expanding raw m a1erial supply and utilization in that region. Over

all, per capita leather shoe consumption will be slightly lower in the developing 

sector since population growth is predicted to outstrip the modest gain forecast 

in unit volume of consumption. 

Conr.umption of other leather products canuot increase by 1985 since pro

jected shoe output will absorb practically all of the gain in available supply (see 

Table 26.) Output of an additicnal 136 million pairs will require at least 340 

million sq. ft. of leather and the total gain foreseen in the developing regions 

1 
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was 360 million sq. ft. in leather equivalent of raw material prior to foreign 

trade CLnd tanning. I.n short, barring a massive and unforeseen flow in basic raw 

material, or leather, to the developing coUDtries, projected consumption in 1985 

will approximate: 

Shoes - 888 million pairs, or 27 ?er cent of world consumption 

Leather GcUmeuts - 6. 8 million units, or 16. 2 per cent of world 

consumption 

Other Leather Products - 20-25 per cent of world consumptivn 

INTERNATIONAL TRADE 

Current and Histor:ic Trends 

The gross value of international trade i11 leather products has shown a re

markable increase during the past twenty-five years. In that period it is estim

ated that the gain in physical volume increased six to seven fold and turnover in 

"YlOnetary terms rose mor~ than l, 200 per cent. !n footwear, the principal prod

uct, world exports were less than 90 million pairs in 1955 and grew to 527 mil

lion pairs by 1977. 

Several factors responsible for this growth were common to expanding trade 

in many other consumer products: 

Rising income levels in the developed countries with a resulting diversifi

cation of demand; 

More rapid communication, especially the jet plane, thereby facilitating 

the quest for new product sources; 

Intensified search for low labor costs, a prime consideration in manufacture 

of labor intensive products such as apparel, footwear and leather goods. 

But, a unique development coincided with the foregoing general causes to increase 

consumption and spark trade growth in leather products. It has been refer:ted to 

previously in this study - the phenomenal increase in cattlehide supply beginning 
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~ tho:; SC' z ~d :::~:::.ti:::.t:i:::.g ~ti! 1977. P~rnaps for th~ fiT<:it tim,. in modern his -

tory growth in cattlehide supply outstripped population increase. Two conse -

quences cannot be overlooked: 

Fir.11t, cattlehides were cheap in relation to the general commodity price in

dex for an extended period. Between J.955 and 1970 hides averaged less than !Sf 

per lb. and the latter was the forty-year aver age prior to World War II. 

Second,. low priced hides highlighted manufacturing costs in leather and 

leather products, especially labor rates, and stimulated new production in low 

wage areas. Buyers from developed countries were a major factor in expanded 

shoe production by Italy and Spain or the establishment of new leath-::r product 

enterprise in Brazil, Argentina, Korea, Taiwan, Hong Kong, and other develop

ing nations. 

Initially the expansion of foreign trade in leather products was confined to 

the developed world; by 1965 developing countries began to participate with sig

nificant exports to developed countries. However, the number of developing 

countries involved is limited. The Republic of Korea, Brasil, Argentina, India, Taiwan, 

Hong Kong and Singapore accounted in 1977 for more than 85 per cent of devel-

oping region exports to the wo:r:ld. 

By 1979 the upward trend LJ. world leather product trade flattened out and 

exports by developing countries without indigt'nous raw material supply began 

to decline. 

World Trade Data 

Analysis of world trade in leather products is subject to somewhat lesser 

problems than compilation of basic supply and production data in the leather sec

tor. Ir many cases it is possible to compare figures of the exporting and import

ing countries to resolve data discrepancies. Nevertheless, the problems are 

!Jerious and can only be properly met by international adoption of more exact and 
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uniform product classification. In too many cases present official customs tal-

lies are guided by the doctrine of 11 similitude", lumping plastic goods with leather 

products of the same general character. UNCTAD notes, for example, with re-

spect to Travel Goods, Handbags and Simiia.r Articles (SITC 831) that not all of 

the products belonging to this product group are made of leather, but "the conven-

tional international trade statistics do not distinguish the product group by raw 
58 I 

materials used".- A total of $1, 216 million is cited as the 1977 import of 21 

developed market economies, which would make this product class second only to 

footwear in value. In point of fact, much less than half the doll. ... r value given is 

in leather goods; plastic and fabric items coni~-:;~ the bulk of the reporteri total. 

Inaccuracy also stems from trade comparisons in value without reference t0 

Eysical units or adjustment for price change. Such comparisons can be mis -

leading with respect to trends in total trade volume as well as the differences in 

character of goods from different origins. 

The following table summarizes v1 orld trade in leather products by units, 

wherever possible, and by value. Adjustments have been made to UNCTAD 

compilations to eliminate non-leather products from SITC 831 since leather is a 

minority interest in that cate~ory. Also, volume figures given under 11 Leather 

Garments and Accessories" cover garments only; information on volume of acces-

sories is completely inadequate. 

It is apparent from Table 35 that footwear represents 70 per cent in value 

of world trade in all leather products, followed by garments with 15 per cent. 

The balance is distributed among the variety of leather products tJreviously des -

cribed in this chapter and generally grouped in a few arbitrary customs classi-

fications. It is also obvious that Table 35 can be taken as the composite of world 

import trade in leather products during 19:7. 
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TABLE 35 

WORLD EXPORTS OF LEATHER PRODUCTS in 1211 
(Million Uni ts and $) 

To Developed To Developing Total 
From Countries Countries Exports 

FOO'l'WEAR. 

Developed, prs. 459 25 48'+ 
Value, $ 3,420 186 3,606 

Developing, prs. 153 9 162 
Val~, $ 720 35 755 

World, prs. 612 34 646 
Value, $ 4,;.40 221 4,361 

LEATHER GARMENTS AND ACCESSORIES* 

Developed, units 9 1 10 
Value, $ l..08 27 435 

Developing, units 18 18 
Value, $ 516 4 520 

World, units 27 1 28 
Value, $ 924 31 955 

ALL OTHER LEATHER PRODUCTS** 

Develope.1., $ 635 39 674 
Developing, ~ 243 35 278 

World, $ 878 74 952 

To ta l, A 11 Pro due ts 

Developed, $ 4,463 252 4,715 
Developing, $ 1,479 74 1,553 

World, $ 5,942 326 6,268 

* Unit volume for Garments only. 

** Includes Industrial Leather, SITC 612.1; Saddlery, tii2.2; Manufacturers 
of Leather, N.E.S., 612.9; Travel Goods, Handbags, etc., 831. Adjusted 
to eliminate estimated value of n~a-leather products. 
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FIGURE 12 

WORLD TRADE IN LEATHER PRODUCTS 

MILLIONS OF DOLLARS - 1977 

EXPORTS 
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ucts totaled $1, 893 million. The distribution between developed and developing 

regions compares as follows with the co.-responding 1977 data: 

1970 % 1977 % 

Exports oi Developed Regions 1, 709 90.3 4,715 75.2 

Exports of Developing Regions 184 9.7 1, 553 24.8 

Total i, 8c;3 6,268 

This striking increase in overall volume and the sharp gain in the status of 

the developing countries requires detailed discussion. 

Trade Trends in Developed Regions 

While a substantial part of the expansion in world trade is attributable to the 

higher prices of raw material and rising production cost, physical volume did 

increase greatly. In footwear, alone, for exaniple, it is estimated that in 1977 

world exports grew by nearly 500 pe.: cent since 1961 and by 95 per cent since 

1970. Within the developed regions shoe trade volume reflects a huge shift in 

production from the most highly industrialized nations in developed countries with 

more abundant labor re sources such as Italy, Spain, Portugal and Greece. Prin-

cipal leather shoe importers in the developed world are: 

Million Pairs 

United States 
F .R .G. 
BLEU 
Netherlands 
U. K. 
France 

Principal exporting nations were: 

Italy 
Spain 
Portugal 
Greece 

1977 

164 
81 
20 
19 
18 
12 

1 73 
56 

5 
5 
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Total 1971 lea~:.er shoe production in North America a.nd Western Europe in 1977 

amc.unted to 1, 081 million pairs while apparent consumption reached 1, 155 mil

lions. When the comparison is expanded to include the otheJ: developed r~gions, 

the net production deficiency reached 82 million pairs. That gap was filled by 

imports from developing countries; the United States was the principal buyer; 

Korea and Brazil were the major suppliers. 

Compilation by UNCTAD of 1977 footwear trade flows in value confirm the 

above observation. 

SHOE EXPORTS OF DEVELOPING COUNTRIES 

TO 21 DEVELOPED MARKET ECONOMIES 

Million Dollars 

From To: u. s. All Other DM£ 

Korea 278 111 

tlrazil 119 56 

All Other Developing 82 109 

479 276 

Total 

389 

175 

191 

755 

Other developing countries exporti.n& more than $10 million in foctwear to all des

tinations were: Hong Kong - $42 million; Mexico - $26 million; Uruguay - $23 

million: !.adia - $22 million; Argentina - $21 million. It would appear from the 

foregoing that a single country, the U. S., is the bulwark of the footwear export 

market for the developing regions and that one country, Korea, enjoyeJ 58 per 

cent of that export market in 1977. 

On the otber.eide of the footwear ledger,the developed countries exported 

$186 million in 1977 to developing nations, mainly Nigeria, Algeria, the Libyan Artb 

Jamahiriya, Hong Kong and Singapore. Of the net import deficit on footwear account with 

the developing regions, amounting to 1569 million in 1977, the U.S. represented 1479 

million. 
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to $3, 606 million or 82. 6 per cent of the world export volume. Major exporters 

were: 

Italy $1,635 
Spain 387 
France 233 
Yugoslavia 220 
Germany 191 

Trade volume in leather garments and accessories produced by developed 

countries was less than the value of import from developing areas. From Table 

35 it will be noted that developing countries shipped $516 million to the developed 

zones in 1977 and that the latter exported $435 millic.n. Principal exporters 

among the developed countries were Italy, Spain and Yugoslavia. Imports came 

from Korea, Hong Kong, Uruguay, Argentina, Brazil, Mexico, Taiwan and sev-

er al other de·:eloping nations. b this product group as in footwear t~1e U. S. 

was by far the largest buyer accounting for more than a third of the impons from 

developing countries. 

Trade volume in leather products other than footwear and garments can only 

be approximated as a result of the classificatim problem previously noted. Table 

35 attempts to correct the deficiency and provide a more realistic measure of vol-

wne than indicated by such blanket categories as "Travel Goods, Handbags and 

Similar Articles" which includes vinyl, cloth or straw items as well as leather 

products. 

In several products referring explicitly to leather, such as saddlery, ma-

chine belting, or cut shoe parts, the trade data is reliable. The proportion of 

world trade by the developed countries i.a these goods is highc~ than in footwear. 

However, it is regrettable that the t;-end of world trade in personal leather 

goods and leather handbags can only be estimated because these are the most 
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important of the seconauf leather 9roducts. Developed countries' share of the 

export market in handbags declined appreciably between 1970 and 1977. T~at 

trend cor.tin•.ted in l cna with shipments increasing fro~ the Fc:.r East and Latin 

America. Italy and Spai.Jl alone among the developed countries achieved gains 

in exports. 

Developing Countries 

Two aspects of leather product trade by developing coontries are noteworthy: 

First, an extraordinary proportion of these countries' exports moved to 

the U. S. In 1977 the U. S. received 63. 4 per cent of footwear shipments, 50. 6 

per cent of leather garment and accessory exports, 46. 7 per cent of travel goods 

and hand~ags, 35. 9 per cent of leather manufactures and in baseball gloves the 

ratio was undoubtedly 100 per cent. This export concentration was evident at the 

earliest stages of manufacturing and export development and persisted through 

1978. Whatever reasons may have favored emphasis on the U. S. market at the 

inception of new enterprises in developing countries, the absence of greater sales 

diversification spells economic risk. 

Second, and equally striking, is the minimal volume exported to other devel

oping countries. In footwear the percentage in 1977 was onlr 5 .5 per cent, in 

garments, etc. , 1. 0 per cent, tr av el goods and handbags 8. 2 per cent and 8. 6 
59/ 

per cent in leathc..: manufactures. - Preponderance of sales to developed mar-

kets is to be expected, particularly du.ring the early stages of the development 

process. However, the continu:?d absence of significant trade in leather products 

among developing countries as recently as 1977 is somewhat difficult to explain. 

Fiually, the bulk of leather product exports by the developing regions was 

carried on in 1977 by a small number of countries. 
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TABLE ~6 

LEATHER PRODUCT EXPORTS* 

Selected Developllig $Million '!. T ot&l Developllig 
Countries Export• Cou.Dtry Export• 

Republic of Korea 668 43.0 
Hong Kong 2.29 14.7 
Brasil 208 13.4 
Uruguay 72 4.6 
Argentina 59 3.8 
India 48 3. 1 
Taiwan i3 2.. 8 

Total 1,327 85.4 

All Developllig Countries 1,553 

* Adjusted to t:liminate non-leather products from UNCTAD 
compilation. 

The remarkable implication of Table 36 is self-evident: Three countries 

accowited for approximately 70 per cent of the developllig regions' leather prod-

ucts exports iii 1977. Other developing nations have also expanded output ari par-

ticipated in the export market but aggregate volume minus t!M Repablio or Iona, Brasil, 

m Hon« ?.on• .ould. not tenif7 to banllle ohmlp in world trade nova. 

Brazil ex'!mplifie• complete, and purposeful, integration in the use of large 

domestic raw material supply. Cattlehide exports are embargoed; differential in-

centives encourage production of flliished leather and the manufacture and export 

of leather products. The RepW>lio of Iona mid Rong long, on th• oth•r hanil, mat rel~ al.8o1Jt 

entirely on the import of raw material and leather as well as the other supplies 

required for tanning and manufacturing. In view of these varied circumstances it 

ii difficult to isolate the common factor cf outstanding achievement in the leather 

prooucts sector. Most observers are inclined to agree that a key factor is com-

ooeed of urban centers, a large labor force familiar with induetrial routines and 

discipline, a.nd low wages. In the Republic of Korea, government financial aa•ill'tanc~ has 

undoubtedl7 bffn helpful to Korean entrepreneurs and their foreign aHociatee. 



- 215 -

On a smaller scale Taiwan has follow~d the patterns of Korea - importing 

raw material to produce leather a.iad leather products. In Taiwan also, governLnent 

measures have helped finance new enterprise and enc~uraged ~xpansion. On a 

much smaller scale several Caribbean countries appear to have elected a similar 

course, importing hides for ultimate sale of fabricated products in the U. S. The 

Dominican Republic, Jamaica and Honduras a.re exaznples. Everywhere ~lse in 

the developing regions. the utilization of domestic supply seems to be regarded as 

the basis for existent or eventual fo:.reign trade activity. 

CONCLUSIONS AND MAIN DEVELOPMENT ISSUES 

Hides and skins are tanned to be consumed as leather products. The final 

import of this study1 therefore, is -where are the goods produced, where are they 

consumed and what are the prospects for change in either respect? Preceding 

paragraphs have indicated the relevant current facts: 

The last decaC.e has witnessed substa.ntial _,rowth of world production and 

trade in leather products. By 1977 total trade volume exc.eeded $6, 000 million, 

roughly twice the aggregate value of 1970. Growth in footwear, the primary article 

of leather product commerce, was amplified by sharp expansion in leather gar -

ments and in other leather products such as handbags and small leather good~. 

LEATHER 
FROM 

PRODUCT 
DEVELOPING 

FIGURE 13 

EXPORTS 
COUNTRIES 

MIL.LIONS OF DOLLARS -1977 

TOTAL _1,553 
100% 

UNITED STATES 
AMERICA 

890 
57.3% 
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Developed countries remain..:d the nexus of both imports and expo1·ts. Export 

volume of these countries wa9 almost entirely with other developed nations and the 

shipments of developi.llg areas was also directed to the developed regions, primarily 

North America. Iii foreign trade, at any rate, developing countries do not seem to 

have addressed marketing effort to their economic compatriots. 

Although the total foreign trade position of the developing countries grew 

sharply, generalization on th.? score is fallible. Examination reveals that the 

grf'atest part of the increase was concentrated in a few countries. Moreover, a 

single foreign market, the U. S. , has been the central focus of tr :ide expansion by 

the developing group. 

Two lines of development mark the growth of production and trade in leather 

products by the developing countries. One is based on the utilization of domestic 

raw material as a primary avenue of industrialization. The other is based on the 

import of ra.w material and the utilization of labor to produce competitive goods 

for export. There can be no exception taken to either course on any grounds other 

than economic viability. 

PROBLEMS AND PROSPECTS -

LEATHER PRODUCTS IN DEVELOPING COUNTRIES 

For the next few years supply will be t~e dominant problem of developing na

tion• as well as the developed regions. Countries favor~d r: adequate availa~le 

supply will be able to sustain output of leather products and exploit potentials in 

foreign trade. The countries which must compete for scarcex raw material supply 

will encoUDter serious problems in maintaining output and trade levels reached by 

1978. Countries in this group are Korea, Hong Kong, Taiwan and the Philippines. 

An indication of the new problems generated by changing raw m<1terial supply 

circumstances surfaced duri..ig the early months of 1979. Hide importers in the Republic 

of lore&, maillly tanners, we£e unable to accept delivery of a large quantity of 
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imported hides, repox-tedly more tilan 700, 000, ~eady ~ceded :.=d on th~ pi"rs 

of port. in the Repablio of Iona. Pre..Ul7, faoton reaoond.ble vere bck of wrking 

capital, non-availability of bank financing and dislocation of the cost structure of 

leather products due to record bide price•. Default 011 this scale i• unprecedented 

in world hide trade. 

It ha.a previously been indicated that the llepablio of Iona a:nll Hem~ long aooountecl for 

more than 50 per cent, in value, of all 1-.ather product exports by developing coun-

tries. Both countries as well u Taiwan are the most exposed of all developing 

areas to raw material difficulties since their dome.tic supplies are completely 

inadequate. At best, therefore, it seems certain that the growth of recent years 

ill leather product output and export marketing will be suspended. .?..eduction in 

output by the supply deficient countries is probable. Types of goods which will be 

affected are leather shoes, garments and handbags. 

A possible straw in the wind is given by the U. S. shoe import statistics for 

the fi.z1.t half of 1979. In that period shipments from Italy rose to 53. 8 million 

pairs compued with 2.9. 2. million in the like months of 1978. Conversely arrivals 

tnm the Rel)Q.blio of Iona wre .,.. 4 llillion pair• l••• than pemittecl un4er '\1'• U.S. 

Orderly Marketing Agreement with that country. 

Supply limitations will constrain significant production growth in other Asian 

countries. In all of these, utilization of domestic raw material supply had reached 

100 per cent by 1977. However, diversion of C'utput from domestic consumption 

and export of leather to export mazketing of le.ither products is both feasible and a 

distinct probability. India, Pakistan, Thailand, Bangladesh, Sri Lanka will in

crea•e their export of leather product• during the next six years. For the most 

part this will represent a shift in production for the sever al developing countries 

dependent on import of raw mate.rial or leather fro1a maziufacture of finished 

products. 
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availability of sheepskins -hair ski.ns in Iran aJidwooled skins in Turkey. The 

latter country has made progress in output and export sale of sheepskin garments. 

Improvement in skin quality could lead to substantial increase in the marketing of 

Turkish garment production. Trade forecasts in Western Europe and the U. S. 

anticipate continued demand growthfor garments using wooled sheepskins a'" the 

equivalent of fura. Iranian hair sheepskins are valued for grain garment leather. 

However, production of garments in Ir an is minor; recent political events inter

•upted planned joint ventures with developed country interests in leather garment 

production. How~ver, the potential remains; under conditions more favorable to 

new enterprise, Iran could become a major producer and exporter of leather gar-

ments. 

Problems i.n Africa have been enurr .. erated at length in Chapter II and pros -

pects for growth in leather products are dirr. Unless basic supply improves, in 

quantity a.ad quolity, the continent cannot become a ponder able factor in production 

or marketing of leather products. 

South America i~ the developing region with th~ brightest prospects for growth 

d c..utput in leather products. Cattlehide supply in Brazil and in temperate South 

America will increase sharply in ccming years. Modern facilities exist for produc -

tion of leather and leather prod'i.1.cts. Both manufacturing and marketing expertise 

have been developed, and an industrial labor force exists in most countries of the 

region. Any errors i.n forecasting the future status of South America as a center 

of leather product output and export a.re likely to be on the low side. 

In summary: With the exception of South America, the curve of total leather 

product manufacturing and export marketing by developing countries will not rise 

during the next few years. Raw material and leather supply will be the crucial 
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limiting factor. Certain countries wholly dependent on raw material i~--iports may 

have to curtail production. Other countries possessi.og domestic supply will in-

crease output and export sales. In the aggregate, excapting South America, ape-

riod of rapid growth in production of shoes and other leather products by develop-

ing countries has come to an end. It may resume when and if world raw material 

supply once again shows signs of positive growth. 

INTERNATIONAL TRADE; 

TARIFF AND NON-TARIFF BARRIERS 

In Chapter lithe issue of trade restrictions was discussed at l~ngth with spe-

cial refe1ence to the possible consequences of retaliatory escalation. Non-tariff 

barriers in hides and skins, leather and leather products were noted as clear in-

stances of dangerous trade restriction. At this point, a brief review of compara-

tive tariff rate9 will clarify the extent to which import duties are nominal or irn-

posed to foster or protect domestic industry. 

Table 37 includes the principal countries involved in hide, leather and foe.it-

wear trade, the major trade categories in the sector. Although far the sake of 

simplicity :rates are net given for other leather products, the table plainly defines 

tariff policy of the cowitries listed. It should also be noted that, t~e developed 

countries are committed to the Gener al Syatam of Preferences, of vhioh A.I.most Rll 

developing countries are beneficiaries. 

TABLE 37 

TARIFF RATES-IilDES, LEATHER AND FOOTWEAR 

Per Cent 

Country Hides Leather Footwear 

Argentina 10 10 55 
Australia Free 0-15 Free - 22.5 
Brazil 120 160 170 
Canada Free 7. 5-12. 5 25 
European Community Free 8 8 
India Free 60 100 
Japan Fre 20 10-30 
RepW>lio ot lorea 40 60 
Mexico Fl'e ... 10-22 10-40 
United States Free 5 Free - 20 
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Wi.~ the e:ceptfo.n of Japan th~ duties of the developed countries can be char -

acterized as low or nominal and they are MFN rates applicable to developed and 

developillg countries alike with the GSP benefit gr anted only to developing countries. 

Tariff rates imposed by Japan are somewhat pointless since the country maintains 

a rigorous quota system under which only the most llinieou.le quantities of leather 

and leather products can be imported. Duty rates by all the developed countries 

are now subject to further reduction under the multilateral trade agreement en-

dorsed by GATT signatories, April 1979. 

The record of trade development in leather and leather products, as well as 

the tariffs listed above, S\!pport the conclusion that import duties of the developed 

nations, except Japan, a.A:e not a barrier to trade. Pertinent fa<..ts are simple 

enough to obviate elaborate exercise in weighted averages or calculation of "effec-
60/ 

tive rates" as opposed to "nominal rates".-

It is estimated th~.t the trade volume of the developing countries in the above 

table exceeds 75 per cent of total volume by all developing countries in leather and 

leather products. Tariff rates of the countries listed are Ulliformly higher than 

rates of the developed natiai s. Duties on raw bides by Argentina and Brazil are 

parts of a system intended to stimulate domestic production and promote the export 

of semi-manufactured or manufactured goods. The Korean duty of 30 per cent on 

raw hides is subject to a drawback provision on the imported content of export 

goods. Since virt.ially all the output of leather shoes a..nd other leather produ:ts 

in Korea is destined for export, and 90 per cent of hide supply is imported, the 

rate shown is fictitious. 

Disparity in tariff rates between developed and developing national entities is 

generally recognized as one of the aspects of the development process. At the 

stage when a country's industrial classification is .no longer obvious, pressure 

will mount for reciprocity in terms of trade. For example, until March, 1979, 
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the A~ge??.ti!!e duty on leather U1as ?O p<er c::~nt :ind wa~ thPn rPch1cPd to 10 per cent. 

However, the b~ on hide exports by Argentina continues to assure a domestic 

price for leather which effectively precludes imports. The Republic of Korea ia ano·i;her 

country to which the appe.i.lati-:>n of "developing" may not be deemed accurate by 

trading partners. 

On the whole, existing and prospective tariff rates are a lesser danger to 

sound trade than the proliferation of non-tariff barriers. Several of these with a 

bearing on hides and skins were discussed in Chapter U, but a broader statement 

of the issues i.n the leather and leather products economy is desirable. 

Non-tariff barriers are not confined to publicly posted :restrictions on the 

movement of goods across national borders. The forms and the methods used to 

gain trade advantage and to frustrate equitable competition are legion and range 

from outright embargoes to quota systems, direct or indirect subsidies, differen

tial export ta.xes, special exchange rates, allocation or contrcl of raw material, 

currency control, etc. Denial 0{ access to raw material can be just as potent a 

trade barrier as the er ass prohibition of manufactured imports. 

For the first time the complexity of NTB's and their danger to the structure 

of foreign trade was recognized in the Tokyo Round negotiations. Provisions 

adopted will, at the least, highlight such practices as the leather import quota 

system of Japan or the export subsidies of several South American countries and 

provide negotiating recourse. There is not, however, any resolution in sight of 

problems posed by countries where foreign trade is exclusively a government func -

tion and market criteria of value are absent. 

It has previously been stressed that several developed countries have inno

vated a dramatically new approach through Orderly Marketing Agreements with 

leather product exporting nations. This concept of sharing market growth is ba

sically a response to production stimulated by some type of open or indirect sub

sidy. Such aid is clear and acknowledged by India; in other countries more 
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complex methods are used ta encourage leather product exports or to restrain im

ports. Special financing through Sta"Le banks is a .favored device in several Far 

Eastern countries. 

Problems due to differences in technical standards or health and sanitary 

regulations are minor in the leather and leather products sector. These are cus -

toms trivia which do :oot impede the flow of trade among developed countries or 

between developed and developing regi0n .... 

The core issue of non-tariff barriers a.rises from the differences between 

market oriented enterprise and government supported or subsidized production 

and exports. In the long term that difference must be bridged, resolved or adju

dicated; OMA's are a forward step, but are only provisional in the long term. 

Viable trade in leather and its end products requires reciprocity an<' equality in 

terms of trade among trading partners. 

INTERNATIONAL COOPERATION MEASURES 

Developments in 1978 and 1979 have cleared the stage for a new approach to 

the problems of the entire leather sector from hides and skins to finished prod

ucts. kisconceptions and illusions spawned during the last two decad£:s have be~n 

succeeded by forced recognition of hard facts: Supply is finite; expansion in output 

and trade cannot be taken for granted; increasing and improving raw material re

sources is the common concern of all cowitries. 

Against this changed background, international cooperation need not be a 

vague ideal. It can be a practical and profitable undertaking grounded in realistic 

self inter est of all leather producing and consuming nations. The approach and the 

mea~ures on which international cooperation can be built were detailed in Chapter. 

II wider the general hec..ding of ''Strategy For Action". The necessity of the cooper

ative measures suggested there is reinforced by the examination in this chapter of 

manifest problemL n the leather and leather product industries. 
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ANNEX I 

CURING HIDES AND SKINS 

The subject of hide a.lld skin curing is interesting and important for tech

nical cuid economic reasons. With regard to the first, the facts are generally 

familiar. Hides and skins are_ perishable and if not treated to prevent putre

faction they decom?Qse within hours after removal from the animal carcass. 

Since tanneries are usually tocated at considerable distances from slaughtering 

points, hides aJld s!<ins must be protected against decay during transit an~ stor

age, and the latter may take months. Treatment to prevent decay is wiiversally 

described as curing, and the purpose is to create a chE'mical environment in 

situ where p?'otein-destr:>ying organisms cannot survive. 

Probably the oldest method of curing was air drying; this is still practiced 

in hot and dry climates. Bacteria which need moisture for reproduction are thus 

rendered inactive. Drying cannot be precisely controlled and, therefore, the 

quality of hides and skiJls cured by this method tends to be variable. 

Far superior quality in hides and skins is achieved by using salt as the 

principal curiJlg agent. Until 20 yeazs ago, salt curing was practiced by liter

ally salting hides individually. Hides are first washed and then sp~ead hair side 

down with a substantial coating of granular ~alt placed on the fle!'!b. side. Addi

tional hides aze then superimposed, each being liberally covered with salt. 

Piles up to 7 or 8 feet high aze thus built and in the course of the curing period, 

the salt dissolves in the hide or skin moisture and thereby thoroughly penetrates 

the substance of each hide or skin. For cattlehides, thorough curing requires a 

period of 30 days. 

Salt curing is accomplished much more rapidly at µresent by the use of 

brine solutions and mechanical agitaticn of hide~ and skins. Washed hide• are 

placed in large tanks termed raceways which contain a concentrated salt solu

tion. Co::adnuous agitation results in effective penetration of the sodium chloride 



solution within 12 hours. After removal from the raceways the hides are spr1n

~ed witii salt ~s a safety measure and are then ready for shipment to tanneries, 

effectively protected against decay. 

Other methods and !ystems of protecting hides and skins during the tim\! 

they are in st0rage or in transit to tanneries have been proposed and tried. 

Thest: include freezing, solvent dehy :ration and the application of biocides to 

prevent bacterial growth. No method, however, has been foWld as effective or 

as economically feasible as brine curing. 

An economic aspect of cha11g-. in curing practice from wet salting to brining 

deserves attention. When hides were salted and held in cure for 30 days, one

twelfth of the a.inual hide supply of a given area was i.n packers' inventory. Adop

tion of brine curing, in North America and by large slaughtering establishments 

in '1 es tern Europe and South America, has eliminated the inventory of hides in 

process of curing. In the United States it is estimated that during the past 15 

years brine curing released approximately 3 million cattlehides from inventory, 

thereby temporarily enlarging available supply. 

With the adoption of brine curing, packing plants were able to dispense with 

the hide cellars in which hides were stored during the curing period. Elimi~ i.tion 

of the inventory of hides being cured has tended tC' exaggerate price volatility. In 

modern packing plants hides must be sold promptly and sales cannot be regulated 

in accordance with the state of demand. Inelasticity of supply from the sellers' 

viewpoint contributes to price instability arising from i.nelasticity of supply from 

the tannera' standpoint. 



ANNEX II 

THE TANNING PROCESS 

The purpose of tanmng as noted in the text is conversion of an organic p·:.itres

cible raw material iuto a product which will not decay and can be fabricated into 

long-luting and useful products. Tanning process ar.d materials are ill.numer

able. The swnmary given below describes the production of cattle side upper 

leather, the most important type of lea'".her i.n world commerce. Variants of the 

process stages noted, for other raw materials, and classes of leather, c!o not 

alter the basic technological succession described below. 

Process Flow Sheet For Side Upper Leather 

l. Trimming and Sorting - (Object: Preparation of skins for processing.) The 

initial tannery operation consists of opening ·1p the bundles and trimming off the 

heads, long shanks, and other perimeter areas. These offal areas generally do 

not make good leather and, if left on, would interfere with much of the tannery 

equipment through whi.:h the hides will be processed. 

2. Soaking - (Object: Restore lost moisture to the skins.) As a result of the 

curing process the hides will have lost a good deal of their natural moisture. The 

tanner must now restore moisture so that the chemical treatments that are to fol

low can fulfill their purpose. This is done by soaking the skins in water to which 

chemical wetting agents (similar to household detergents) and disinfectants are 

usually added. 

3. Fleshing - {Object: Removal of excess flesh and fatty substances.) Fleshing 

is a mechanical operation that rids the hides of excess flesh, fat, and muscle that 

is to be found on the inside (flesh side) of the skins. 

4. Unhairing - (Object: Removal of hair, epidermis, and certain soluble pro

teins.) The hide• a.re now ready to have the hair removed. This is primarily a 

I 



chemical process, although mechanical unhairing equipment is called upon at 

times to effect complete removal of hair after it has been loosened. 

5. Batillg - (Object: Removal of residual unhairir..g chemicals and non-leather 

making substances.) The first phase of the bating proces~, termed deliming, 

eliminates the lime and alkaline chemicals present. The second phase of this 

process commences with the aci.dition of the bate itself. It attacks and destroys 

most of the remaining undesirable constituents of the skin. 

6. Pickling - (Object: Transform the hides into an acid environment.} Pick-

ling places skins in an acid (low pH) environment ready to accept the tanning ma

terials. This step is necessary because the chrome tanning agents that are to 

follow are not soluble under alkaline conditions. 

7. Tanning - (Object: Conversion of the skin into a stable, non-putrescible 

material. ) The primary function of any tanning agent is to convert the raw colla

gen fibers of the hi.de into a stable product which is no longer susceptible to putr~ -

faction or rotting. 

8. Wringing - (Object: Remove excess moisture for splitting.} Wringing re-

moves excess moisture from the stock so that it can be properly handled on the 

splitting machine which follows. 

9. Splitting and Shaving - (Object: Adjust the thickness to that l.-..-:_uired for the 

end use.) The thickness of all hides and skins can vary. Various end uses re

quire different thicknesses. The bulk of this thickness adjustment is accomplished 

by splitting. The shaving machin~ is used to clean off any ""'eas that show evi

dence of fleshy matte1. 

10. Retanning - (Object: Impart prop~rties of other tanning agents.) Coloring -

(Object: Color with aniline derived dyestuffs.) Fatliquori.ng - (Object: Lubricate 

the fiber• for flexibility.) Although each of these has a vastly different purpcae, 

the tanner considers them as a unit because they follow one another without 



interruption, requiring a total time of about 4 to 6 hours. The retanni.ng opera

tion gives the tanner an opportunity tc- combine the de sir able properties of more 

than one tanning agent into his leather. Coloring is accomplished with aniline -

type dyestuffs which combine with the skin fibers to form an insoluble com?ound 

which becomes part of the skin itsdf. Fatliquoring is a process by which the 

fibers are lubricated; the fatliquor contributes greatly to tensile strength of 

leather. 

11. Setting Out - (Object: Smooth and remove excess moisture.) Setting ou! 

puts leather into the proper condition for drying. 

12. Drying - (Object: Removal of all bat ~quilibrium moisture.) Leather dry

ing can be accomplished by different m~thods. The method that is chosen will 

have a bearing on the final characteristics of the leather. 

13. Conditioning - (Object: Introduction of controlled amounts of moisture.} 

The shoe manufacturer requires varying degrees of softness or temper. The 

conditioning of leather, sometimes called wetting back is the first step ill adjust

ing for the final temper. 

14. Staking and Dry Milling - (Object: Mechanically soften the leather.} Leather 

is staked to make it pliable. Ir. combination with the correct fatliq11oring treat

ment, staking governs the final firltllless or softn ~ s of the leather. 

15. Buffing - (Object: Smooth the grain surface by mechanical sanding.) Some 

skins have natural healed scratches or parasitic damage in the grain of the 

leather. To improve its final appearance it is frequently desirable to minimize 

such a condition by lightly buffing the grain surface of the leather. 

16. Finishing - (Object: Application of film-form;ng materials to the grain to 

provide abruion and stain resistance, and enhance color.) The type of finishing 

1y1tem that is employed is dictated by the nature of the skins and the intended end 

use. 



17. Plating - (Object: Smooth the finished grain surface; also, produce varied 

grain textures.) Plating and embossing operations are carried out in presses 

capable of developing extremely high pressures - up to 300 tons per square 

inch. 

18. Measuring - (Object: Determine tb.e area of each side.) By the use of 

photoelectric cells and built-in computers, the square footage is measured for 

each individual side. 

19. Grading - (Object: Determine the quality of the finished product.) Leather 

is graded for temper, wlifcrmity of color and thickness, a.'1.d the extent of any 

defects which appear in its surface. 
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