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ISSUE NO. 2: Problems and Prospects of Production and Marketing of
Leather Products in Developing Countries, and Co-operation
Neasures which could be envisaged between Jeveloping and

Developed Countries
Introduction

1 The consumption of leather and leather products is linked to the
standard of livinge The consumers in the developed countries are the

focal point of both production and consumption. (See Table 1) Export
volume of these countries was almost entirely with other developed countries
and the exports of developing countries were also directed 1.¢ the developed
regions, primarily North America.

2o Although the total foreign trade position of the developing countries
grew sharply, gemeralization on the score is fallible. Rramination reveals
that the greatest part of the increase was concentrated in a few countries.
Noreover, a single foreign market, the U.S., has been the prime target of
trade expansion by the developing cowntries (Diagram 4).

Najor_ comstraints
3¢ For the next few years, supply of raw materials will be the dominant
problem of developing as well as the developed countries. Countries favoured
by adequate available supply will be able to sustain output of leather products
and exploit market developments in foreign trade. The countries which must
compete for scarcer raw material supply will encounter serious problems in
maintaining output aund sales reached by 1978.

4. The countries in Africa face serious problems in the development of
indigenous leather industry. The quality of available raw materials supply
is one of the major bottlemecks in the develcpment of the leather products
industry. Unless this situation is improved, Africa will continue to play
a minor role in the leather producis industry. In rescurce-rich African
countries, lack of effectivs manpower training, techniczl know-now and
marketing intelligence continues to retard the growth of the leather
industry and full utiiization of factory capacities (Etbiopia, see

Jiagram 5).
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Se In Asian countries, with adequate resource endowments, the problems
are different. The main coustraint continues to be in the full utilization
¢t the supply of raw materials for leather products. Comnsiderable amounts
of semi-finished leather are still exported. India, Pakistan, Thailand,
Bangladesh and Sri Lanka will be able to increase their export of leather
rroducts. However, this will depend mainly on their 1ility to overcome
current problems relating to manpower training, techmical kmow-how and
export promotion and marketing of leather products (see Diagram 5).

6. South America is the developing region whers no major comstraints

to the development of the leather products industry exist; it is the

region with the brightest pruspacts for growth in output of leather
products. Cattlehide supply in Brazil and in temperate South America

are abundant and will probably increase in coming years. MNodern facilitaties
exist for production of leather and leather products. Both manufacturing
and marketing expertise have been developed, and an industrial labour

force exists in most countries of the region. The future status of

South America as a centre of leather products ipiustry looks bright

(see Diagram 6).

View of Industrialized Countries

7. 'The share of the leather and Leather Products Industry in the
industrialized market economy countries is estimated to represent

on an average:less than 1 per cent of the G§P. Current employment
trends in the industry - as shown in Table 2 - illustrates the

trend of declining industrial activity in tanning, footwear and other
leather products industry in most of the countries. With the exception
of Italy and Spain, the industrialized countries are gradually phasing
out of the tamming, footwear and other leuther products industry. At
the same time, these countries have become net exporters of raw material
to the developing countries.

8. However, it nas been claimed by some developed countries that the
developing countries' exports of leather and leather products is having
a detrimental influence on the leather products industries in most of the
developed countries. The actual situation is quite di feremt. Diagrums
1 and 2 illustrate that the dulk of the developed countr.ies' Imports was

from other develuped countriés.




9. Diagrem 3 shows the impect of siructursl chamgss in ths gpparant

consumption of leather footwear in selected industrizlized countries
from 1960 to 1975. I: illustrates two significant developments (1) the
tremendous ircreases in production and export of leather footwear from
“aly and Spain and (2) the proportionate decline in production and
significant rise in imports into the United States of America, Federal
Republic of Germany and Sweden - countries chosen as typical examples.
The Second Consultation may therefore confirm that the changes in the
condition of the leather products industries in industrialized countriss
were primarily due to intermal structural changes.

10« Sweden, Canada and Awrtralia are the first developed countries to
have formulated adjustment assistance policies to their footwear sector
taking into account the comparative advantage of imnorts. The United
States Departiment of Cormerce is now in the yrocess of developing a
footwear industry revitalization programme which is also likely to

provide adjustment assistance to the footwear sector. Thus while some in-

dustrialized countries are facing up to the structural changes in
leather products industries, others are note.

"1e The situation of the CMEA Countries are not covered in this paper
because they declined to supply country specific data om production,
copsumption and trade. What is the policy of the CMEA Countries toward
the developing countries in the leather and footwesor sector?

The Newly Industrialized Countries gli’IC’s!'

12 A recent OECD reportl/ shows that from 1970--1977 the NIC's increased
their share of OECD imports in leather, travel goc s and footwear

(srrc 61, 83, 85) from billion $0.4 to $2.9 C.I.F. which represents
roughly about 3C »er cent of the total OECD market. The NIC's can be
considered as "developed" countries in this particular sector by other
develioping countrie:t who are struggling to establish a leather products
industry (e.g. Ethiopia and Sudan in Africa).

13, There is little or no co-oneration petween the NY2's and other
deveioping countries in the production and marketing of leather products

including assistance in the arew of technology, *raining and financing.

Y

Trade in Ma.nufa.ctures. ‘iepovt by the OECD .,ecretary General {1979)
Page 60.




Industrial Adjustment and Redeployment

14. It has 1- 1g been recognized that some developed countries have

already initiated a gradual process of adjustment and of redeployment

in the leather and footwear industries. There appears to be little or

no recognition of the fact that the increase in industrial production

in the leather and footwear sector in developing countries can only be
restricted at the expemse of higher consumer prices and growing inefficiency
of production in developed country ecomomiese.

15 I% must be recvgnized that there will be substantial short-term

and medium~term costs to induviduals, social classes or regional groups,
firms and governments in adjusting to a new internmational division of
loour. However, the real question is not whather structural changes

are taking place; they are indeed taking place in the leather and
footwear sector. The real question is whether these changes could

be orderly, whrther their pace could be quickemed, and whether the paians
of transition could be eased through mutually bemeficial negotiations and
consultation rather than through rising protectionism.

16. Redeployment in the leather and footwear industries should be seen
as a part of a process designed to promote the transfer of technology to
developing countries and for the necessary training and experts' services,
and should not be used as a pretext for obtaining access to abundant and
low-paid manp)wer or for transferring obsolete technologies ia leathur

andl footwear industriese.

17. The conflicts of interests and philosophy between the developed and
“the developing countries mmst be harmonized, since some of the conflicts
that seem to frustrate agreemen: on such quaestions as stabilization of

raw material supply and prices, marketing and development of the leather
products sector in the South and growing protectionism in the North are more
apparent thau real conflicts. These could be overcome or eliminated through
a better understanding of long-term gains wnich could accrue %o all *he

parties from effective intermational action.




Conclusion and Recommendation
“

18. From the UNIDO Secretariat point of view it is quite clcar that
further processing of raw material in the developing countries is
essential and feasible, paurticularly in the least developed countriese.

19¢ In the view or the UNIDO Secretariat, redeployment of leather and
footwea: industries from developed to developing countries. is necessary
to achieve the Lima target by the year 2000. On the one hand, developed
countries must assist in the transfer of resources and access to their
markets in leather and footwear industries to developing countries. On
the othe hand, the developing countries must be prepared to reciprocate
by providing security of investment to their developed ccuntry partners
and emsure that the standard and quality of leather and footwear would
not suffer from such redeployment.
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Table II. Leather and Leather Products Industry

THE STRUCTURE OF EMPLOYMENT IN DEVELOPED COUNTRIES '
(000 employed)
JOUNTRY TANNER IES SHOE FACTORIES CT™HER PRCDUCTS
1965 1975 1965 1965 1975 1985 1965 1975 1985

Germany 9 7 7 96 72 50 14 12 10
Belgium and

Luxemburg 3 2 2 12 6 5 2
Denmark 2 2 5 3 2
France 6 6 78 13 65 23 21 20
Ireland 1 1 4 6 7
Italy 9 12 13 110 125 115 17 19 19 :
Netherlunds 4 2 2 14 8 8 2 2 |
United Kingdom 12 10 10 66 47 50 16 14 13

SUB-TOTAL EEC 47 42 43 385 41 303 16 12 61
Austria 1 1 1 11 11 8 2 2 1
Spain 9 11 12 45 82 97 7 8 8
Pinlaad 1 1 1 5 4 4 1 1 1
Greece 1 1 1 13 13 18 2 2 2
Norway 3 2 2 1 A 1
Portugal 3 3 4 i2 14 10 2 2 2
Sweden 1 1 1 5 3 3 2 2 52
Switzerland 4 3 3 10 6 5 3 3 3
Turkey 2 2 2 7 8 12 1 1 1

SUB-TOTAL OECD

IN EUROPE 69 65 68 496 484 462 97 94 88
Canada 5 4 5 23 17 21 4 4 N
United States 28 23 23 228 187 190 73 72 60
Japan 19 24 15 43 46 40 9 10 7
New Zealand 1 1 2 3 5 6 1 1 1
Australia 3 4 4 36 15 17 3 3 3

TOTAL OECD 125 121 117 329 754 726 187 184 162

Source: UNIDO Secretariat Ieport of the Zminent Conmsultants on World-Wide Raw Material

Availapility and Quality or Supply. Submitited to the Leather Panel at itis
Sacond Session, 5-7 Feoruary 1979.

*  Zstimate,




DIAGRAM 1

IMPORTS into 18 industrialized countries.

(Australia, lustria, Belgiv , Luxembourg, Canada, Denmark,
Finiand, France, F.R. Germany, Irelaad, Italy, Japan,
Netherlands, New Z4ealand, Norway, Sweden, Switzerland,
K and U.S.A.)
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DIAGRAM 2
IMPORTS of Leather Products into 18 Industrialized Countries
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DTAGRAM

Leather Footwear

Trade Balances for selected Industrialized Countries
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Diagram 4

Leather Prodacts Exports

from Developing Countries into 18 Indusirialized Countries
Shaded areas: Imports into USA

Other Developing

Prom Hong Kong 14.7 %

From All Developing Countries

Other Countries than U3A
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DIAGRAN 6

Estimated Use of Total Hide and 3kin Resources
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Suggested Points for Discussiaon

ISSUE NO. 2: PROBLEMS AND PROSFECTS OF PRODUCTION
ANT MARKETING OF LEATHER PRODUCTS IN
DEVELOPING COUNTRIES, AND CO-OPERATION NEASURES
WEICH COULD BE ENVISAGED BETWEEN
DEVEIOPING AND DEVEIOPED COUNTRIES

1 From the UNIDO Secretariat point of view, it is quite clear
that the Leather and Leather Products Industry is one of the few
industries which has been relatively well estabiished, in the
developing comtries. Cn the other hand, the contribution of
the sector to the economies of the developed countries seem to
be minimume The cuestiosn is o what extemt can the leather

and Jeather products industry be progressively transferrad tn
the developing countries bearing in mind the strategic require-
ments of the developed countries as stressed in the First
Consultation?

20 Tn the event of an affirmative answer, what are the conditions
f.r such a transfer of capital and resources and diversification of

supply?

b ——
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