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DISCLAIMER

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

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

COMMENTS RECEIVED ON "THE LEATH=R
AND LEATHER PRODUCTS INDUSTRY UP TO 1985", REPORT FREPARED EY
IRVING GLASS, UNIDO CONSUL.TANT

1. The repor:t on "The Leather and Leather Products Industry up to 1985"
was reviewed by the Leather Industry Panel at its special Fourth Session
held in Beijing, People's Republic of China, 11-15 March 1980 and, sub-
sequently, by the UNIDO Secretariat. Tke summary of these comments are
reproduced in the report below under the fo!lowing headings:

(a) Summary and conclusions
(b) Hides and skins economy
(c) Leather and leather products economy

+

Summary and conclusions

2. The report does not emphasize sufficiently the agro-industrial develop-
ment needs and interests of the developing countries but looks more at the
problems of the leather and leather products industry from the point of view
of the industrialized countries (i.e. mainly from the supply side of raw

materials).

l. The views expressed in the report that access to raw materials takes
jrecedence over all other factors in tannery site selection (page 125)

and that cattle hide supply has been and remains the most vital issue %o
the leather pr-ducts industries (page 1), and the subsequent warnings made
cn pages 6 and 8 against the starting of leather and leather products
industries in countries wholly or partly deperdent on the imports of raw
materials cannot be supported as compelling arzuments.

4e According to the report, leatner and leather products industries

should only be located at the source of the raw material. This is not

in comfirmity with the generally accepted view on “he international division
of labour. For example, petrochemical industries are not limited to those

resource~ricn countries with adequate supply of oil.




5>« The report further states on page 3 that projections on future trade
in hides and skins foresees comparatively little changes for three reasons:

- First, world production in the major types of raw material
will inc-ease only modestly.

- Second, developing countries with important supply have
completed the transition to domestic utilization. Ia fact,
tannirg capacity in various develoving countries is ex-
cessive and greater than available hide and skin supply
in these countries or cantiguous areas.

- Third, the economies of proceasing cattle hides at origin
will inhibit exports from the US.

6. With regard to the first point, projected growth of hides and skins
availability in the report is based on the change of grcwth pattern in
the US cattle hide supply in 1977. The report states that a revolution
in the beef production in North America increased world cattle hide supply
more rapidly than in any other period in modern history (page 2) and that
for almost twenty-five years, begianing in 1952,.the spectacular rise in
US hide production had invited complacency and wishful thinking (page 63),
and in retrospect, the unprecedented upswing in US cattle hide productioam
appears to have been a major factor in the expansion of leather and leather
products mamufacture in the developing regions (pag= 79).

7. Although it is commonly known that the US hides availability during

the pest twenty-five years has been much greater than their domestic tannery
and leather products mamufacturing capacity, and that for this reason the

US have exported great quantitics of raw hides to the world market, there

is no evidence in the report that this "almost expomential growih" (page 2)
is the main reason and the omly criteria for :he increase of world catile

nide supply during the period of the pust twenty-five years.

3. The growth ip availability of cattle aides, if considered world-wide,

is as great or greater in other parts of the world. Table VI om page 34

of the report shows clearly that the iacrease in North America during 1961~
1977 in wet-salted bovine hides was 63.5 per cemt (or 457.9 thousand tons);
the increase in developing countries was 41.3 pe. cent (or 613.6 thousand
tons), and in Eastern Zurope and the USSR 73.4 per cent (or 331.4 thousand
tons). I% is, therefore, not accuratc to single out rne US cattle hice supply

as she only source of *he gzrowth ir glotal hide availability and expancion.

——




fhere is no evidence presented in the repcrt that the growth of livestock
population has stagnated in other parts of the world compared to the US.
For this reason the growth projections in the report must be comsiderad as

being limited in scope.

9. On the second point, it may ve that the tarning capacity ip certain
developing countries with significant raw material supply are larger than
its actual utilization. However, this is mainly due to the fact that these
installed capacities are only partly utilized and only to a certain stage
of processing due to lack of management capability, skilled work force and
market intelligence. It is therefore inaccurate to conclude, as the report
does, that developing coun*—ies have completed the transition to domestic

utilization of available ra+ materials when, infact, this has not occurred.

10. Concerning the third point, if the economics of processing cattle hides
at origin will inhibit exports from the US, as suggested in the report, it
is difficult to understand why the report projects '"comparatively little
chapnges" in the future trade in hides and skins. This is in contradiction
to the earlier agsertion of %the significance of US cattle hides export i{o
the world market. It would therefore appear that expcrt prohibifions from
the US will certainly cause serious impact on the international market for
cattle hides.

11. The report finally concludes that the transfer of technology is not

a problem in this sector (page 16). The transfer of technology is considered
in the report as synonymous with the selling of sophisticated and modern
machinery and equipment to the developing countries (page 191). In the

view of developing countries, the transfer of technology and processing

know-now remains one of the major probleme in this sector.

Hides and skins economy

12. The action programme in the report to improve the world-wide raw
material supply and quality was supported and fully endorsed with special
reference to the least developed countries in Africa. The technical questicns
and proclems relating to curing and preservation methods ard the ways and means
of improving livestock development are considered important factors affecting

the availability and quality of raw hides and skins supply which were not
examined in the report.




Leather ari leather products ecciomy

13. The report asserts that the recent innovation in Orderly Marketing
Agreement (peges 110, 111) is of mtual benefit to both the developed and
developing countries. It is suggested in the report that the concept of
OMA could be applied intermationally. However, the developirg countries
do not share this view and consider OMA as teing a 'new”" type of <rade
restriction to protect non—ccnpetitive industries in the industrialized

countries.

14. The calculations on working capital requiremeats for tanneries are
pased on the highest hide prices ever quoted in ithe history of raw hide
trade {(April 1979). It should be noted that the prices have declined
drastically since that time (by about 50 per cent). The report claims
that skins prices invariably follow cattle hides prices, which is not
true (page 91). Iu fact, skinspricesactually follow a different
pattern than cattle nides.

15. The projections ¢n the development of the footwear irdustry in the
developing countries, as presented in the report, are very much under-
estimated (vages 198 and 219). Not only are the domestic markets in
the developing countries expected to expand during the coming ten-year
pericd, as per capita coasumption of foctwear in developing countries
increase, but it is also anticipated that developing countries will aave
a greater share of world mark2t in footwear production.

16. Finally, more consideration should nave been given in the report

to the problems of tariff and non-tariff varriers to trade including the
question of protectionism in intermational trade as it affects the leather
aad leather products industry. It was also noted that while globally
developing countries nad becore net importers of raw aides and cdeveloped
countries net exporters, the same could not be said for individual developing

countries.
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