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ABSTRACT

US/CPR/ 887165

Feasibility Study on the Production of Shoe Components
Technical Report on a Field Mission in July 1989.

Summery of the Project Objectives

To expand the Chinese shoe industry vertically by producing
components and auxiliaries from local raw meterials ani
minimize the need for imports.

To enable the Chinese Government and the Shanghai Leather
Corporation to decide on the types of components to be
produced.

Sumpary of the Findings and Conclusions

The production of coxzponents is decentralized at present
and takes place to a great deal in factories scattered
around Shanghai. iiaterial problems, lack of last standar-
dization and transportation problems lead to uncertain
deliveries and large stocks. The SLC wants to improve

the situation by centralizing components production.

Summary of Recommendations

The reconmendations deal with research projects to
inprove fibre board and leather board materials,
standardization of last, give hints for further in-
vestments in the last and rubber factory.

The preparation of statutes and by-laws for a joint ven-
ture company producing shoe components before looking
for a joint venture partner is also recommended.
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Introaduction

On 17 liovember 1987 a Tripartite Review Meeting was held to
discuss the project "Assistance to the Leather Technology Centre
Shanghai%, US/CPR/85/130.

The meeting stressed the need for improved lasts and footwear
components especially for shoes exported from China. The meeting
recommended to ask UNIDO to assist in a feasibility study about
the posibilities to improve the production of lasts and
components both in quality and quantity.

A project document titled.

nieasibility Study on the Production of Shoe Components"
U3/CP2,/88/165, was signed in 1988.

The project was financed by UNIDF funds supplied by the Federal
Republic of Germany. The total budget is US$ 62.500 (excluding
support costsj.

The duration of the project is 3 wonth.

ine feasibility study was subcontracted to the Hungarian Leather
and Footwear KResearch Institute in Budapest. The subcontracter
was guided by tne former CTA of the project US/CPR/85/130 and by
the former HPD of this prcject for one month and three month
respectiveiy.

A mission to Shangbai for data collection took place in July
1989.A11 data were supplied by the feneral Manager of the SLC ana
his staff.
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RECOMiHENDATIORS

pefore starting the footwear components company or starting
joint venture negotiations the following activities which are
obligatory for a successful operation should be started:

- A project to standardize the back part of lasts.
The project should include next to lasts for the local market
lasts for the European and ilorth American market.
A drarft project proposal for UNIDO assistance has been worked
out by project US/CPR/85/130,"Assistance to the Leather
Technology Centre" in Hovember 1983 and sent to the SLC for
consideration.

- A joint commitiee of the cnemical,-textile,-paper- and leather
sndustry to work on thne development of thermoplastic material
fror locally available natural fibres (linnen, jute,hamp etc.)
for insoles and stiffeners. The development of not melt cement
in rods should be includec into the programme. The activities
of the joint coampittee coulc lead to a reduction of imports.

- k& project to improve the production of leather board taking
in consideration the recommendations of Unido project
DG/CPR/ 88,070 "Leather board".

- Status anda by-laws of a joint venture company should be draf-
ted jointly by SLC and SLSF and get preliminary approval by
the relevant authorities to ease negotiations with potential
foreign investors.

- Investments in the last factory for & set of instruments to
measure the lasts and for machinery to produce hinged lasts.

- Investments in the rubber factory to buy new equipment for

the production of resin rubber sheets.
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I1 FISDINGS AwD CONCLUSIOHRS

1.0 The Present Situation in General

At present the production of shoe cooponents in Shanghai

is decentralized except for shoe lasts, shanks and metal
accessories. Each shoe factory produces its own components.
This is uwostly done by affiliated factories in suburbs ana
counties around Shanghai.

Without any standardization of last the variety of compo-
nents is very large.They frequently do not fit the last
good enough for quality footwear.

Transportation problems are another factor causing uncer-
tainties in deliveries and result in interuptions in shoe
production oe extreme stocks in the shoe factories.

Beside these circumstances the production of components

is hampered by the lack of good material for some of the
components.

The SLC wants to improve the present situation by centrali-
sing the production of some components. ilain concern of

the SLC is to increase the exporuv of footwear by 10% p.a.
In 1985 the export of leather shoes by SLC was 5 million
pairs. The total production of leather shoes of the SLC

in 1988 was approximately 19 million pairs.It is planned

to increase production by 8% p.a.

Total Production 1933 Exports

liillion Pairs

Men's shoes 5.6 0.56
Ladies shoes 6.1 1.50
Children shoes 3.1 0.30
Sport shoes 4.2 2.6}




1.1. The MHaterial Situation

Lasts and heels: raw materials for the production of plastic

lasts and heels are available.

Unit soles: available are rubber soles and imitated leather
soles (80% PVC, 20% natural rubber).
The imitated leather soles have a bad finish due to inappro-

priated equipment.
Insoles: two types of cellulcse fibre soles and synthetic
soles from non-woven material are available, but of poor

quality. For export production Texon material is imported.

Stiffenersicounters and toe puffs): are available frox
non-woven synthetic fibre material{solvent activated)

Cutting aies: except for one set of equipment to produce

double edged dies from steel strips (installed at tne LTC)
all aies are made by traditioael forging.

shanks: high quality steel for the production os shanks
is availavle. The production capacity is large enough.
nigh quality steel shanks are seldom used because of
tne price \High quality 0.36 i3, low qulity 0.05 iiiB
per piece).

PU- Unit soles are not available because chemical

conponents are only partly available. There fore the
production of PU - Unit soles depends on imported
chemicals. Available injection machines (Desma and of
Japanese origine, have been found idle.

Leather soles are available ipn small quantities only.

The quantity of locally made sole leather is negligible.
Insoles and stiffeners from leatner board are available

but the leather board is of inferior quality.
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1 can be concluded that joint efforts of the chemical-,
paper -,textile -, leather- and shoe industry are needea
to overcome deficiencies of the materials necessary for
the production of some important components {sole,

insoles, stiffenersj.

The Equipment Situation

Lasts; The Shanghai Last Factory is in the process of buying
some additional equipment from another last factory in
China. After the conclusion of the purchase the Shanghai
Last Factory is able to produce steel plated plastic hinged
lasts in sufficiant quantities. A first sample of a ninged
last was presentea. ¥hat the factory still needs is a set

of instruments to measure the last ana expertise from in-
ternitional experts how to standardize the back part of

the ..asts.

Unit Soles; The rough finish of the imitated leather soles

is caused by too low pressure of the vulcanizing presses.
Further more the surface of the resin rubber sheets is
very small. Equipment for the production of 1 m2 resin
rubber sheets is needed.

Insoles and Stiffeners: Leather boarcd for insoles and

stiffeners needs improvement. The surface of the material
is too rough and small particles break out of the parts
when moulded. At a first glance it looks as if the grinding
of the leather shavings is insufficient.

Fibre board from non-woven synthetic fibre material is
solvent activated. This is not acceptable. Viorking with
this material is hazardous and unhealthy. Thermoplastic
materials should be developed and the material producers
equipaent, adapted accordingly.
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2.0 The Scope of a Components Factory

2.1

Based on the planned production of the SLC the feasibility
study should look for the smallest poassible economicaly
viable unit. Chances to sell components to other provinces
are limited.

Chances to export components are zero.

The Production Progzranoe

- Lasts, heels and top-pieces

- Patterns

- Cutting and perforating dies

- Unit soles from rubber and imitated leather sheets
- Insoles

- Stiffeners

The production of lasts, nheels and top-pieces must not necessarly

be included in the production programme of tne components factory

if close co-ordination between both can be achieve without it.

For the purpose of the feaibility study the production of lasts,

heels and top-pieces should be excluded.

2.2 The Locatien of the Components Factory

There is no need to construct a now building for tne
components factory as plenty of lately erected buildings

are available. Due to the scarcity of building sites all
buildings are multi-storey buildings. Unfortunately most

of the buildings have only a floor bearing load of 500 kg/mZ.
From the many buildings visited a recently erected factory
building of the Shangnai Leather Shoe Factory seeuns to Gte

the most suitable. Distances to the last factory and most

of the shoe factories ure close. Further more the Shanghai
Leather Shoe Factory, being the largest shoe factory in
China,has also experienced management and workers for the
production of couponents, has bought already 20 machines

for components production and used tc be a partner in a

joint venture company until recently when the joint venture
conpany was taken over by the Animal-by-products Corporation.




The Shanghai Leather Shoe Factory operates since 1983 a
couponents workshcp for rubber unit soles and heel tops
euploying 154 workers. which they want %o incorporate into
the planned component factory.

The Structural Organization of the Components Factory

hs legal anc economic conditions of a 1002 Chinese enter-
prise differ considerably from an enterprise with foreign
participation {joint venture) the feasibility study should
elaborate both alternatives.

the joint venture type of an enterprise has more freedom

in its operations.It can export and iaport directly. On

the other nand it faces higher labour costs, rent for the
buildings and it has to balance its spendings of foreign
currency with its earnings of foreign currency.

As chances to export components do not exist the conponent
factory has to be paid by its customers{the shoe fctories);
in exportable rootwear. As surplus in foreign currency can
oe exchanged in RiiB through the Snanghai Exchange Transaction
Centre at a rate which fluctuates between 6.7 and 7.0 RLEB
ror one USy as compared with 3.72 RiiB (the official exchange
rate), a joint company with foreign exchange earnings might
be able to coapensate higher labour costs and rents.

It is therefore that the following organization chart
includes a shoe export department.

The three joint venture partners recommended are the Shanghai
Leather Corporationm SLC, owner of the last factory, the
Shanghai Leather Shoe Factory, SLSF, China's largest shoe
factory, owner of the building, machines, experienced mana-
geuent and workers and a foreign partner with technical
know-how and able to export shoes.




Shoe Components Company tJoint Venture)
Structural Organization Chart
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UNITED NATIONS INDUSTRIAL DEVELOPMENT ORGANIZATION

23 August 19838

JOB DESCRIPTION
US/CPR/88/165/11-51/J14101

Post Title: Consultant (Shoe Components)

Duration: One Month

Date Required: April 1989

Duty Station: Shanghzazi with travel within the country as
required

Purpose of Project: To enzble the CPR Government and the Shanghail
_eather Corporation to decide on the types,
gqualityv and quantity of snhoe compcnents to be
produced, with particular reference tc site
selection and to the location of one or
several manufacturing plants.

Duties: The expert will be attached to the Shanghai
Leather Research Tnstitute within the
Shanghai Leather Corporation and provide

techniral and economic background information
and services in co-operation with the sub-
contractor’s team. The expert will Dbe
specifically expected to:

1. Visit with the sub-contractor’s team the
various existing shoe component
producers to familiarize himself with
the present product range and production
technology, and to prepare a short list
of a new improved range and technology
outline;

2. Provide contacts with suitable joint
venture and/or technical and managment
partners who may be interested in co-
operat.ing in the manufacture and
marketing of shoe components within the
follow-up project,

The expert «ill =also be expected to

prepare a  technical  report setting out his
findings and recommendations to the
counterpart organization on further actions

which might be taken.




Qualifications:

Language:

Background
Information:

- 12 - 1/2

Senior footwear industry expert with sound
knowledge of the component market and with
several vears of experiernce in the
international shoe industry. Previonus
experience in the CPR shoe 1industry is
necessary.

English.

The People’s Republic of China has fairly
rich resources of hides and skins and has
experienced a long history in the develop-
ment of the leather industry. The leather
industry consists of more than 50 important
tanneries. The main leather manufacturing
centres are in Beijing, Tientsin, Guangzhou,
Szechuan, and the most important one, in
Shanghai.

Ir the Chinese shoe industry manual processes
are still prevalent. The total footwear
production is estimated at 750 million pairs,
out of it some 200 million pairs (26.7 per
cent) are made of leather. The shoe export
amounts to about 15 million pairs but the
manufacturers experience significant problems
because of the rather poor design of their
products. Now the mechanization of the shoe
manufacturing is of ¢great interest - with
special reference to closing and making rooms
- which cannot be accomplished without the
introduction of new working methods,
technologies and production control
techniques.

Both the leather and footwear industry lack
modern technical know-how, adequately trained
personnel - especially in management,
technology and product development.
Technical information supply, training and
re-training of specialists from industrial
plants, i.e. transfer of up-to-date know-how
would be of great assistance to the Chinese
leather and leather products industry and
enable it to meet the local demand as well as
the requirements of the national economy of
the People’s Republic of China.

One of the country’s most important leather
and leather products manufacturing centres is
located in Shanghai. In order to assist this
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industrial sector in improving the quality of
products manufactured, as well as to increase
the efficiency and prceductivity in the
ma-.ufacturing units, a laboratory was
established under project DP/CPR/80/007 which
is currently being expanded into a Leather
Technology Centre under prcjects
DP/CPR/83/004 and US/CPR/85/130
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Factories visited

Snanghai Leather Shoe Factory

Shanghai Last Factory

Bao Ji Ladies Shoe Factory

Shanghai Athletic Shoe Factory

Shanghai Hetal Parts Factory

Shanghai Leather & Rubber Factory

Shanghai Leather Chemical Factory

Shanghai Luggage Factory

Shanghai Leather City Effluent Treatment Plant

Annex II
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Annex III

People met

Dep. Director 2. Bureau Light Industry Shanghai
General Manager, Shanghai Leather Corporation
Finance Department, " " "
Equipment Department," " R
Technology Department" " "
Price Controller, " " n
Purchasing Department" " "

2. bureau Light iIndustry Shanghai

Dep.Director, Shanghai Leather & Rubber Factory
Technical Chief, Dong Hua Leather Products
Director Shanghai Athletic Shoes Factory

Dep. Director Shanghai Leather Shoes Factory
Technical Hanager Shanghai Leather Shoes Factory
Dep.Director Hong Guang Tannery

Dep.iianager, Shanghai Leather & Rubber Factory
Dep.birv:ctor, Hanjing Coordinating

Committee for Development of Chemicals
Director, anjing Xiong Wen Paper Factory
Director, lanjing Liu He Plastic Factory
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Annex 1V

Potential Joint Venture Partners

Korea Shoeparts Co
ifasan rree Zxport zone
658-10 Bongain Dong
Hasan

South Korea

Sam Moo Corp.
205-4 Mang Mi-dong
Ham-Xu

Pusan

South Horea

Kaohsimg Shoepart Co Ltd
46 H¥A Chung Road

TA FA IiWD District
haohsimg Hsien

Taiwan

Taiwan Shoeparts Co Ltd
B12-11 Standard riy
puilding

K.B.P.2.

naohsizg

Taiwan

CCL PAO Industrial Co.Ltd
no 96-12 Chunkung Road
PEI DIST TAICHUNG

Taiwan

Hong hong International

Shoe Haterial Ltd

601 New World Office building
(West Wing), 20 Salisbury Road
Tsimhatsui

Kowloon/Hong Kong

EMHART

Footwear laterial Group UK LTD
P.0.BOX 200

97 hildyard Road, Eelgrave
Leicester LT 45 ra

England

Expool ConsorZio
Via Respighi,8

I- 63023 FERMO {APj
Italy

Gras & hieffer Gnbh
Blockbergstrasse 139
I - 6780 Pirmasens

Caty Societe iHouvelle
B.P. 16,26300 Bourg-De
Peage/France

Chamberlain Phillips International
P.0.BOX 50,8 Notre Dame ifews
Northampton kK1 23G

U.K.
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Annex V
List of Components
to be improved or newly developed
Lasts plastic lasts from mixed high

and low density polyethelene,
hinge(spring) type, partly or
fully iron plated.

Cutting dies steel strip bend, double edged

Insoies made from leather board with
backerboard or plastic back-
part, for sandales with sxeleton
on the bottom side, footbeds for

casuzl shoes

Stiffeners made from leather board or bponded

fibre coated with tnermcuplastic

resins
welts froz leather and PVC
Pre-finisned soles with swmooth finisn

from resin rubber
sheets






