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Introduction. 

Previous cons1il tntions of the Le<J.ther c:nd Ijeather 

Products Industry have clearly identified the major 

proble~ areas in devclor~ent and international co-opera-

tion in this sector. 

Check--lists, c;uidclir:cs and raanuals for contro.ctuo.l 

agrec~ents h~ve been elnborated w~ich are valuabJe 

lecal aids for those who are lookin[:; for intc.'nationa~ 

co-opcrci.tion in tlle field of le atl 1 er c:::ncl leat'.:ler products. 

All publicatio!'.s stress tl::e fact; that it is difi'icul t 

if not i~possiblc to dr&ft a les31 definition of 

inte:rnationo.:l. incustrial co-opi::ro:'.:.:'...on which would 

cover, in a ~eneral manner, all the requirements 

which this phcncmcnon rr:ay be cc.llcd upon to rr:9ct. 

rrhis discns::::icn paper lll 

sec h.nnc:x I ) 

and th8 ~nccklists for Contra.ctuo.l AGree:ne:nts in the 

from Developed and Devclopin~ Countries, prepared by 

the Unid0 3ccretariat in 1981/82. 

t'r:c autr:or m0dc hirc'.srlf ir1 I rem, Brazi 1, the Philippines 

nnd 'J1c.:n:rnn:!.c:. v:hcrc he wus involved in i11tcrnational co-or,cro.tion 

partly as monusins director of a footwe~r company of a 
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develop0d country lookinc for co-operation with a 

developins country, partly as consultant on projects 

of intcrnationCJl co-operation undertc.~:cn by ot~1crs. 

The objective of this discussion parer is to highlight 

potcnti2l solutions for proble~s in international 

co--oper0tions and to aciv<::ncc: di:::;cussion:: on a set of 

paramet~rs for int2rnational co-operation 
. .._. 
in ul"18 

Lc&ttcr o.nd Leat"hcr :i:)roJ.ucts Indust::::';y. 

Again it seems to be dif;icult if not i~possible to 

prepu.rc a 11 cool~inc; book" full of recipes. which, by 

followinc then precisely, lead to the wanted result. 

Condition.3 of pol:i.ticul &~-~d ccono::.ic nature vo..r-;;r to 

such a dc;::;rcc both in developed und dcvelopinr.; 

coun~;ries that srv:cific rccor.i1:-.0nC.c.ltio: s valid for 

every-body cannot be given. 

However the discussion pnper will try to distill in 

mutu3lly beneficial onrJ. ~;-'cG.0le co-o;;eraticn. 
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I Basic Considerations. 

As the leGGl aspects of international co-operation 

have been dealt with in numerous publications they 

are not dealt wi~t here. 

Experi~nce shows that the very best contractual asrce

rnent is nc guarantee for successfull intcrnntionaJ co-

operation. 

Indeed international co-operation seccs to be so 

difficult to establish that in many cases co-oper2.tion 

even between developed countries fail to reach ttc 

expected results ~nd ore given up after so~e tin~. 

Interno.tional co-operation bct'.·n~en partners fror.i 

develo:p-·r. LlY:C. devcJ Of,iEi~ countric:::: ccm be assur:~c~l 

even more co~plicated and co-operntion o~ a p~ivatc 

firm from a developed cc~ntry with a ~ovcrnscnt 

owned industry in a dcvclorcd country seems to be a 

nichLm2re to rnnny entrepreneurs. 

Despite 811 those reservations intcrnationul co-opera-

tion is a must. 

If we like it or not dcvc:loped a:---.:5 c!' vc·lot::in .. countries 

have no choice but to co-operate in tLe: lcatlwr und 

lcatLcr [r,oocl;, sector if they want to ;;tay in or to 

join the bu~incss. 
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II Reasons for International Co-operation. 

To run an industry successfully a whole bundle of 

itcrr.s are necessary: 

mate1'ie:l s, mc~chino;;, m2npo·,;12r, raanac;cr!'lent, r..one,y and 

m0rket s are sor;,e of them. 

The T~eather and Leother Products Industr,y in dcvelo~.c;ci 

countries is lookins for raw materiol, manpo~cr and 

sometir:,es r.::.;.r~~ct s and they hope to find it in su.f fi

ciant qucmti t;:/ and. quality at co::ipeti ti ve costs in 

developin:,:: CO'!..<il-'...;::--i('S. 

Dcvclopinc; cou:1t.2ies D.re often s':;ort of r::G.cr.::.-ncs, 

rr:nnc::e;cmcnt, tr.o'.'J-hO\'l and mac1:cts and tl'.ey ho;;e to 

find j_t from a partner in a developed country. 

f3o obvious r8nsonc1 are to co-o;)cro.te so dif'~~icuJ.t it 

III Discouro.sins l<'octors for lntcrn~:tio:-iJ.l Co-orcr;..:"c:ion 

from t::e point of view of a purtncr :':'."on 0. develo1>.:::i 

countr;:,r. 

a) Lack of the necessary Industrial Znviron~cr:t. 

Devclopin;~ coL~ntrics often over] oo;;: tr..c ~:;c 1, ~>~,i; t.he 

Leather and Leatr:c:r Product Industry nec:l s o. comprehen

sive appr~och in order to develop well. 

'l'he 1·1hole :iridu;>tri0l cnvironr:ient mu;~t be suitable .for 

this kind of an indu:-,;tr:/ wr:ich involvr;s so 1r.uch ir:tcrnCJ.-
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Often the wtolc industry is unbalanced, com~unicntic~s 

are poor and transport facilities insufficient. 

A henvy burcnucracy slows down the pace tI:e industry needs. 

Haw mc:.terit1.1S l:!.ke hides and skins which should be 

available plentiful are ei t!:er not collected, exported 

for quick cnsh or of inferior quality. 

Leather, the r.J.'d material for Le:..tthcr l'roducts is 

therefor scarce and overpriced as cospared with world 

market price:::,. 

Foreicn currency is not available to icport for cxaffiple 

chemicals anC.. otr.c.~ nuxil iary materials whic::: worsens 

the situntion. 

Macliine:s, if they a:::-e avai leblc crR not operution~il 

because there are no trni:i1cd r;,ect:c-;.nic~; for r..aintcn< 0 nce, 

machinery is too scp1:isticatcd, spare p2rts <:!.re too ex

pensive or th0re is even not enou~h electricity to run 

thorn oc Do~ey to i~rort the mntcrinl the r:uchincs are 

de:.ic;ncc1 fer. 

Skilled r.:ctnro':;cr Ji::c clcctricicms, r:ccl»<JLics, dcsi;nc:·s, 

upper lc;c"tLcr cutters, st ich•: "S or office staff li kc 

accountants, purchf1scrs, ad~inistrators, production 

planners ond clcricnl st~ff ar~ more scarce thnn jn a 

developed country. 

There i2 no industry to draw from in the nei~hbourhood. 

Exp<:: ri ,~n~ ( ::!. man <i;-:;cr.'.cr. t; h:i ~; to b2 brouc;h t in nnd t'.'H' r·c 
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seems to be no local market becuuse people do not wear 

footwear or they can not afford it. 

b) Contra-productive Policies. 

The conditions under which the Leather c:md Ijeather Good.s 

Industry can prosper are also determined by govcrnc~nt 

laws and policies. 

The prirr~teship of politics over economics has to be 

taken into acccu~t. a~~ dnv~ o~i~~ cou~tries intsrprct 

independance (a political term) as selfsufficicncy in 

the field of econo~ics which makes a foreicn partner 

feel not very wcJco~a. 

Transfer of profits might he i~possiblc, i~ports bound 

to a license system uncer~nin. 

Import taxes on materials necess~ry for products to be 

exported arc excessive and not refund~d in case of export, 

Policy rr~klnc is o~tcn split up between different 

ministri~s havinc different turc0ts and priorities. 

Policies c0n chu.~1cc: quic ~ ~ y nnd put tli·~~ foreiLn po.r-tncr 

into an awkwnrd position nnd dcprivin~ ~iffi from earnin~ 

the fruits of his efforts. 

c) Contra-productive Tradj_tions. 

r-;WJ,Y devclopinf; countries ho.ve rural tradition~~ stilJ 

~ovcrnin~ day to day life. 
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Time has a different rr:eaninc i:r: these countries. 

The willincn·:?:;s to plan ahead is not cleveloped. 

There is no co~petitive sr:rit. 

Eanacers try to avoid cho.n:::;es because nevi thinc;s are 

frichteninG them. 

Do inc; no thine; r:wans do inc not::-0.inr; wrong. 

People are not used to industrial work where one has 

to fulfill certain tasks in a certain ti~c. 

They bud no ti~e to develop some kind of industrial 

behaviour. 

InstcaQ of a relation of 1 staff to 8 - 10 workers 

so:r.ctir-:cs the relation is 1 to 3 and the acl1:1inistre .. tion 

is too a heavy burden for industry. 

Viana[~ers and st,;.f f arc rut her rccrui tc:d for political 

and famil~r reason~' thun for qualif.ico.tion.(I~0potisr.,) 

Corruption is wide sprcrnl. Viuchincs o.re bouc~ht bccciusc 

of a cor::r.iission SOi7'.cone receives but not bcce.112c the.)' 

arc ·:i.eecicd. 

Services o.re dcl nycd unlc~;s co~~.missions 2.rc; pni~. 

To po3sc;,s so:nct':°lin.~: sccrr:s to be more irrportunt tLm1 

to run it prcf~.tably. 

In some coun tri cs re lic;e:ous be liefs har:ipcr proc: uc t ion 

in tanncri~s and leather 3ood factoric~. 
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IV. I·!ain f,ctions required of Developin~; Coi;0t:.c·y Govcrnr::ents. 

GovernDents should coordinate policies in order to balance 

raw material availability and recovery with tannin~ 

capacity anci umuf acture of le<...:.ther products. 

They should coomit themselves to supply sufficient 

foreicn cu~rency to ioport what i~ needed for the industry. 

There should be no i~port taxes on supplies necessary 

for production. 

All administrative acts should be doEe witl:out dslo.;/· 

Governments of1-'icials should f8cl as :.;crvcints to the 

industry not as their mnsters. 

Profits of forcie;n partners should be tra..visferable. 

Proper tr~~ns:;Jortation a..'1d com:c.unication f ucil_i tics 

should bc avu~lablc. 

Li v-5 nc; conditions in inou~ '.:-rial arC;c:~s should co:r,pGT8 

fav 1rr.:.'ule with those clscv:hcre: (housinz~, food suprllics, 

medical services, roads.) 

Water and cncrcy should be supplied in ncce~;sary quantities. 

Vionocul ture of one incluctry bronch should be avoidr;d 

and a mixture of clif fcrent industries has to be as_r;ircd. 

A rwtionul tro.ininl~ proc;ram:r.c should be in:.;talled to 

tbJ.Ch basic tcchnics in all crafts. 

ii nati onw:i.dc r:w.nc:E~·;rr:ent dcve lop:i.en t pro ~:rGrnr.e should 

enhance tirn nvailahili ty o: industrial mC:i.n0~;crs. 
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An industry bonrd in which covernment and industry is 

represented should assure close cooperation bet~cen 

governrr:ent and industry. 

Fair salaries should be paid to limit corruption. 

Con:panies should be controlled properly and man~c;crr.ent 

should be corr.mended or fired accorclint; to performance. 

Private investirc~?nts in production and distribution 

should be encour~ced to build up competition. 

Export offices for select export r.:ar1:cts should be 

opened to study the market e.nd establish contacts with 

potential buyers. 

V. Nain ~ctions required of Developinc Countries Enterprises. 

Compsnics need realistic plans for production, supplies 

and capit<1l needs. 

Capacities should be adapted to conditions. 

Idle rnachinc::::-y should be sold. 

Wron:~ rn<::cbinrc::::--y should be cxchanc;cd. 

A lone term ouintenoncc ~lon should kc8p machinery o~erational. 

A trajninc scheme should improve ski~ls of the Jabour forca. 

f\ mrmac.;crncnt developr::cnt proc;ru:~.me should c;ivc· opportunities 

for pro~otion from within. 

Industriousnrs s and discipline huvc to be cncourac;c~d. 

Local materials and other supplies to su?e forei[n currency 

have to be found. 

Government rnuot ~e advised about the needs of tbc industry. 



,, " IV -

VI. Types of Interna~ional Industrial Co-operation. 

a) ContractuRl A5reements. 

A wide variety of alternative forms of international 

co-operation arc possible. 

Tbe more action (as described under IV and V) has been 

taken, the more advanced forms of co-operution can be 

thought of. 

Also the laws of a count:'y di:: '.;eLT:inr the kind of co-

operation which is possible. 

In the bcginnin~ contractual acrec~ents misht be the 

only way to start international co-opr:ration. 

Amon~ others mana~ement contracts, know-how contracts 

or product development contracts are known for co-opera-

tion in the sphere of technolor:y. 

Contracts for co-operation in the field of productior 

may ran~e from relatively simple operation to very 

elaborate and specialized production. 

Char8cteristic for contruct11a1 agreements is the f~ct that 

t-he foreicn partner is not involved with a.ny kind of 

risk capital neither in cash nor in machines or equipment. 

b) Equity Agreements (Joint Ventures) 

Arro.ncer.1ents for equity participation demand o. high 

de~ree of confidence of ~ne partner in the other partner. 

It is suitable where Jon~-term close bindincs nre intentsd 

and the attitude of tne devclopinc countries government 

is fnvorablc towards forcicn investment. 
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A simple but well functioning industrial environment 

should be available. 

Most likely a partner froD a developed country prefers 

co-operation in the form of contractual agreements for 

a longer period of time before he enters into an equity 

agreement. 

VII. Fin~ing the Right Partner. 

Regardless which kind of agreement for international 

co-operation is chosen to find the right partner is 

the most important element for success. 

In addition to a good reputation, the know-how, the 

necessary financial strenf,ht, marketing power in the 

right markets etc. the followin~ hints might be usefull: 

The partner fror. a developed country should be actively 

producing in the sector his co-operation is asked for. 

Settinr; up a tannery asks for co-operation with a tanner. 

Setting up a footwear factory asks for a footwear 

manufacturer. 

In both CJses one should not co for so~e one selling 

tanning or shoe machinery. Objectives mi~ht not be compatible. 

If one wants to export irr:mediately an enterprise with a 

stronc brand might not be the richt partner. 

In the beginninG inferior quality of your product mJy 

hurt the reputation of his brand. 
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If the potential partner from a developed country wants 

to sell your production in his market you ffiay have less 

profit than sellint; in your local market, which mic;ht be 

less competitive than his. 

When ever you choose the wrong partner he or you will be 

disappointed after a short time and the co-operation v:ill 

break up. 

There are firms offerin~ the services you may need as 

consultants. Some are ~ood some are not. 

Try to t;et a good ~ which is workinr:; together for some 

years. Groups of individuals picked up in the labour mnrket 

for your project may have different experiences and O[;inions 

and do not form a real teum. You may end up with a non

consolidated operation. 

Make sure thut the people you e;et have the backinc; of an 

organization (a home base) where they can ask advice fro~. 

The know-haw your partner has aGreed to ~ive to you is in 

the heads of his collaborators. 

They are speciali7.cd and know parts of what you vHmt to 

acquire. Look therefor for people with broad experience 

;rather than for highly specialize re; persons. 

A good fore~an micht be better for your purposes than an 

engineer. 

Have what you want to have properly documented in manuals. 
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Emphasize the necessity for traininG of your people 

otherwise your partner's team will run the business while 

your people stand aside. 

People who worked very good in the frame-work of their 

company in a developed country may feel lost workinL for 

you and ~et useless. Reasons are the clioate, beinG 

separated from their families and friends, languac;e problems, 

lacking the support they are used to. 

A lack of educational backcround can be responsable for this. 

Prevent frequent change of personnel. 

A partner who can give you all this misht be the right one. 

VIII. Elements which form a Basis for Mutually beneficial 

and stable Co-operation. 

• An industry-minded e;over.nrnent policy • 

• Protection against inflation • 

• A constructive Union-system • 

• Flexibility in hiring and .firint; of manager:ient and experts • 

• Speakin3 the so.me language. 

• Learning to know each other by working tocether on a small 

scale basis (contractnal acreer.ients on specific tasks) 

before cnterinc into c0mprchensive co-operation (joint venture) 

• Realisme, which does not expect too much in a short period 

of time • 

• Veracity and honesty. 
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• Competitive attitude • 

• Flexibility to adapt agreements to changing conditions 

at any time • 

• Realistic investment policy. No prestiGe oriented investments • 

• Co-operative attitude. 

IV. Parameters for International Co-operation • 

• A return-on-investment period of not more than four years. 

• A government guaranty for the protection of foreign 

capital including the possibility to repatriate the 

capital of a foreign investor at any time • 

• Free transfer of profits • 

• A try-out period of five years within which period the 

part (shares) of the foreign partner has to be bought 

by the local partner if wanted so by the foreign partner 

at a price acreed upon in advance • 

• Arbitration which can settle disputs definitly within 

six mo~nth time. 

A time table including all actions to be taken by 

governments and I or firms of developinG countries. 

Clear and realisti~ terms of reference • 

• Compatibility of objectives • 

• Proper loc;istics and communications • 

• 3afe and suitable living conditions for foreiGners • 

• A foreign partner used to the kind of political system 

your economy is involved in. 
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ANNEX I. 

Publications of the United Nations Econo~ic Commission 

for Europe. 

Guide for Use in Drawinc up Contracts to the International 
• 

Transfer of Know-How in the En5ineering Industry. 

Guide on Drawing up Contracts for Laree Industrial Works. 

Analytical Heport on Industrial Co-operaticn arr.ong ECE 

Countries. 

A Research Note on Industrial Co-operation as a Factor 

in the Growth of East-West European Trade, published in 

the Econo~ic Bulletin for Europe, Vol.21, No.1 , 
Publications of the rnited Rations Conference on Trade 

and Development. 

Innovations in the Practice of Trade and Econo~ic Co-opera-

tion between the Socialist Countries of Eastern Europe 

and the Dcvelopinr, Countries. 

Publications of the United Nations Industrial Devclop~ent 

Contract Plannin~ and OrGanization. 

Manual of the Establishment of Industriul Joint-Venture 

Agreements in Developing Countries. 

Guidelines fo~ Contracting fJr Industrial Projects in 

Developing Countries. 

Draft Checklist for Contractual Agreements in the 

Footwear Sector Between Enterprises from Developed and 

DevelopinG Countrjes. 

Draft Checklist for Contractual Agreements in the Tannin~ 

Sector Bctwnnn Entcrrrises from Developed and Dcvclopin~ 

Countr:i.os. 
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