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The leather and leather products industry in the European 

developed market economles has decl1ned considerably over 

the last two decades 1 commensurate with its growth in the 

, developing and other low-wage regians of the world. The 

\ 

decline ~s manifested in the cuts in production, in the level 

of employment and ~n the dimlnutl.on of productive capacity 1 

as the industry has found l.t diff~cult to cope with the 

pressures tha t have been brought to bear on the structures 

of leather and leather goods manufacture. The pres sures 

are associated with the rising costs of labour and raw 
i, 

materials and wlth increased competition from goods of 

wage countties. The process of structural adjustIT\ent 

suggests 1. movement towards a concentra tian of production. 

However 1 g1ven the nature of production in thl.s sector, the 

benehcial effects of concentration and technological change 

have been minimal. From the evidence i t 1s concluded 

that future prospects of growth in the leather and leatnez:; 

products industry in the developed market economies are 

quite bleak. 
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L' indus';r1 •. de cuir et des produits en cuir dans les économi.es 

des rnarc~rs, développés Eur'ope~ns, est de plus en plus en 

baisse de'p1i~s les vingt dernières années, comparativement .. 

sa croissance dans les régions en voie de développement et 
,. 1 ! 

Glans les autres regiqns due monde avec des bas salaires. Le 

/' "' f;' declin se manifeste a une reduction de production, au nIveau 
.,. 

-de l'emploi et a une dimi!nution de la capacité productive, 

car l'industrie a eu des! diff icul tés en affrontant les 
1 

pressions exercées sur les structures de la fabrication du 

cuir et des produits en cuir. Ce s pressions sont associées 

à l-a- hausse des coûts de main-d'oeuvre et des matières 

premières 1 et sont également associées à l'augmentation de 

concurrence avec les marchandises en provenance de pays aux 

salaires modérés. Le processus de l'adaptation structurale 

s'aiguille vers une concentration de production. Pourtant, 

" ./ etant donne, le genre de production dans ce secteur, les 

résultats sonlageants de la concentration et du changement 

téch~ologique ont .eu un effet minimal. On pourrait donc 
-' ~1 

deduire de cette analyse que les perspectives d' aven~r pour 

une croissance de l'industrie de cuir et des produits en 

cuir se présentent assez mal dans les economies des marchés 

développé s . 
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PREFACE / 
1 

/ ' < 

.-

An exeination of recent economic performance of many devel.oped 

market economy countries (DMECs,) shows, that certain 

manufacturing sectors have declined as a resul. t of their 

inabili ty ta adjust to changing econamic candi tions . Such a 

decline is manifested in cuts in production, increases in the 

general. level of unemFlloyment and the deterioration in the 

cèlmpetitive position of these sectors, both in domestic and 

in int~rnational markets. 

Thepoor performance of thesEa sectors has highlighted their 

inabili ty ta' cope W~ t..h .,::meral econamic pressures influenc ing 
> "o. 1 . 
structufal change. These pressures' resu,lt from bath 

interna,'l and externat influences o'n the industrial structures 

They involve the effects of such factors as: clitanges in 

technology and productivity i increased costs of production 

stimulated?by higher energy prices;,relatedproblems of , . 

supply i increases in the wages of labour i intensification of 

import competition, etc. The me'asures adopted in combating - , 
or offsetting these pressures"deterrnine the direction and 

nature of the restructuring process. 

Confronted with su ch pressu~es, tl:le industrial sectors have 
1 

certain options at thelr disposal in adapting to the 
• 

changing economic environment. Fn t~e process of 

'structural ad justm en t', the pr4me concern ls the removal 

of inefficiencies in operation fn order to maintaln 

.' .) 
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(ii) 

competitiveness. The adjustment cou~d be thr"ough technical 

change; reorqanla tion of management and production, usually 

necessitatinq a ovemerit towards concentration or .special:i:zationi 

and r~l9cation f activit;!.es. . -
However, the market cond;!' tions could be such so as to h;!.nder 

the efficient restructur;!.nq of· the industry,( The impediuments 

Z
Uld stem from 

a ailabili ty of 

rq~niza tion o~ 

a' ml!ft.ber of 

finance and 

production •. 

factors 'ranging from limtts to the 

capital to peculiaritieslin the 

If the fin is unable Jo overcome 

the obstacles, it _must pay the price for being inefficient, in 
, 

which case it closes down all or part of its operations or 
" 

redeploys its activities elsewhere where it can still function 

as a profitable ~conomic unit. ~ence, those activities which 

are unprofitable and inefficient (non,-competitive) are weeded 

out, qiving rise to a new overall structure of production . 
...". 

The sectors that have suffered the Most in the, deyeloped 
. " 

market economies, are' those which could be described as 

'traditional'. By this we Mean those industrial sectors which 

have their historical antecedents in the craft industry ,and 

whose modern day production processes are characterised by a 
;.r. 

\J relatively high labour and resource intensi ty. One il1ter~sting 

case of the declining 'traditional' m~nufactures in the 

deve~oped market economies is the leather and leather products 

industry, which is the major concern of this thesis. More 

1· specifically, the decline is emphasized by analyzinq the 

performance of the tea"ther sector in the. European DMECs ove'r 

" the last fifteen years. 

• 
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Why the .lea ther an~ leather prjduct. industry? Why look at a 

sector which perhaps is among the more- minor concerns in the 

developed market regions in terms of the incorne it generates 

and in terms of the value of goods 

sJ'emed, interestlng for essentially . \ 

that are'traded? The sector 

these reasons. First, b~cause 

ve'f:i li ttle work' had been done on it. Second, it provided 

an"opportunity with which we could highlight not only the 

structural changes taking place, but also the tensè economic 
, 

relations between the developing countries and the developed 

market economies of the world. It would also highlight the " 

ongoing discussion of basic policy issues in international 

trade, structural adj\lstment and redeployment of productive 

capaci ties so rnuch a part of the agenda both wi th in the countries 

concerned and in the international agencies like UNIDO (United 

Nations Industrial Development O:!:."ganizati.onl and UNCTAD 

(United Nations 'Conference on Trade and Develop~ent). 

The underlying global situation is reflected, on the one 

hand, by a decline of leathèr and leather goods manufacture 

in most developed market econ~mies, and on the other, by 

considerable growth in the sector in the developing countries 

particularly over the last decade. The developing countries 

now enjoy a compar~tive advant;age over the develope'd market 

economies not oflly in the production of leather and leather 

goods, but al·so in the (?roduction 'of g90ds !Jf rnost other 

'traditional' industries. In the development strategies of 

many of these' countries, the traditional manufacturing industries 

play a ~jor role 'as earners' of foreign exchange, urgently 

demanded for the purchase of crucial inputs in the drive towards 

" \ 
\ 
l ! 
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industriallsation. The development of traditional activitie,s 1 

also \ncrease's income and to a great extent alleviates the 
'!ifS? , 

problems associated with unemployroent. ç This i5 the guiding 

principle of Many trade policy declslons that rave 

taken in most rievelop ing regions of the world{" 
/ 

been under-

Third, in the leather and leather products industry, issues of 

technology and foreign direct investrnent were of min1r 

importance. This i5 so for the technology differenttals are 
/ 

not sa skewed in favour of any one region. The technology is 

easily accessible, and even though more sophisticated 

production techniques have been experimented with, their 

applicability in commerc'ial use as yet has been extremely 

lirnitcd, Aiso given the constraints on the industrial 

Qrganisation in the seétor and on the nature of the production 

processes which, limi t the realisa tion of econorn~es of scale, 

one can see why hardly any mult~nationals exist in the sector. 

Renee it was felt that an investigation of structural change 

and restructuring in the leather and leather products industry 

in the devel~ped market economies would illustrate in a sharp 

way the general decline of ce,rtain traditional manufacturing 

activi ties in these economies, nct on grounds of technology or 
1,'i,1 

l,ack of finance, but purely on grounds of efficiency. 

To stabilise the industry and restrain -che pace of decline 

the producers in the developed market econom~es have taken 

~ steps to adapt structurally to the economic s~ tuation. However, 

it should be noted that structural adjustment ~n the leather 

and, leather products industry has not been a smooth process, 

and varying degrees of success has been achieved over reg~ons. 

" I~ 
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\ 
The industry has grown in sorne DMECs while it continues to 

decline ~n others. Th~s uneven developmen t has presen ted 

economic and policy oriented obstacles 1n the restructuring 

process, both in the DMECs as weIl as globally. 

The process of structural adjustment in the leather and 
r " 

leather products industry ~n the western industrialised 

economies, spec~fically the European ones, is the major , 

focus of this dissertation. The basic objective of tpe 
r 

study ~s: (a) to analY1e the historical process of structural 

" change and the resulting restructuring in the leather and 

1 l, 

leather products industry on an international basis in 

general, and in the European DMECs in particular; (b) to 

assess the future prospects for producer~ of ~eath=r and 

leather products in the industrial1sed regions i and (c) to • j' 

identify areas for international co-operation. 

The general gu~de11nes for the thes1s are essem::'lally 'Cne 

search for answers to sorne fundamental queries. (1) Has the 

decline ~n the leather sector been overall or 1s it confined 

to particular reg1ons? If the decline 1s not a general 

phenomenon, then regions where the industry has suffered need 

to be d~stingu~shed from those where it has prospered. 

(2) What are the baslc causal factors accounting for such 

decl~ne and ta what extent and how have they affected structural 

change? (3) Have 1nternal developments been more influentlal 

or has the decllne been essentially prec1pitated by import 

compet1tion? (4) If lnternational trade has been a major 

factor, then has the decl1ne been condi tioned more by trade 

between the develop1ng and the developed market eCOnomles oF 

between the DMECs themselves? (5 ) How viable 1S the redep~oymen't 
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W~~------
proposai as a step towards an efficient restructuring of the 

industry? 

The study is effectively broken down into four d~st~nct 

parts and the methodology adopted is the follow~ng: 

In the first part, the theoretical basis of the research is 

outlined. Borrowing from class~cal fo~mulat~ons of 

'locat~on theoFY' - as weil as sorne co~temporary views - we 

f irst a t tempt to outline a frame of reference for 

analys~ng structural changes ~n ~ndustrial sectors. Second, 

we emphasise the maJor factors which influence the location; 

/ ... of production, with a view to ascertain~ the feasib~l~ty and 

non-feasibility of location 1.n a part~cular place, not only 

on pure economic and efficiency grounds, but also in terms of 

certain non-economic considerat~ons. ln this theoretical 

section we. also deal w~ th the theory of cOl!\parat~ve 

advan~age ln ~rade as a basls for ?olicy fQrill~ia~ion, 

especially in the developing countr~es. Essent~ally what we 

endeavour is a more dynamic ~nterpretatlon of the comparative 

cost doctrine, which it lS hoped would enable us to fully 

understand.the nature of recent policy decisions undertaken ~n 

the developing countr~es, w~th respect to trade in leather 

and iea ther S'ood,;. 
ÎÂ 

In the second part of the thesis, we examine recent gt6b~\." 

developments in the leather and leather products ~ndu)try 

W1.th the object~ve of establ~sh~ng the present 'stati of the art', 

and the respective positions of the developlng countrles and 

the developed market econorn~es. An attempt lS also made at 

d~scussl.ng trends that will influence future dev·elopments 

in the l.ndu~try. 

_'f," 
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The third part of the study constituteS the core of the 

analysis, where we consider structural change in the three 

most important subsectors of leather, ie. raw rnaterial supply, 

leather tanning and leather footwear production. We first 

attempt to examine the impact of factors such as technology, 

cost pressures and import dornpetition on the existing structures 

of leather and leather goods manufacture in Western Europe. 

Second, we consider the restructuring process in the industry. 

What is endeavoured here, is to ga~ge the magnitude of decline 

in the various European DMECs with the objective of: (i) 

identifying factors facilitating and irnpeding the desired form 

of restructuring; and (ii) ascertaining the actual pattern of 

restructur~ng in leather and leather products industry in 

Western Europe over the last few years. " 

In this section we also examine the scope of redeployrnen t of 

the various structures associated with leather and leather goods 

manufacture, from the declining ta the prospering regions. 

The underlying ass,urnption i5 that 5uch relocation would prove 

fruitful·in the global restructuring of the industry. It i5 

acknowledged that there are certain constraints on the actual 

process of rrdeplOyrnent. The factors working towards and 
/ 

against red~ployment are surveyed.' 

The final section reviews the policy issues and their impact 
\ 

on global restructuring. It is argued by quite a few experts 

in the leather field ,that the disruption of free trade and 

competition, has created obstacles for the efficient restructuring 

of the industLY in many regions of the world. The developments 

which hare required the ~mposition of su ch measures are 

cons~dered. Also elabora ted are the consequences of conflict1.ng 

L 
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polic"tes on the general ordering of the ~ather and leather 

products ~ndustry. 

There are sorne ser fOUr handicaps in our analys~s," of wh~ch 

one in part~cular muslt be emphasis'ed. This has ta do wJ.th the:'! 
! 

availability of data on the leather and leather praducts, 

industry. It is not only the chpice of the region of case 

study that 1s inf luenced by factors such as availabiJ.ity of 
1 

data, on the hasis of whJ.ch one could embark on an amb~tious 

pro]ect, but 'there are aiso cons~derable dJ.fferences ~n the 

range and qu.ality of data available ta make possible the 

analysis envisaged. Ini tially, l had also wanted to 

~nclude the developing countries in the research but the 

avaJ.lable data severely restricted t~!e po;3sibj lities of 

analysis. However, i t was not ju~t J.n the c~se of. the . , 
developing countr J.es where problems of data collection were 

enco'.lntered but also in the developed market economies as 
, 

welle For exampIe" l had wanted ta supplement the data WJ. th , . 
sorne more recent figures, which unfortunately were not 

avaJ.lable .. 1 could only f ~nd solace J.n the fact, after 

talking to many knawledgeable persans in the field, that the 

trends in Ieather and Iea ther gaads manufactur,e had not changed 
\-} 

signif~cantly:. On th~ contrary, l Wé.S assured t.ra t if at aIL 
~ 

they had chang;ed, i t was J.n a dJ.rectJ.on which would re~nforce 

the claims made in the thesis. The quality of data available 
i 

was aiso qui te paor. This needless to say had ser ious 

implicat~ons for the methodology. 

! 
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CHAPTER I: THE THEORETICAL FRAMEWORK 

The theoretical framèw~rk of the dlssertation is to a large 

extent der~ved from the theory'of industrial location and the 

theory of comparative advantage in trade. The hypothesis 

advanced provides the necessary foundation on.which to build 

the structure of analysis conce~ning the global distribution 

of, movements o~ capital in, and the formulation of policy 

issues about the leather and leather products industry. 

Where location theory is useful in. the investigation of re­

'" structuring in the leather sector, the doctrine of comparative 

advantage provides a.useful perspective in the discussion of 

policy issues and trade between the developed and developing 
-

countr:~s in leather and leather goods. 

Location and the 'Spatial' System 

The classical t~eory of i~dust=ial location as advanced by 

Weber and subsequent developments which include the w?rks of 
1 

Hoover, Losch and Isard are taken as the starting poi~t of 
, . 

the restructur~ng and locational analysis. 1 These classical 

1. The theory of location was first developed by Alfred Weber 
in 'Theory of Location of Industries', University of Chicago, 
Chicago, 1929. The theory has a nu~er of l~miting 
assumptions like fixed coefficient production funct~ons, 
stability of market and input sites ~nd a competitive out­
put market, but can still be used to explain the locational 
patterns of ~dustries today. Subsequent developrnents . 
tried to b~eathe realism by modlfying sorne basic assumptions. 
The first modification was made by Edgar Hoover in 'Location 
Theory and the Shoe and Leather Industries', Harvard 
University Press, Cambridge, Mass. 1937', who introduced the 
theory of production, characterised by economies of scale, 
import sub&titution and realist~c transportatlon rate 
structure. August Losch further improved the construct by 
introducing the dernand factor, ~n 'The Economies of Location' 
Yale Univers~ty Press, New Haven, 1954. Walter Isard 
completed the synthesis by reducing loca~n-thêory to a 
qeneralised profit maximising theory ~the firrn, 'Location 
and Space Economy, ThetMIT Press, Cambridge, Mass. 1956 .. 
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and neo-classJ.cal theories of location, have- as their focus 

the development of an 1 autohomous theory 1 that J.S where there 

is ~ separate abject of st~dY a~d where the 1 spatial' is 

treated as a closed system}. The theories proceed with the 

anal,ysis of an abstract firm, the basic unit of production, 

wh1ch ~has' no effective structural relationship with the rest 

of the economy. Such an approach has 11mited significance. 

As logical constructs these theories merit consJ.derat~on 

but they have Little explanatory value when confronted with 

real situations. Though classical and neo-classical theories 

of location examine both the perf ectly compe ti t ive situation 

and one where there 1s a certain degree of oligopolistic 

control, they do so ind~vidually where the relationship 

between the two situations (ie. pextectly competitive and 

oligopolistic) is ignored, and the dyn~~ics of development 
') 

(eg. an oligopolistic situation developing from the conditions 

of the perfectly competitive) are' not apparent. 1 

From the very outset the object~ve of the thesis has been to 

give an adequate analysis of the reality of restructuring 
, 

in the leather an~ leather products industry in the developed' 
.. 

1. The sh:ortcomings, Doreen Massey state s, stem from the 
observation that 'most indu~trial location theory J.S 
in fact close1y related to "economics", but in the sense 
that it del:'ives very directly from neo-classJ.cal rnarginalist 
economic the ory , sharing i ts ideo10gy and i ts . ~ 

epistemoJ:ogJ.cal approach. This relationship has influenced 
the definit~on of the object for study, the methodology 
and the main elements of historical development' ~n 
'A Critical Evaluation of Industrial-Location Theory' in 
Hamil ton and Linge (e<;1) , Spatial Analysis, Industry and 
the Industrial Environment ,John Wiley, Chichester 1 1979. 
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market countrie's of Europe. This obviously cannot be 

undertaken on the basis of the classic~I constructs. 

Consequently the concepts need to be co~siderably m6dified 

to encompass a dimension p~id scant attention in the classical 

and neo-classical doctrines. What is proposed should be 

interpreted merely as an adjunct rather thanras a replacement{ 

for the established hypothesis, for no comprehensive alternative 

< theory ls offered. 

~ more viable approach seemS to be one in w~ich instead of 

moving towards an abstract model of behavio~r where historical 

variations 'are abse~t, we attempt to analy~e behaviour in 
1 

its historical contexte In order to do 50 the focus must 

change from'the individual firm, as the locus of explanation, 

to the system where behaviour is interpreted as the product! 

of the overall structure in which the individual firm ls 

~ffixed. The necessity of undertaking such an approach, iJ 

emphasised by Doreen :1assey ~n the follow~ng sta t:.ement: 

If A structural a-pproach is Gdemanded becausJi!behaviour 
must be explained not assumed, because ~ tf,{{cannot be 
explained at 'the level at which it occurs and because 
historical change and development must be understood 
together at 'micro' and 'macro' levels respectively. 
These conditions demand a 'theorised' relationship between 
the nature of locational behaviour and the structural 
context within which that behaviour is produced." (1) 

1. Ibid. p.70. Massay by way uf,an example considers a crisis 
in a system and concludes with an assertion that it is 
' ••. only within the context of an economio crisis, and 
its implications for the production process and consequently 
for locational requirements, [thatl the 'spatial behaviour 
of the individual firm [is] understood'. p.71 • 

. " 

~ • 1 • 

.. 



-

f 

,. 
l, 

( 

.. 

( 
-4-

• Thus what is attempted is a formulation of a framework for 

explaining the locational changes with respect to the 

genera:l characteristics of the ·economic ~system and the 

variations ~n the system. The thesis is an attempt at such 

a form of explanation having as its empirical focus the 

spatial implications of the restr-q.cturing carried out in the 

,leather and leather products industry in the European 

devêloped, market economies over the last two decades. 

One fundamental observation must also be noted. Spat~al 

'arrangements stemming from location decisions are concerned ~ 

primarlly w1 th the 50 called 'areal variations" ~n industriâl 

structures and performance, and when the dispersion 'of 0 

specifie' industrl.al sectors 1s considered, it is affirmed 

that each industry adopts its own distinct form 0 of 

distribution. This 1s a crucial point and will become clearer 

when we examine the basic features of locational decisions. 

If this is accepted then, in case of shocks to the system and 

the ensuing crisis, three intrinsic responses need to be 

ascertained for each sector: (i) How.the industrial sector 

i5 affected by the cr1sis and the particular re'asons for 

res,tructur ing? ; ( i i) How are :::he production and, labour 

processes to be reorganised?; and (iii) What are the spa t~al 

implications of the restructuring? , 

In reformulating location theory, we ,are, essentially mov~ng 

from a 'micro' to a 'macro' concept. The discU5S l.on i5 

initiated with the 'plant', the basic unit, and proceeds to 

=. 

take acpount of; the 'industrial organisation' (the structure 

that underlies the functioning of a production unit); the 

, . 
" ,J 
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~ 

'industry 1'0 a larger and br'oader category consist.in,~ of 

establishments engaged in similar activitiesi and ~inally 

the 'system', defined as comprising of different types of 

1 operating uni ts bound together by a 'functional relationship. ~'" 

Location decisions, true to the classical concept, are 
~ 

specifie to the plant. However, it is obvious that these. 

decisions are not, and cannot be, made ~n a 'spatial vacuum l 
• . ~.,. 

What happens at the level of the Isystem l has far reaching 
1 

consequences for ~ndividual production capacities. Therefore 

location decisions are not on1y influe~d by prospects of 

profits and considerations of cost, but also by many elements 

of the political and socio-economic environment (the focus 

of sorne may not be entirely economic), in which productiO? 

is carr"ied out . 

The Determinants of Industrial 

r LOCATION: 

/ 1<" 

-TE-CBN--I-Q-UE-l'/< )2
1 

;CALE OF , 

f . OPERATION 1 
, 

1 

LABOUR & 
/ CAPITAL ,c-

INPUTS 

OUTPtrI' 
1 

THE PROCESS OF II-TEE 
MANUFACTURING I---?: PRODUCT ~ 1 MATER:W.S l~ 0

1 

1- 1 

1 1 

l'---TRANSPORTATION INPUTS __ -,1 

THE 

1. This as J.'Karaska points out defines the basic focus, where 
" ••• the firm i5 seen as only one element in .the total system 
or mileu, and the industry is viewed as related to aIl other 
elements in the system', 'The Metropo1itanisation of 
Industry', in F . E . I. Bamil ton (ed)' 1 Con temporary 
Industrialisation. Spatial Analysis and Regional Development, 
Longman, London, 1978, p. 30. 
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The technical rela~shiPs of productiton are pelineated 

in the chart above. 1 It is ack~owledged that a particular ' 

production process 1~ predicated upon three decisions: 
o 

scale of operation, the technique emploYéd and the location of, . 
1) , ' .. 

are by no means lPutually exclus~~ve:/ production. ~hese decis10ns 

The first two, for j,nstance, exercise considerable influence / 

on each otber; the scale of operation determines the 

teohnology that is required, ,while the aV,a:i;.labili ty of 
, " 

• technology i5 a major factor in the scale ~reference, These 

two decislons may be interpreted as be1ng internaI to· the . 

1 

manufacturing process, but the effect of external factors on 'the 
" ~ 

proc~sJ can aiso - li6t 0 be downplaj"ed. ~t, is only after the 

.' decis!on _ to loca te p'roduction 1s- undertaken that the scale -of 

;. operation and the technique become appar"'nt:. The choice pf 
, • t 

technOIog~ and scale ,?f operation could t:hen be construed as t 

being su,b-s,ets of a major loc-a tion declsion. The determinat4!lem of 

loca'tion for a producti\'~ activity depends, of course, .on , . 
~~ny' elements, 2 '". Sorne of these are sketched out below and 

their infldence on locational~ choices in the leather and''-I 

reather products industry is also considered', 

. (~ 'The need for land is fundamental in aIl manufaG:t~r'ing 

activities and alongwithcapital, raw materi,Üs and labour it 

constitutes as the base of ope!ation, La,nd pr.eferences vary 

over 1tldustrial sectors for land is not homogeneous. l t 

1 • 

2. . . 

J 

, s 

Sorne of the elements have beeh abstracted from Smith 
(1979). For a detailed account see pp. '23-64 . 
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ta itE! natura"l attributes and 
1 

", 
differs with",respect 

this di versi ty which is an important consideration 

decisions pertaining ta the choice of locat:l:on. 
1 

.. , 

it is 

in 

The 'qoa111auve aspect of ;an~ i5 part1cularly impor1;ant ,in 

the case of tanning activi,ties. Tanning operations require 

significant ,quantities of water, sa land near sources of water 
( 

is des1.red. Secondly the tannery effluents are 

hazardo~s ta life in general, and are major pollutants. 

Their dispoal needs ta be. organised properly. There fore land 

which is qui~e removed from habitable regions is also preferred. 

Footwear manufacture and leather goods production, on the 

other hand, are acti viti~s where no major land specifiC?ations 

are needed, except perhaps access ta human resources. 

(ii) Capital needed ta assist the transformation process is 

the ~econd bas~c rec;ruirement of manufacturing ac'tivity. 

Capital distinguishes itself from land through its greater 

mobility, which is relatively higher for liquid capital 

than for physical. Access to sources of capital is a major 

determinant of locat'ion. However, its access1.bility 1.s 

dependent on the conditions of supplYil on the risk factor and 

upon ,considerations of stability, not only at the level of the 

enterprise but, of the system as weIL. 

The 'capital requirements in bath leather, leather goods a~d 

footwear production are low. Tanning though is a slow process 1 

which suggests that relativaly a good deal of capital is 

tied up for a signif ~cant period. In the manufacture of 

footwear and leather goods 1 the capital' outlays are less 

s1.gnif1.cant and the turnover is fair~y quick. 

" 

1 , 
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(ii1) AlI manufacturing requires raw materials . These 

~terials are not evenly spread Qver the globe.! Their 

-distribution could act as a major factor in the choice of 

location of a plant. 

RaW mater.l.als are perhaps the single most -.important aspect 

of production in the leather sector. It has been estimated 

that as much as fifty-five ta sixt Y per cent of the costs 
/ 

associated with leather manufacturing operations are due to 

1 raw materials. In the case of footwear and leather goods 1 

which utilise finished leather, 40 per cent and 35 per cent 
4 

of total costs respectively are made up by the intermedhte 

prOduct~ 0 

(iv) ~'FJrrequirements are yet another crucial element of 

manuface-là-e. The amount and type of labour demanded differs 

over industries. The distinctive labour requirements make·. 

sorne places more preferable th an others for locat~on purposes. 

Th~, degree of influence labour exercises on plant locations 
,/ 

varies over ~ndustrial sectors. In those sectors where 

mechanisation, automation and the tendency to substitute 

capi tal for labour 15 high, the importance of labour as a 

locational factor diminishe s. However 1 advantages wi th 

respect te cast, quality and quant~ty are still vital for sorne 

industrial sectors. 

1 • 

2. 

See UNIDO 1 World-Wide Study on the Leather and Leather 
Products Industry, UNDP/ICIS 934, 1979. 

These figures are rough estima tes. Interview wi th 
Juhani Berg ,technical expert on footwear manufacture and 
Senior Industr~a~nDevelopment Officer, United Nations:hdustr~a 
Development Organ'iJsation (UNIDO), 1 4th January, 1982. 
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The leather sector is characterised by a relatively high 

labour in tensi ty in production. The skill factor 15 not 50 

important either in tanning or in leather goods manufacture, 

but certain skills are a necessary requirernent for footwear 
1 

production. Overall the availability of labour plays a major 

role, as in 
1 

other trad.itl~nal sectors, ln the location of 

productive activities aS50ciated with leather. 

(v) In an open economy, access to markets, ls an influence in 

industrlal location. The significance of the market as 

regards labour, raw mate~ials and the final, distribution of 

products is fairly clear. The effect of demand on location 

can be analysed by evaluat1ng the natur.e" of the market, the 

cost of supplying it and che price =harged for the product. 

Proximity to the market 15 advantageous in many ways. 

Besides elim1nating certain indirect; costs, ' ..• easy. access 

to a large ma;rket may permit scale ecanomies ta be achieved 

that will more toan offset the cost of assembling and 

processing materials that are greater than in other possible 

locations 1 • 1 This 15 a major cancern in leather and leather 

goods manufacture, given the nature of industrial organisation, 

where small and medium scale firms predominate. * The 

behaviour of a small firm is significantly different from that 

1. M. Ch~sholm, Geography and Economies, G. Bell & Sons, 
London, Praeger, New York, 1966, p. 147 . 

.. Only BATA Interna tional, engaged in the production and 
distribution of leather, leather footwear and leather 
goods could be classified as a transnational firm with 
large scale product~ve capacities. Bally and Salamander 
are two others who have multlnat~onal operat~ons. 
However 1 tney are es.sentially involved in the retail trade. 
Most of their production 15 abta~ned 1;hrough sub­
contracting to small producer units in Italy and Spain. 
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• 
of a larger econom~c concern, as the producers are much 

more vulnerable to cost pressures. Hence location near the 

markets is preferred by the producers of leather and 

lea ther goods. 

(vi) Transportation and the associated costs are important 

issues as weIl in the choice of location. With recent 
( 

advances being made in commupication and speciaIIy given the" 

changing nature of the firm, the importance of transportation 

has declined for many industrial sectors. This is not so for 

the leather and leather
l 

products industry, where the industrial 

organisation h~s not U1dergOne any appreciable change over 

the last two decades. For this sector, in sorne cases "the 
1 

transportation costs can be prohibitive. 

(Vii) The inducements offered to the industry are also of 

concern in industrial location. In the realm of policy, steps 

ta ken by governments towards fostering growth in a 

particular sector can play a decisive role in the cho~ce of 

location. 

These factors by no means exhaust the list that needs to be 

considered in location decisionsi they are only sorne of the rnost 

obvious. For example, the existence af a necessary lnfrastructure 

and a reasonably functioning services sectar is aiso cruc1al 

in the choice of location. It 1s unl~kely that an entrepreneur 

would locate production where his survival lS jeopar-dised 

and prospects of growth hampered by externa~ diseconomies. 

Once all the fac~ors, which ~nclude the pure economic as 

weIl as the socio-Volitical, are evaluated by the entrepreneur, . 
a decision to locate or not to locate production ~s taken . 

.. 

.. 
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If the decisions is positive, it may still be difficult to 

postulate tha t such a decision is the best obtainable', for 

future developmen ts eould produce economies as weIl as 

diseconomies of scale. The, most that can be suggested ls 

that such a locational pattern satisfies' certai~ necessary 

candi tions of optimality. As Losch reflected in his 

pioneering work: ' ... there is no. scien tific and unequivocal 

solution for the location of ~ndustrial firms, but only a 

practical one: the test of trial and error' . 1 

d 

The Comparative Cast Doctrine and Policy Formulation 

In understanding the policy actions of rnost developing 

countries; we broach the question of the allocation of resources 

with the discussion being centered around the involvement of 

the classical principle of comparative advantage and the 

consequent argument of growth promotion through specialisat~an . . 
More specifically, use is made of the Heckscher-Ohl~n account 

2 of the comparative cast doctrine, as a basis for policy 

decisions. The version pf the doctrine essentially advances 

the view of benefits accruing to a country though the export 

of comrnodlties produced by the utilisa tian of the country' s 

more abundant factor of product~on. On the other hand, the 

corntry imports th;se corrunodities produced w~th its relatively 
1 

sdarce resources. In short, the comparative cast doctrine 
i 

postulates an optimum pattern for a count~in production and 

trade 1 by comparing th~ opportunity cost of producing, a given 

1 • 

2. 

August Losch, The Economies of Locatlon, Yale University 
Press, New Haven, Conn. 1954. 

See J. Bhagwa t~ l 'The Pure Theory of In ternat~onal Trade: 
A Survey' 1 in American Economie Associates, Surveys of 
Economic Theory: Growth and Development, vol.2, Macmillan, 
New York, 1966, pp. 172-181. 
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commodity with the priee at wh~ch it can be ~mPfrted or 

exported. The cr~ t~cal assuI1'.pt~ons reflect comparable 

factors of product~on and homogeneity of productl.on functions 

among countr ~es, as weIl as full employment and equl.l.j.br ium. 

Essentially the assumptions are similar to those ao.vanced 

by the general equilibrium theory. 

Consl.deration of pollcy formulation in the developing 1 
countrl.es s ~mply from the view point of classical comp ratlve 

advantage theory is not only flawed but aimless. The 

class~cal concept i5 static, and given its restrictl.ve 

assumptions i t ignores the real ~ ties that underll.ne most 

developin.g econom~es today. However, the applicab~lity of 

the comparat~ve cost doctrlne to t~e 5ituat~on characrer~Sing 

fresent day develop~ng countries lS not totally lrreievant. 

On the contrary, w~ th certain modiflca tions the doctfine l.S 
1 

extremely relevant. These modifications take the forro of a 

more dynamlc approacn, for lt: ~s essén cially t:ne s cat:1C 

nature of the theory whl.ch limi ts its applicabili ty and which 

needs to be ellminated.' 

If the interdependence of growth and trade theory ~s postulated, 

then a more dynamlc lnterpre~i!t ion ~f the compara t.l. ve 

advantage theory, 1.ncorporating grO,wth F is concelvable. There 

are apparent contradl.ctl.ons in the impllcat1.ons ot the two 

theor1.es, which are a result of thelr dlfferent or1.entat1.on 

and assurnpt1.ons. A resol ution of these con tradlct~ons, l. t 

1 . Jacob V~ner in defendlng the comparative cost approach 
adml.ts tha t a dynam1.c comparatlve advan tage approach 
1.S neces sary, to account for chahges ln the er f lClency 
of productlon over t.l.me, t.:'e eXl.stènce or external 
econom~es and the d~fferences in the opportun1.ty cost 
and market pr1.ces of cornrnod~ties and factors. 
·Stabil~ty and Progress: T:'e poorer Countrles 1 Problems' 
in D. Hague (ed), Stabl.ll.t·'T and Proqres5 in the World 
Economy, London, 1968. X. 

\ 
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is fel t ,would contribute greatly to the development of a 

theoretical framework for analysing pol icy issues. 

The modifications suggested by incorporating growth theory 

are dynamic in an essential way 1 as Chenery notes, ... in 

that a particular change depends not only on tirne but oh 
1 

other variables in the system'. 1 Basically what is reJired 

is the repudiation of sorne restrictive assumptions of the 

,cornpa,rative cost doctrine. In particular, the equ~l~brium 

in factor markets needs to be dropped, .ln order to allow for 

qualitative and quantitative changes in the factors over tirne, 

and to take account of the external and lnternal economies of 

scale. The consequences are described by Chenery: 

"These changes destroy the sirnplic.J..ty of the classical 
system, in which allocation decisions can be based on 
a partial analysis because adjustments in the rest of 
the economy are reflected in equilibrlum market priees. 
In the dynamic analysis, it rnay not be possible to state 
that a country has a comparative advantage in producing 
steel 'Ni thout specify~ng also the levels e>f ?re>è.uction 
of iron ore, coal and metal working over time. In 
short we are forced to compare al ternati ve patterns 
of growth rather than separate sectars, and we cannot 
expect to find simple generalisations of the Heckscher­
Ohlin type concerning the characteristics of individual 
lines in production." (2) 

Even after these mod~fications, we cannot safely suggest 

that an effic~ent allocation of resources will take place. 

What at best could be impl~ed is that such a pattern of trade 

and production would maximise incarne over time. Given the 

interdependence of sectors 1 the preferences of sectors in 

1. Hollis Chenery, 'Comparative Advantage and Development 
POlicy', in AEA, Surveys of Economie Theory: Growth and 
Development, Macm~llan,' New York, 1966 ,1 p. 129. 

1 
2. ~. p. 129. 

'. 
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production and trade can no longer be made aJ.ong the lines 

of the principle of comparative advantage. l t could be 

stated, however, that a country has a comparative advantage 

:in a particular sector for a specified set or production 

:tevels in the supply ing and using sectors. Such a provision, 

" 
Chenery states, '... may be unimportant [for a developed 

country], .but in the less developed ones it is crucial in a 

njr of :ndustries" 1 

The sectors that are therefore chosen are selected to 

satisfy a basic objective of most developing countries. 

Through production and export of commodities l.n which a 

country enjoys a comparative advantage 1 not only are the 

incorne and employment levels being ra15ed but rnuch nt;t:::,]"';': 

foreign exchange i5 aiso being acquired. The acquisition of ," 

foreign exchange 1s of utmost urgency for most developing 

countries in order to pay for the necessary inputs 1 usually high 

technology goods, required ln the developmen t of certaln key 

sectors of the economy, not to mention the need to serVl.ce exterral debt 

The thesis does not specl.f ically deal with the policy 

formulations in the developing countries. However 1 the 

framework outlined above can be construed as a guiding 

principle for I?OllCY deCl.S10nS ln many developing countrles. 

It should be clarified that adequate theory only serves as a 

launching pad iri the formulation of developrnent p011Cy. The 

environment in which the policy maker functions also plays an 

important role in reachl.ng the practlcal conclusions of 

1. Ibid. p. 151. 
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specified objectives. 

.-, 
, The theoretical princ iples "underlying the choice of locati'O(l , 

.. 

and policy need to be asserted to under~stand the basic issues 

which rule trade in specifie commoditi~s, between tne 

developing and developed countries and also to analyse the 
.". 

expansion of sectors such as leather in the developing ~ ... 

countr~e5 and th~ir subsequent decline in the developed world. 
-----

The theoretical groundwork having been established, it is now 

necessary te elaberate the historical developments ~hich 

have characterised the leather and leather products industry 

over the last two decades. This is attempted in the follow~Ilg 

chapter. 

.. , 
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CHAPTER II: AN OVERVIEW OF GLOBAI,; DEVELOPMENTS IN THE 

LEA"THER AND, LEATHER PRODUCTS INDUSTRY. "1965-1977 

In the last ten -to fifteen years, the leather and leather 

prod\1cts industry in the European developed market economies 

(OMBCs) has shown considerable decline. The products of this-

sector, from the DMECs, have in recent years suffered in 
, ' 

markets aIl over the world, }iS their production has been 

cost-inefficient compared to production in the developing and 

low-wage devel'oped market economies. The wage element is 

véry impo rtan t . The sub-sectors of the industry - tanning, 

footwear, garments and leather goods manufacture - are still 

f~damentally traditional labour-intellsh~e ~~t- i vi ties . 

Even with the application of modern technology in the 

different production processes, the operations have at bast 

been described as '... craft process (es) assisted by science, 

di 1 
technology and machinery '. - As a consequence of the co st-

efficient nature of production in the low-wage countries, 

the industry has exhibi ted significant growth in these regions 

commensurate with the decline in the high wage countries. 

1. Arie Kuyvenhaven, 1 Technology 1 Employment and Basic 
Needs in Leather Industries in Deyeloping Countries " 
Discussion paper 51, Erasmus Universi. ty, 
Rotterdam 1 980, p. 22. ~ 
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The" primary objective of this chapter then, i5 to highlight· 

global developments in the\leather and,leather~products industry, 

to ascerta~n the extent of growth and decline in the various 

reg ions. The reason is tWd- . ' 
fold. First, a sketch of global developments is required to 

clarify the dominant trends in the industry, which in turn will 

enable us to furnish a perspective on structural change in 

the leather sector in the DMECs. Such a perspective is 
, 

necessary because: (a) we "note that international developments 

have far reaching consequences for the industry in specifie 

regions; and (b) it is confirmed historically tha t 

structural change in specifie regions has relevance not only 

for particular adjustment process,es, but also for restructuring· " 

as i t manifests i tself internationally. 

o 
Second, in the final analysis the questi.on we are 

confronted wlth J.S one of direction: wherè ~s the industry 

"headed? The orientation of change can only be determined 'by 

first examining the varJ.ations in ~ndu,strial structures in 
.., 

the developed and developing rÊ!gions of the world, and second, 

by evaluating the performance of these industrial structures 

" in different regJ.ons over time, with a specificatio~ of the 

nature of particular problems that each regi,on encounters . 

'In this chapter, an essentially quantltative expos~tlon of 

developments over the last ten to fifteen years in hvestock, 

hides and ::;kins, tanning, leather footwear and leather goods 

(garments) sectors lS presented. This 1s supplemented by a 
-,~ 
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CJenera~ consideration of trade flpws, in the leather' and 
i 

leather products industry, betweJn the devloped ànd developing 

regions of the world. 

Livestock, Hides and Skins 

The basic raw material for lepther and leather goods production 
~ 

is obtained from a conglomerat ion of fam bred and other 

animaIs, both mammals and amphibious and non-amphiblous 

reptiles. General observation and empirical evidence 

suggest cattle, sheep and goats as the predominant source of 

"supply,' as 95% of the raw rnaterial used in lea'ther production 
1 

ls acquired from them. Horses" plgs, camels, donkeys, and 

reptiles are the other major sources. These latter 

anthropoidal spec ies, however, are characterised by limi tefli 

availablity and/or by specialised production processes in the 
, 

conversion of thei= ski..:1S to leather and are therefore, not 

as decisive as the former. The attention thus, will be 

focused on the aforementioned species. 
\ 

In 1977, the global population of the cardinal livestock forms 

--~--..""was esdmated at 1,301 million head of cattle t 957 million 

head of sheep and 457 m:i.lli"on head of goats. Of the total 

population, the majonty (55%) were ta be found in the 

developing coun tr:i.e s . A breakdwon in to spec if le group ings of 

cattle t sheep and goats show the relevant percentages ln th~ 

4eveloping regions, to be 58.8%, 41.3% and 78% respectively. 

FOr the developed market countries the approprlate shares were 

23% for cattle, 33.2% for sheep and 4.1% for goats. The 

remainder was(the population in the centrally planned economies 

of Asia and Easterp. Europe. 
) , 
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TABLE 2.1:', LIVESTOCK POPULATION AND SLAUGHTER RATIOS (1977) 

CATTLE . ,- SHEEP:-- , GOATS 
REGIONS 

Numbers Slaughtered % Numbers Slaughtered t Numbers Slaughtered . 
" 862 129.6 4,~ -183.2 Developing countries . 15 40.2 434 153.5 

'ft 
(including Asian '" CPE) 

'" . 
Developed countries 439 156.1 35.5 506 200.5 39.6 23 13.5 
tincludiQg Eastern p , . . ,,, 

Europe and USSR) 

World 
. 

1,301 285.7 
<8 

21.9 957 383.7 40.1 457 1 167.0 
~ 

0 . -

SOURCE: prepared from data 'in UNIDO f World Wide Study on the Leather and Leather Products 
Industry, UNloo/rCIS,. 134, 1979. 

( 

/ 
1 

! 

A 

f~-""· 

" 

b 

, 
35.4 

58.1 
& 

36.5 

.'~ tJ ~ " -::.: ...... 

... 

\ 

.,. 

r'" 

." '. 



, . 
... ~ ... I"~'''',I",~ êtr"w}':: , 

t 
-f 

f 
Î 

. . , 

( 

c 

-20-

, 
This snapshot view tJlen establishes the developing reg ions 

as the major habitats of these animaIs. It As important 

to empahsise again that the .i.nhabitants are not so widely 

dispersed as one might imagine. Though they may be found in 

aome quanti ty in all regions, the_major population and species 

are relatively concentrated in particular areas of the world . 

On the face of it, the massive population of the animaIs 

suqgests an equally massive supply of hides and skins. 

However, two factors exercise a strong influence on the 
. 

procurement of this bëi-sic raw materia1. First, the supply 

of hides and skins is dependent upon the demand for meat, 

rather than being a direct result of a demand for feather 

goods and footwear. The figures that matter then a:-e ::0r 

the animaIs slaughtered. These in' turn are associated with 

the demand for meat. Second, the rearing of animaIs and 

their slaughter in different areas of the world is conditioned 

by factors whose scape is not only economic and technical 

but aiso social. Ta take the example of India, in 

many "regions slaughter of cows is prohibi ted on religious 

ground. AIse in many places in Africa, the size of a cattle 

and goat herd ls a direct determinant of a man 1 s social 

status, and a diminution in size- of the herd is conside,red 

as a faii in, man' s stand~ng in society. These social aspects 

have consequences not only for particular regions, but to 

a l.arge extent also play a major role in the determination of 

the actual woridwide ayailal:?ility of the material. 
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In 1977 of the total populati.on of the world 1 5 primary 

livestock only 21 .9% of cattle, 40.1 % of sheep and 36.5% of 

goats were slaughtered (see Table 2.1). Differenti.ation by 

regi.ons reveals that although the population of livestock is 

higher in the developing countries, the slaughter ratios 

are significantly lower th an the ones for the developed 

countries. Numerically, the evidence translates into 15% 

cattle, 40% sheep, and 35.4% goats as percentage of livestock 

1 
sl~i.n in the developing countries. Concerning the li vestock 

population in the developed regions, including the European 

Centrally planned Economies, the relevant slaughter percentages 

were 35.5% for catUe, 39.6% for sheep and 58.7% for goats. 2 

~hus 1 whereas the figures ;or the l.l.vestock population in 

the developing countries are irnpressive indeed, the sarne 

cannot be said for the supply and procurement of hides and 

skins' from these economie~. 

It is not only in quantitative terms that the developed 

countries have an advantage as regards the supply, .but also 

in tenus of quality. The sûperior quality of the raw material 

from the developed countries is directly related to the 

technically advanced animal husbandry methods PEacticed in 

these coun tries. The larger quanti t~es obtained in the 

industrialised economies 1 (ie., the yield and surface area of 

the raw material procured from the developed count;ries being 

far in excess of that acquired fram the developing regions), 

could also be ascribed ta these practices (see Table 2.2)., 

1. Includes the Asian CPEs_ 

2. Including the Eastern Europe CPEs and USSR. 

: fi ' 
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TABLE 2.2: WORLD SUPPLY OF RIDES AND SKINS (1977) 

BOVINE BIDES AND SKINS 

Milli.on 'of 1000 'of Million % of 
pieces WOrld Tons World sq. ft. world Total 

Developinq countries 
(includinq Asian 
CPEs) 129.6 

Developed countries 
(includinq Eastern 
European CPEs and 
USSR) 156.1 

World 285,7 

Developinq countries 
(incl udinq Asian 
CPEs) 183.2 

Developed countries 
(including Eastern 
European CPEs and 

Total Total 

45.5 2101.0 40.3 

54.6 3106.4 59.7 

1~;~7.4 100.0 

SHEEP AND 

47.7 115.8 37.5 

USSR) 200.5 52.3 192.7 62.5 

World 383.7 100.0 308.5 100.0 

3369.3 

5526.2 
} 

8895.5 

LAMB SKINS 

1284.5 

1453.1 

2737.6 

GOAT AND KID SKINS 

Develop'inq countries 
(including Asian 
CPEs) 153.5 91.9 116.5 91. 7 770.7 

Developed countries 
(including Eastern 
European CPEs and 
USSR) 13.5 8.1 10.6 8.3 63.5 

World 167.0 100.0 127.1 100.0 834.2 

37.9 

62.1 

100.0 

46.9 

53.1 

100.0 

92.4 

7.6 

100.0 

SOURCE: , Prepared from data 1.n UNIDO World l'Vide Study on the Leather and 
Leather Products Industry, UNIDO/ICIS, 134, 1979. 
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Specifically, the relevant approximations for bovine hides 

reflect a much larger supply from the developed countries 

than from the developing areas. The p~cture for sheep and 

lambskins closely resembles this. However, the sheer 

numbers of goats ~n the developing co~ntries, attests to 

a relative supply si tuati0t;l in goatskins and kidskins opposite 

to the one noted for cattlehides and sheep/lambskins. 

Tanning 

The policy adopted by the developing countries of curtailing 

exports en masse of raw hides and skins, in order to service 

the domestic production units has proved extremely beneficial 

for the development of the leather ~nd kêather products 

. i~dustry in these economies. The ramifications of this 

policy have be'en, a t this stage, most pronounced in the 

tanning sector. 

In the developed market count~ies, production of leather is 

noted to be declining. Burdened with high factor costs, 

quite a few tannerJ..es have closed their operations or 

1 merged. Even with the productivity increases that are 

noted, the tanning sector in most industrialised economies 

has responded nega'tively. ProductJcn has migrated from the 

industrialised to the developing countries and within the 

developed bloc to regions with low wage labour. But the 

• situation has not been resolved altogether. The pressures 

1. See the following chapter of this study for a more 
detailed assessment of closures. ( 
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that the industry, particularly the tanning sector, had been 

subjected to were quite severe and a lot of old problems 

still persiste The responses of the entrepreneurs in the 

developed countries ta these developments will be dealt w~th 

later. However, suffiee it ta, say that as \a result of these 

developrnents, we note a continuous fall in the industrialised 

bloc's share of global production over the last ten years. 

Hides and skins first are 'cured' by a simple process ta 

prevent putrifaction and decay, and are then tanned into 

leather. Tanning units are not high technalogy industries and 

can be ernployed at different levels of development. They 

can tange from very traditional and artisenal in form~ to 

highly rnechanised operations. The quality Qf the product . 
that is realised varies not only over the type of plants in 

use but also over the production processes. The 

considerations governing production are in most instances 

market derived. For example, in most developing eountries 

it becomes feasible ta direct processes toward~ the production 

of law quality leather for use in end products slated for 

sale ta rnass low incorne units, whereas high quality leather , 

usually ends up as an item of exporte 

In 1-977, 12 billion square feet of leather (composite of hides 

and skinsl was made available for various production uses, of 

which 61.64% was processed in the developed countries and 

38.4% in the develop~~ns (see Table 2.3). In terms of 

consumpt~on, 70.1 % of the total supply of tanned lea ther was 
, 

abs~bed by production units in the develaped countr~es. The 

'. 
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industrialised economies are thus noted as the major markets 

for sem~-tanned and tanned leather. 

TABLE 2.3: COMPOSITE HIDES AND SKINS AVAILABLE SUPPLY AND 

NET CONSUMPTION OF LEATHER (Million Square Feet) 

(1977) 

Ava:ilable \ Tanning % Net , 
Supply Input Consumption 

Developing 5424 43.5 4782 38.4 3730 29.9 

Developed 7043 56.5 7685 61.6 B737 70.1 

Total 12467 100.0 12467 100.0 12467 100.0 . 

SOURCE: Prepared from data in UNIDO 1 World Wide St 
on Leather and Leather Products Industry, 
UNIDO/ICIS 134 , 1979. 

In the developing countries between 1966 and 1976, the 

production of bovine light leather went up by 54%, and that of 

sheep and goat leather by 53% (see Table 2.4). The growth 

was particularly significant in the major Latin American 

countries, such as Argentina, Brazil, Mexico and Uruguay and 

in the "larger South Asian econom~es of India and Pakistan. 

In the Latin American case, production of bov~ne light leather 

accounted for almost 50% of the total output of the 

developing countries in 1976, while 55% of the total production 

of sheep and goat leather from the developing countries, could 

essentially be attributed to South Asia and to sorne extent 

the Far East. * 

* Though the data in table 2.4 does not d~stinguish between 
Far East and South Asia, the fact that South Asia has been 
a more dominant force in the production of sheep and goàt 
lea ther i s acknow ledged by mo s <t expert s . 
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TABLE 2.4: PRODUCTION IN DEVELOPING REGIONS (Million 

Square Feet) 

BOVINE LIGBT LEATBER 

AU Developing Countries 

Latin America, 

Far East (and Soùth As~a) 

SHEEP AND GOAT LEATHER 

AlI Developing Countries 

Latin America 

Far East (and South As.i.a) 

1966 

712.2 

304.6 ' 

16.8 

560.6 

70.5 

322.2 

1976 

1094.7 

497.5 

112.0 

857.7 

117.'" 

474.6 

SOURCE: Tabülated from data in UNIDO data base. 

57.7 

63.32 

566.6 

53.9 

66.1 

47.3 

The developing countries leather processing grew by 44% in 

hides and 30% in skins between 1966 and 1977. In 1977, 

( 

estimates pointed to 99% of the total supply of bovine hides 

in the developing countries being utilised by local tanning 

units. The rate of utilisation of domestic supply in sheepj 

lambskins and goat/kidskins was estimated at 68% and 77% 

respectively. It ~~ predicted that by 1985, the tannery 

inputs in the developing countriés would show an appreciable 

increase over the 1977 figures. The composite share of 

hides and skins inputs, obtained from within the developing 

regions is expected to go up from 79.3% in 1977 to 84.5% in 

1985. Moreover, the developing countries position 

internationally is aiso likely to improve by 1985, with 

their share in the utilisation of global supply r~sing from 

~, 
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44.2% to 48%. The point to be made here is that whereas 

a decade or 50 ago, the developing countries with major 

livestock populations were essentially suppl~ers of hides 

and s~ins to the developed econornies, they are now absorbing 
'1 

much 'of the raw mate rial in domestic production. !ndeed 

many developing countries are already net importers of raw 

1 material, according to one renowned expert. A fact which 

is reflected by the excess of tanneJ:Y input in these economies 

over available supply. 

( 

) 
o 

1., Interviews wlth Mr. Magne Nestvold, Senior Industrlal 
Developrnent Officer, Industrial Operations Division, 
United Nations Industrial Development Orgënlsation, 
November 1981 - February 1982. The countries spec1fied 
by Mx. Nestvold were the Republic of Korea, Taiwan, 
India, Brazil, Argentina, Mexico and Pakistan. 
Unfortunately it is not possible to give a more 
comprehensive picture due to data constraints. 
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TABLE 2.5: - AVAILABLE HIDE AND SKIN SUPPLY AND TANNERY INPUT - PRESENT AND PROJECTED - 1977 and 1985. 

BOVINE 

Developed 

Developing 

World Total 

SHEEP AND LAMB SKINS 

Developed 

Developing 

World Total 

GOAT AND KIDSKINS 

Developed 

Developlng 

World Total 

1977 (Estimated) 

AVAlLABLE SUPPLY TANNERY INPUT 

Million Square Million Square 
pleces ft. (mil) pleces ft. (mil) 

156.1 5526.2 157.4 5572.0 

129.6 3369.8 128.3 3321.0 
~ 

285.7 8896.0 285.7 8896.0 

200.5 1453.1 259.4 1868.0 

183.2 1284.1 124.3 870.0 

383.7 2737.2 383.7 2738.0 

13.5 63.5 49.5 246.0 

153.5 770.7 117.5 588.0 

167.0 834.2 167.0 834.0 
- - -

1985 (Projected) 

AVAlLABLE SUPPLY TANNERY INPUT . 

Million Square Million Square 
pieces ft. (mil) pieces ft. (mil) 

159.7 5621.4 156.3 5533.0, 

140.1 3628.0 143.5 3716.0 

299.8 9249.4 299.8 9249.0 

" 

209.3 
.", 

1525.1 259.3 1875.0 

192.2'" 1346.2 142.3 996.0 

401.6 2871. 3 401.6 2871.0 

, " 

13 .4 62.1 43.4 202.0 

162.0 810.3 132.0 670.0 

175.4 872.4 175.4 872.0 
- - - - -- -- -- - --

SOURCE: Calculated from data in World Wide study on Leather and Leather products Industry, 
UNIDO/ICIS. 134, 1979. 
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Consumption of Leather 

In absolute tenns, leather consumption has gone up in both 

the developed and the àeveloping regions. However, the gr~wth 

rates for the latter eas~ly outdistance those for the 

former, implying that structural expansion in the developing 

regions has been greater than in the industrialised economies. 

The success that has been achieved by the developing 

countries in broadening their base of operations is clear ly 
.. 

attested to by the increasing share of leather consumption 

in these economies. 

For the period 1972 to 1977, a 24% increase is noted in 

the COT'!~:".1I'lption of leather in the developing countries, and 

it is expected that by 1985 it would increase by another 

8%. Similarly, the consumption of leather also increased in 

the developed economies, in the 1972-77 per~od, put the rate ~ ____ 

of growth (13 %) was less than in the developing coun tries. 

By the end of 1985, the forecasts for the"developed economies 

suggest a minimal improvement (2%) over the 1977 figures 

(see Table 2.6). 

TABLE 2.6: NET LEATHER CONSOMPTION (Million Square Feet) 

1972- % 1977 % ProJected % 
1914 1985 

Developing 1 

., 
Regions 2,998 28.0 3,730 29.9 4,040 31 .1 

Developed 
Regions 7,727 72.0 8,738 70.1 8,952 68.9 

World 10,725 12,468 12,992 

SOURCE: Tabulated from UNIDO, OECD and ILO data 
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Footwear 

Footwear production is the largest consumer of leather 

among aIl branches of leather ~oods which compete with it 

for the available supply. In recent year& trends have indicated 

a declining share in leather consumption for the foot wear 

industry in general. Nevertheless, the majority of the 

leather which is produced and made available for downstream 

prodüction is still absorbed by the footwear sector. Over 

the years though, leather footwear has lost sorne of its 

pr~cy with more end uses being found for leather, and with 

the advent of synthetics, mass footwear manufacture can no 

longer be ba~ically identified with leather. 

The developed countries are the major producers of leather 

shoes, accounting for 72.2% of the world output in 1977. 

However, foo±wear manufacturing in the developed regions has 

suffered over the years, declining 13.4% over the period 

1966 to 1977. During the same perlod, production of leather 

footwear in the developing countries has gone up by 48.2% 

and also their share in the total output has risen from 

20% in 1968 to 28% in 1977 (see Table 2.7). 

TABLE 2.7: WORLD LEATHER SHOE PRODUCTION (Million Pa~rs) 

Deyeloping Countries (including 
the Asian Centrally Planned 
Economies) 

Developed Countries (including 
the European Cen trally P lanned 
Economies) 

1968 

574 

2,295 

2,869 

SOURCE: Tabulated from UNIDO, OECD and ILO data 

1977 

851 

2,216 

3,067 
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It i5 projected by UNIDO that by the end of 198"5 the 

production of leather footwear in the developing economies 

would have increased by 15% over the 1977 levels. Much' of 

the growth i5 to be centered in Latin America, where production 

1s expected to go up by 25%. Compared to this, a 4 % increase 

is envisaged for tne developed economies; the major grOwth 

areas being Southern Europe and Oceania. Forecasts of a 
) 

r1se in the consumption of leather shoes in the period 

1977-85 are also in order, with consumption in the developing 

countries expected to rise by 1~% and in the developed 

regions by 5 % (see Table 2.8). . 

TABLE 2.8 : PRESENT AND PROJECTED PRODUCTION AND 

OF LEATHER FOOTWEAR (Million Pa~rs) 

PRODUCTION 

1977 1985 % 1977 
(Est. ) (Proj . ) (Est.) 

Oevelopinq Regions 
(includinq the Asian 851 987 15.0 768 
Centrally Planned 
Economies) 

Oeveloped Regions 
(including the European 2,216 2,307 4.1 2,298 
Centrally Planned 
Economies) 

TOrA!. 3,067 3,394 7.4 < 3,066 

SOURCE: Tabulated from data in UNIDO data base. 
' .. . 

-

CONSUMPTION 

CONSOMPTION 

1985 
(Proj .1 

888 

2,406 

3,294 

% 

15.6 

4.7 

7.4 
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Leather Goods (Garments) 

In recent years, a significant growth is noted in the world's 

leather product ~ufacturing industry, with the garments 

sub-sector contributi~g the most to its development. In the 
) 

last fifteen years, there has been a substantl.al increase in 

production in this sector. Much of the leather supply 

l' 
supporting this growth has been at the expense of other 

manufactures, particularly footwear. In the developed 

countries especially, it is observed that while in 1968 ooly 

a minor 10% of the available leather supply was being 

utilised in leather garment production, it had swelled to 

30% in 197ï (see Table 4.6). 
r, 
i -

The tncipientproduction techniques in garment manufacture 

utilised sheep and larnbskins predominant~y, and to a lesser 

extent goatskins (which were and are essentl.ally used l.n the 
J 

manufacture of high fashion and luxury items, such as 

shirts, ladl.es gloves, etc.). However, recent technological 

innovations have presented cattlehiges as a major raw 

material 1n the production of garment leather. This singular 

development has ~een by far the most influential factor 

stimulating the ma~sive growth in the leather garment l.ndustry. 
-.......... ----. 

Leather products and garment manufacture ls strongly 

influenced by de9ign and fashion. If there - ls sorne sort of" 

balance wi th respect to footwear manufacture, ,between 'need' 

and more fad oriented influences as determinants of 

production volume, garment manufacture is almost totall~ 

dictated by design and fashl.on consideration. 
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The market conditions in this sector are representative of a 

strong demand factor, ana with the recent inroads made in 

expanding the avâÙable .. supply, the demand can now be met 

more effectively. 

In terms of trends in producti9n 1 the developinq coun tries 

have an upper hand ovet the developed regions in absolute 

terms. In 1977,56% of output came from the developing 

regions, 34% from the developed market eCQnomies, while 

Eastern European nations produced 13%. Production is 

c~centrated in particular regions of the world, w1th 

""" Sout~ast Asia (Republic of Korea and the island of Taiwan) 
\, 

accounting for almost one-third of the global outpu't. The 

share of the developing countries is expecte~ 'to rise, though ____ ; 

----------not significantly. Many experts believe that the 

centrally planned economies of Asia, most notably China, 
", 

will play a majClE. t'ole in this projected gr::Jwth. 1 In the 
\ 

developed econom,ies, production is expected to go up as well 

though the~r share~ in total output is a projected decline. 

On the consurnption side, 90% of the production of leather 
" 

garments is estimated to be absorbed in the developed 

countries markets (1977 figures), with the Western European. 

nations constituting the biggeS't share - 38% of the total 

world consurnption. UNIDO projections lndicate a 74% inc~rease 
~ 

in consumption for the developing countries to the year 198-s--,=:.-

with their share ln total global consumption going from 10% in .. 

1977 to 16.2% in 1985 (see Table 2.9). 

op.cit. Intervl.ew w1th .Mr.Magne Nestvold" UNIDOi Vienna, 
198'1-82. 

. . 
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TABLE 2.9: PRESENT AND PROJECTED PRODUCTION AND CONSOMPTION 
" . 

OF LEATaER GARMENTS (Mi~lion Pairs) .. 

1977 1985 , 1977 1985 \ 
(Est. ) (Proil· ) (Est.) (PrQj .) 

Oevelopinq Raqions -(includinq the AsLan 21.3 24.0 12.7 3.9 6.8 74.4' 
Centrally Planned 
Economies) 

.- '" 
" ' 

Oeveloped Regions 
(includinq the East 17..0 18.0 5.9 34.4 35.2 '2.3 
European Cen trally .. 
Pl&JU1ed .Economies) 

TOTAL 38.3 42.0 9.7 38.3 42.0 9.7 

SOURCE: Tabulated 'from data in UNIDO data base. 

Whereas favourable trends are noted in production and 

consumption _in the dev'eloping countries, much of the product;i.on / 

will continue to be absorbed in the developed market econo~i,es-,: / 

. Even though consumption levels are expected to, rise in the 

developing regions '. given the projected increase in the 

standard of living of most people, the sco~e of potential 

market dêv:elopmen t 1s re la ti vely small. 

International Trade 

\ 

The trade in the leather sector, between the major trading 

zones has grown signific.antly in the last decade. The 

striking element of this growth, has been the advances made 

by the developing cO\llltries in expanding their exports of 

_ __ ~-;2. ____ 

.. 
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lea ther and leather products. The rise in exports reflects 
• 

not only the development of the industry in the developing 

regions, but also the inten.sification of competition between 

the developing and developed countries in world markets. 

Production in the developing countries in those industries 

in which they enjoy a comparative advantage has been geared 

towards the fulflilment of three bas ic obj ectives : 

(i) the addition of value to the raw rnaterial at source; 

(11) the creation of employrnen t and incarne i and 

(ii:1.) the acquisition of foreign exchange through exports. 

These objectives are specified in the economic policy of 

many developing countries. In the leather sector, as much 

of the produce of the developing coun tries is 

exported to the developed regions, which are the major 

markets, i t would be safe to suggest that international 

movements play a major raIe in shap ing the produc":ion 

structure of Iea ther and leather products industry in the 
/ 

developing regiOIjls. 
J 

The curtailment of raw hides and skins exports by many of 

the larger developing counÙ·ies, to the developed market 

economies is a consequence of the economic policy. The 
r> 

curt~ilment is designed to fulfill the first two objectives, 

ie., add value at source and increase income and emptoyment. 

The cutbacks are evident from the da ta (see Table 2.10), where 

we note tha t the share of the developing regions in the total 

imports of the developed market economies declined from 24% 

in 1 970 to 1 4 % in 1 97 7 • 

:f' 
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TABLE 2.10: IMPORTS OF HIDES AND SKINS (SITC 211) BY 21 DMECs ( 1977) 

.. ' 21 DMECs(b) 
Country ~r~ing 
of Country 

1970 ' 
Growth rate 

Origin or Region USA Japan EEC ltaly EFTA 1977 1970-77 {a} 

World 97 324 1147 511 - 142 1720 619 16\ 

21 DMEC 45 305 921 310 17 1405 414 19\ 

EEC 2 16 515 229 63 596 133 24\ 

FRG 0 1--- '. 71 37 12 84 27 18\ 

France 
J-

I 1 142 117 2 146 32 24'" 

united Kingdom, 1 0 118 
! 

29 10 129 20 31\ 

EFTA 1 1 54 
1 

25 15 70 24 17\ 
\0 Centrally Planned Economies 2 '21 16 1 , 25 J5 8\ ...., 
1 

United states 236 72 29 6 340 101 19\ 

Australia 1 37 181 50 15 234 89 15\ 

New Zealand 20 10 84 30 3 118 51 13\ 

Developing Countries 45 15 163 99 11 235 151 7\ 

OC Market Share (\) 46 5 1>t 19 9 14 24 

(a) Percent annual average compound rate of growth 
(b) By DMECs we~ean, member countries of EEC, EFTA, Australia, Canada, Japan, New Zealand & the us. . 

SOURCE: Tabulated from UNCTAD data. 
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In the same period, the exports Qf raw hides and skins from 

the developed market countries to the developing areas 

increased proportionately from 11% of the total in 1970 to 

16% Ln 1977, indicating the growth of processing facilities 

in the latter. 1 The major s~ppliers of the raw rnaterial have 

, been United States and Australia, and much of the rnaterial 

has been exported to the Republic of Korea. 

In leather, the exports of the developing countries to the 

developed market econornies grew fairly significantly ?etween 

1970-77 showing an annualaverage growth rate of 20%. , 

Figures for 1977 show that of the total exports of leather 

from the developing cbuntries, more than thLee-fourthJ wp.re 

taken up by the developed market economies, around 15 % by the 

centrally planned countries and less than 5% by other 

developing regions. Of the total exports of the developing 

countries, the majority (over 70%) were absorbed by the EEC 

countries. The major exporters of leather were India, 

Argentina, Brazil and Pakistan while the important destinations 

were Italy, United .Kingdom, the Federal Republic of Germany 

and outside the European Communi ty, the USA (see Table 2.11). 

1. 'UNCTAD, International Trade in Rides, Skins, Leather, 
Leather Products and Footwear, ID /WG. 319 /4, 1980, ' 
Table 13, p. 27. 
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TABLE 2.11: IMPORTS OF LEATHER (SITC 611) BY 21 DMECs (1977) 

21 DHECs (b) count~rting 
of Country 

Growth rate 
FRG(d) (d) 1970-77 (a) Origin or Region USA EEC Italy EFTA 1977 1970 

World 176 1296 392 296 240 1869 550 19\ 

21 DHEC 81 808 290 113 207 1203 367 19' 

EEC 63 661 252 77 157 930 300 1811 

Italy (c) s· 175 116 33 217 39 2B% 
EFTA 2 47 18 2 42 92 26 20% 

United States - 31 6 .. 4 3 87 23 21\ 

other MECs(d) 7 32 10 12 4 47 7 31\ 

Centrally Planned Economies 1 19 3 8 2 22 5 24% 

Developing Countries 88 436 88 162 27 596 171 20% 

De Market Share (%) 50 34 22 55 11 32 31 

(a) Percent annual average compound rate ef ~rowth. 
(b) By DMECs we mean, member countries of EE , EFTA, Australia, Canada, Japan, New Zealand & USA. 
(c) Included in EEC totals. 
(d) Other market economies: Greece, South Africa, Spain and Turkey. 

SOURCE: Tabulated from UNCTAD data. 
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The leather exports from the developed market econom:i.es to 

41 the developing countries also grew sign:i.ficantly, showing an 

annual average growth rate of over 20%. These exports were 

fairly concentra ted both in terms of origin and of final 

destination. Japan and the USA were the major exporters 

accounting for 70% of the total exports of leather from the 

devel~ped market economies, and the Republie of Korea the 

1 major recipient among the developing regions. The leather 

exported to these regions, is essentially ,1manufactured into 
1 

d:i.fferent - products and re-exported. 

The trends marking the development of the leather products 

(footwear and 'other goods ') * industry in the developing 

couütries al .. o roanifest themselves in the chang:i.ng trade 

picture. As evidence, we note tha t th~, share of the developing 

countries in the total world exports of leather products, 

grew from 9.7% in 1970 ta 24.8% in 1977. The growth can be 

highlighted in t'Wo ways. The first is by considering the 

imports of leather footwear and 'other goods 1 by the developed 

countries. Overall these imports grew by 21% and 22% 

respectively in the period 1970-77 _ However, when we cansider 

only the imports from the develaping countries the annual growth 
1 

rates are noted to be mueh higher. In the same period ~ the 

footwear imports of the developed econcmies fr9m the developing 

regions grew by 40% and those of leather goods by 35% _ A further 
, 

disaggregation of leather goods category, shows a 41 % growth rate 

in the developed countries imports of leather garments from the 

developing areas. 2 

* 
1. 
2. 

The 'other goods 1 category lncludes leather manufactures 
such as saddlery, bel tings, traveJ, goods, leather garments et. 
Ibid, 
Ibid, UNCTAD ID/WG.319/4, 1980, pp. 15-22. 
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Anather way of looking at it i5 to consider the developing 

countries' exports to the developed market economies. A 

notable increase in exports of all categories of leather 

goods occurred over the last decade. However i t should be 

noted that the major exporting nations are relatively few 

in number. For éXample, of the total exports of leather 

.. footwear from the developing region in 1977 toi the developed 

market economies 1 the footwear exports of the Republic of 

Korea and Brazil constituted 67% by value. The market share 

was high for the developing countries, in the USA (41 %) and­

Japan (65%) but fairly low ip the EEC (9%) . 1 Similarly, in 

the exports of leather products, the Eastern Asian region 

accaunted for more than half (60%) of the total, while Brazil 

pravided another 1 O~. A breakdown of leather product5 into 

commodi~ies according ta SITe ·code (three digit-) shows that 

_.,. the major destina tian was the USA. ~he ~eveloping cOll."'ltry 
- ~ ... , 

market share in the USA for the basic manufacture of leather 

(bel tings, saddlery, etc.) (SITe 612) was 58%, for goods 

such as travel items, handbags, etc. (SITe 831) 70% and for 

Ieather garments (SITe 841.3) 83%. For the EEC the 

respective shares were 17%, 26% and 21%.2 

Thus in the interpretation of this. data, "Che pattern of 

development of the Ieather and leather products industry 

becames more clearly defined, s!?ecif ic:a1ly with respect té 

regional bias towards the sub-sector. We noted earlier the 

1. Ibid, ID/WG. 319/4, 1980, pp. 22-25. 

2. Ibid, See Tables 6, 7 and 9, pp. 13, 15 ?md 19. 
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present emphasis of certain developing countries on leather 

processing (tann1ng), and of certain others on the 

manufactures of leather. The raw materlal rich areas have 

opted for a broad path of development by first try~ng to 

establish a 'base' and then building on it. Though their 

influence is acknowledged ~n aIL the sub-sectors, in the 

current trade picture their presence is felt ;ffiuch more 1.n 

trade in products from the initial stages of leathe~ 
r 

manufacture. On the other hand, sorne resource poor areas 

have tended to take advantage of their economic situation, 

especially those which are blessed with a basic industrial 

infrastructure, and have demonstrated remarkable growth in 
1 

the last decade, eg., the Republic of Korea, Hong,' Kong and 

Taiwan. These areas are most important among the develop~ng 
" . 

countries with respect to trade in leather products. 

The development of trade illust=ates t~e deep rooted st=~ct~=al 

malaise of the developed market economies in the leather and 

leather products industry. The severe decline manifests 

itself, particularly 50 in the case of the EEC countries, in 

two ways: ({'> the rising exports of raw hides and skins to the 
4 1 

developing economies, implying that it is no longer 

economically' feasible to process the raw material at home; 

and (il) the strong dependence of these' countries on the 

imports of leather which have been growing at an annual 

average rate of 18%. Much of this leather (over 50%) 1s pow 

obtained from the developing countrles. 
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• 
In summarising the trends in the leather sector, thl1ee 

fundamental conclusions are discerned: 

(i) The growth of the leather ~nd leather products industry 

1s not a general phenomenon across aIl developing countries. 

Those regions which enjoy a siqnificant population of 

cardinal livestock forms have seen considerable growth. 

These would include, chiefly Argentina, Brazil, India and 

Pakistan and to sorne extent the North Afr~can region and the 

Middle East. The general availability of, and the ease of 

access to the raw mater ~al, however, is not the ~nly cri terion 

for development. The growth of the industry ls alc;o nnted 

in places having relativelv restricted supplies of livestock, 

but which have facilitai:.ed leather and leather goods 

production through the provision of low cost labour and which 

have shown themselves to be sufficiently endowed with the 

-----necessary artisenal and ~ntr:...~eurial skills. The 
~-~ 

----~ 

Republic of Korea, Hong Kong and the Island of Taiwan, are 

examples of this latter categorYi 

(ii) Similarly, the decline in the industrialised countries 

1s not a general phenomenon in terms of its impact. There 

has been migration, wi th in the developed bloc, of leather and 

leather products industry, towards countries which are 

charâcterised by low labour costs, like, Italy, Spain and 

Portugal. The industry has flourished in these regions 
, 

concomitant with i ts decline in other areas of the industrialîsed 

worldi 

, , 

• 
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(iii) The growth and decline of the industry in the 

developing and developed market countries respecti vely is 

not absolute. If the developing countries possess an 

advantage over the industrialised regions in teons of livestock 

supply and low factor costs, the latter predominate with 

respect to certain extraneous considerations of design:- and 

fashion. The major markets which are essentially to be 

accounted for in the developed market countries and which 

are acutely affected by these 1 considerations 1 are thus ta 

a large ex:tent controlled by the industrialised countries. 

These are the dominant themes in the changing pattern of 

global produé'tion and trade in the leather and leather 

products industry. Structural change in the leather sector 

in the European deve loped ma7'ket economies (DMECs), 

constit~.utes perhaps the most significa.zpJ aspect of the 

chang~ng world structure of praduct~on. However, ~ t should aiso 

be noted that this structural change 15 itself significantly 

influenced by global develaprnents. Thus, the analysis of 

'structural change in the leather and leather products 

industry, in any one specifie Yegion must be undertaken withln 

the frame of reference presented above. In turn, the 

perspective offered enables us to perceive the 1 spatial 

" implications' of the structural change in the DMECs. 
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CHAPTER III: ADJUSTMENT PR0CESS IN THE TANNING INOOSTRY 

IN THE EUROPEAN OEVELOPED MARKET ECONOMIES 

The tanning and leather processing industry in the European 

1 developed market eCQnomies' (DMECs) has exhibi ted 

negative trends over the last ten to fifteen years. The 

decline has been conditioned by factors whose interplay has 

at the same time accounted for growth of the tanning industry" 

in Many develaping countries of the warld. The functional 

nature of these factors is partly economic and partly policy 

oriented, and they operate within the dimensions of a natio~al 

economyo, as well as internationally. 

First, t~lere is the question of the rising wages of 

labour which, given the 'state of the art' in leather manu-

facture, have rendered the production of Ieather in the 
. 

European DMECs cost-inefficient compared ta production in tlre 
" 

developing countries. Second, it is generally accepted that the~ 

policy pursued by many developing countries, of curtailing 

the exports of raw hides and skins, in or der to expand 

their industria1. processing capacities has worked against 

the interests of the tanning establishment in the European 

DMECs. Howave=, it should aiso be stressed that the supply 

of raw ma terial to the tanning uni~s in the, European DMECs, 

forthcoming from sorne maJor developed countries 1 sueh as' the 

USA and Australia, has diminished as well. Fina1.1.y, i t 1s 

reasoned that as a consequence of the rise of petroleum based 
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substitutes in the late sixties and early seventles, the 

foo~wear and leather products i~dustry's demand for leather 

Jhas fallen. This has also abated the progress of tanning 

in Western Europe. The extent of each fac~ors influence on 

leather processing ~n the European DMECs 15 very difficult 

to ascertain, but to a certain degree tliey become evident 

in the course of the analysis. A detailed investigation, 

given the limitations of data, is also beyond the scope of 

this work. However, this does not preclude a general 

consideration of these factors in the analysis of structural 

change, not only in tanning but dso in the footwear- i~~~stry 

in the European DMECs • 

The most important element ,for -leather tanning are 1 of 

course, the raw hides and skins. It has been estimated that 

on the average, as much as 65% of the costs associated with 

leather processiqg operat~ons çould be attr~buced to the raw 

material. Thus it could be suggested that the question of 

securing an adequHte supply of the raw material, is of primal 
~, 

importance in determining ,the economic viabilii~ of tanning 
, " unit. Where the fortunes of the industry could be 50 swayed 

by the issue of 'the availability or non-availability of an 

input, it becomes necessa,ry to analyse the conditions 

"govlrning i ts supply. 
: 

This chapter ls d~vided into two parts. The first examines 
'l,) 

the chan~ing structur'è of raw material supply in the European 

DMECs, while the focus of the second 15 the tann~ng industry 
(l 

1n Western Europe. 
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TABLE 3.1: TRENDS IN APPARENT AVAILABILITY OF RAW HI DES AND SKINS FOR TANNING IN 

DEVELOPING AND DEVELOPED C~UNTRIES 

1962 - 64, 1967 - 69 

Availability Share of Ava;llability Share of 
'000 tons 11 ) total '000 tOns ( 1 ) total 

per c:ent per ce~t 

Raw Hides, 
wet salted wei2ht 

Developed countries 2471 65.2 2797 63.7 
Developing countries 1318 34.9 1592 36.3 

WORLO 3789 100.0 4389 100.0 

Raw Sheepskins, 
dry weight 

Developed countries 281 84.2 302 82.3 
Developing countrie& 53 15.8 65 17.7 

WORLO 334 100.0 367 100.0 

Raw Goatskins, , .. 
dry weight 

Developed countries 49 49.0 43 41.7 
Developing countries 51 51.0 60 5B.3 

. WORLD 100 100.0 103 100.0 

1974 - 76 

Availability Share of 
'000 tons (1 ] total 

per cent 

2865 57.8 
2088 42.2 

4963 100.0 

246 75.0 

f 
82 25.0 

328 100.0 

32 27.1 
86 72.9 

116 100.0 

Growth in 
availability 

1962-64- 1962-64-
1967-69 1974-76 

per cent per annum 

2.5 1.2 
3.9 3.9 

3.0 2.2 

1.5 -1.1 
4.2 3.7 

1.9 -0.2 

-2.5 3.5 
2.9 4.4 

0.6 1.4 

[1) expressed as production + imports - exports. SOURCE l Tabulated from data in UNlDO Data Base. 
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A. Structure of Raw Material Supply in the European DMECs 

The investigation of the nature of the supply of raw material 

~ the European DMECs is based upon the following evidence. 

In 1976, of the total available·world supply of hides and 

skins, almost 42% came fromfue developing countries while 

55% was from the developed economies. But if one were to 

reflect on the situation a decade prior to this, the 

representative figures are observed to be much more skewed 

in favour of the developed countries. Consideration of 

Table 3.1 illustrates two trends; (i) the developed countries' 

relative share has been declining over the last 15 years, 

while an increase is noted in the share of the developing 

regions~ and (ii) the supply of raw material has gone up in 
l' 

the sarne period, except in the case of sheepskins, which 

have declined. 

In the European DMECs specifically, a cursory observation 

regarding livestock, shows that in the 1970-75 period the 

numbers of cattle and sheep went up in nearly aIl the 

countries, while the goat population remained more or less 

the same. Further, lt is noted that the figures for the 

animaIs slaughtered also increased, though not very 

~ignificantly (see Table 3.2)~ 

-- /' 
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Assuming that "'aIl ,the slaughtered animaIs' hides and skins 

in the European DMECs are absorbed by the tanning units in the 

region, it still leaves a considerable shortfall of supply 

necessary to, allow the tanning uni ts to operate at full 

capacity. For example, tanning units of European DMECs in 
, 

1975 processed 50 million pieces of hides and 188.6 million Q 

pieces of skins. The available supply of hides and skins 

from de'leloped countries in Europe only accounts for 56.6% 

of processed hides and a very meagre 36% of processed skins. 

This suggest~ that a~ much as 43% of hides and 65% of skins 
, 

were processed from material obtained from areas outside the 

confines of the European DMECs. 1 , ' , 

TABLE 3. 2: POPULATiON AND SLAUGHTER OF LIVESTOCK IN SELECTED 

DEVELOPED MARKET ECONOMIES 

CATl'LE (mill) SHEEP (mill) GOATS (mill) 

No. Slaugh- No.Slaugh- No.Slauqh-
Numbers tered' Numbers tered :-lumbers tered 

REGION 1970 1975 1970 1975 1970 1975 1970 1975 1970 1975 1970 1975 

FRG 14 14 4.6 4.7 0.8 1.0 0.4 0.5 

France 22 24 4.3 4.7 9.8 10.5 7.2 7.6 0.9 0.9 0.5 0.5 

ltaly 9 8 1.5 1.8 8.0 8.9 5.6 6.9 1.1 1.0 0.6 0.6 

UK 12 15 3.8 4.8 19.2 19.7 11.7 13.1 

Spain .. 4 4 1.9 1.8 -tfJ.5 16.3 11.4 11. 7 2.6 2.4 1.0 1.0 

EEC 72 79 17.8 20.3 41.3 43.6 26.1 28.6 2.3 2.2 1.3 1.3 

, < DMEC Europe 101 110 21.7 28.5 108.9112.6 50.8 56.1 29.6 28.5 11.9 11.2 

SOURCE: ~abulated from UNIDO and OECD Data. 

1. This i9 the difference between the number of hides and skins 
processed in the European OECD and the number available 
in these regions. See Table 3. for data on production 
(processing) of hides and skins into leather. 
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~~ .. Trade in Bides and Skins 
4".;~, .. 

. . ~ 
The situation pertaining to the availability of raw hides 

and skins in Western Europe, from within the European DMECs 

as weIL as from other international sources m\.~st' also 

nece'ssarily be clarified. In the first instance, the exports 

and imports of raw hides and skins by specifie European 

DMECs become the focus of review. The essential point of such 

an examination being a reflection on the access to the supply 

of raw hides and skins from the European DMECs. The flows 

of raw material into these economies from regions 

outside the confines of the European DMECs arë then dealt 

with subsequently. -. . . 
The exports Of raw hides and skins,by the European DMECs in 

• 
qeneral, and thé EEC in particular (except !taly), grew 

quite signifcantly over the period 1970-75. The increase in 

exports is noted for .all categories of raw material; cattle-

hides, calfskins 1 sheep and ,lambskins with" the exception of 

goab and kid skins. Taking the case of cattlehides which 

predominate in the overall exports of raw hides and skins, 

as an example, we note that over the period under examination, 

France's export went up by 76%, the Federal Republic of 

Germany's (FRG) by 26.5%, the Netherlands' by 38% and of 

the United Kingdom (OK) by a stupendous 209% (see Table 

3.3). 

1. 

, , 
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TABLE 3.3: EXPORTS O~ RAW H~~ES AND SKINS FROM EUROPEAN DMECs AND SELECTED COUNTRIES, 1970-75, 

('000 rnetric tons) 
CATI'LEHIDES 'CALFSKINS SHEEP AND. .oJ.,~MBSKINS GOAT AND KIDSKINS 

1970 1975 '\ change 1970' 1975 '\ C'hange 1970 1975 '\ change 1970 1975 '\ change 

/ 59.9 75.8 26.5 3.6 5.6 86.7 (a) (a) 
-12.5 

i 
FRG .4 (h) .4 (h) ., 

~ 
J 1.2 1.0 

\ 56.5 99.4 75.9 12.9 23.2 81.2 
(a) 4 7 (a). 1.8 France 4.2 (b) . (b) .7 .6 

~ 
1.3 .9 

Italy 10.2 4.2 -58.5 1.0 3.3 23.0 
(a) (a) 

-10.5 .4 (b) .3 (b) 
1.5 1.4 

United Kingdom 22.4 69.3 209.4 1.3 2.3 76.9 (a) (a) 17.2 .1 .1 3.6(b) 4.5(h) 
5.7 6.4 

Netherlands 37.9 52.2 37.7 15.7 19.2 22.3 
(a) (al 5.0 .3 2.6 Cb) 2.7 (h) .2 

lI'l 1.4 1.5 
1 

European DMECs 275.0 427.0 55.3 46.2 67.6 46.3 
(a) (a) 

10.2 
(a) (a) 

29.4(b) 32.4(b) 3.7 (b)3.4(b) 

EEC 238.0 384.1 -61.0 37.4 57.4 51.5 24.5 27.2 11.0 1.4 1.2 

European DMECs 
(Excluding Italy, 264.5 422.8 59.8 45.2- 64.3 42.3 27.3 30.5 11.7 3.7 3.3 
Spain and Portugal) . .--
EEC(excluding Italy) 227.8 379.9 66.8 36.9 54.1 46.6 22.6 25.5 12.8 1.4 1.2 

(a) Pelts pickled or dry; (b) wooled 

SOURCE~ Tabulated from data in I. Glass, ,Preliminary Report: Leathe_r and Lea_ther Products Industry 
in OECD Nations (unpublished d~~rnent) . . 
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The exports of raw material by the European DME~s are 

essentially destined for countrie5 within the region. 
! 

Table 2.10 shows that in 1977, 97% of France's expor~s of 

raw hides and skins by value, 85% of the FRG's and 91% of' 

the UK's were accoUrtted for in the EEC region with Italy being 

the major recipient. 
1 

What is then deduced from the evidence 15 that the raw 

material exports have been part1cularly impressive in the case 

of high wage countries (where the tanning industry has 

suffered), implying a movement away from processing the material 

in these re~ions. The inference i5 further reinforced by a 

consideration of the changing import picture for'raw hides 

and skins, in the European DMECs. Here we note that the 

regions which exhibited growth in the exports of raw hides and 
f 

skins, show a decline in the imports of, the raw material over 

uthe per~od 1970-75. In the FRG and the UK, specifically" 

the imports declined by 39% and 18% respectively. However, 

increases are noted in the Frenc~ imports of raw material, 

---------and also,_of:ê:ourse in Italy and Spain where the imports 

went up by 18% and 76% respectively (see Table 3.4). 

In 1975, Italy accounted for 54% of the total imports of ~aw 

hides and skins in the EEC and 42% of the total in the 

European DMECs. 

, 
\ 

"i . 

'-" 
/ 
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TABLE 3.4: IMPORTS OF RAW HIDES AND SKINS OF EUROPEAN DMECs AND SELECTED COUNTRIES, 

1970 and 1975 ('000 metric tons) 

CATTLEHIDES CALFSKINS SHEEP AND LAMBSKINS GOAT AND KtDSKINS 

1970 1975 \ 1970 1975 \ 1970 1975 \ 1970 1975 , 
63.8 39.1 ra.7 6.4 5.7 -10.9 

(a) 3.7 :aL -16.2 1.9 FRG 5.1 (b) 
5.6(b) 

.8 

1 
6.0 

25.8 43.1 76.1 2.3 2.0 -13 .0 
(a) (a) 

- p.7 France 9.1 (b) 7.9 Cb ) 2.4 1.1 
74.3 69.9 J 

1 

1 
Italy 179.0 211.4. 18.1 16.0 38.4 140.0 (a) (a) 

- 5.0 13.0 15.2(b) 18.1 (b) 12.7 
23.0 18 . .2 

-'33.3 
(a) (a) 

" 
United Kingdom 40.0 33.0 -25.0 1.8 1.2 14.9(b) 10.4(b) -16.3 1.3 .7 

.' 15.8 15.3 

Netherlands 50.0 31.5 -37.0 2.9 4.5 55.2 
(a) (a) 

- 9.5 2.1 .1 1 0.5(b) 2.4(b) 
l'''l 
on 3.7 1.4 
1 (a) (a) 

Spain 34.2 60.4 76.6 6.8 5.4 -20.6 5.7 (b) 3.8'(b) -32.9 2.9 3.4 17.2 
11. 3 7.6 

European DMECs 482.5 502.3 4.1 44.9 62.5 39.2 187.7 167.0 -11.0 24.3 21.3 -12.3 

1 EEC ~ 391.9 395.0 .8 31.1 52.8 69.8 167.6 152.9 -,_F;l.B. 20.7 15.3 -26.1 
:i 

European DMECs 
(excluding Italy, 262.4 226.4 -13.7 21.4 18,,3 -14.5 142.9 126.4 -11.5 8.4 5.0. -40.5 

" 
Spain and Portugal) , 

" EEC(excluding Italy) 212.9 183.6 -13.8 15.1 14.4 - 4.6 129.1 116.6 - 9.7 7.7 2.6 -66.2 

(a) pelts pickled or dry; (b) wooled. 

SOURCE: Tabulated from data in 1. Glass, PreliminaryReport:Lea.ther and Leather Products Indt}stry 
in the OECD Nations, (unpublished'document). 
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AS much of the raw material utilised by the tanning \,units 

in the European DMECs cornes from outside the region, it 

becomes necessary to ~dentify the 'sources of supply. 

Of the total imports of hides and skins into the EEC 

countries in 1977 as much as 55% of the imports (by value) 

were from outside the EEC. Historically, the European 

OMECs have depended upon the USA and Canada for the major 

part of the supply of hides and upon Oceania for skins. 

In 1977 these latter mentioned regions along with other 

developed countries outside the EEC accounted for 40% of the 

EEC imports of the raw ~erial by value. The developing 
~----,.--- 1 1 

,countries 1 sharê, in the, imports was 14%. 

The developing countries had been prominent contributors of 

raw material to the tanning units in the European DMECs. 

After the policies effected in sorne regions which curtailed 

the supply of the raw material ta regions outside the national 

boundaries,their importance as unit suppliers has declined. 

But even now an appreciable quantity of the raw,material ~s 

being exported from the developing countries to the developed 

'market economies of Europe. The major destination of these 
Q 

exports are ~he EEC countries which, in 1977 absorbed 70% of 
} 

the total developing countries exports of raw hides and skins 

to the "developed market economies of the world. f In absolute' 

terms, the developing co~tries exports to the developed 

regions may have gone up (7% growth rate between 1970-77), 

however, their share in the developed economies imports of , 
hides and skins has declined from 24.3% in 1970 to 13~~7.2 

1. See Table 2.10. 

2. See Table 2.10. 
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What is inferred from this is that the developing countries 

which at one time exported a h~gher share of their raw 

material production to the European DMECs have through their 

policies adversely affected the supply situation in Western 

Europe. 

Where the share of the developing countries exports of raw 

hides and skins to the European DMECs has receded over the 

years, the flows from other major developed countries, such 

as the USA and Australia, highlight a situation of their own. 

The pattern that i9 sketched from the evidenqe i9 consistent 

with the trends perceived in the development of the leather 

and leather products industry in the European DMECs over 

the last decade. For example in cattlehides, which are a 

major processing material, the USA exports to west,ern Europe 

are noted to hav~ increased by 46.S%·in the period 1971-78. 

However, the major~ty of the raw mater~al has bee~ destineci 

for the southern low w~ge regions of Europe, more specifically, 

Italy, Spain and Portugal. Preclusion of these countries 

from the calculations shows that the USA éxports df cattle-

hides to the European DMECs actually declined by 12.2%. 

Much of the raw ma~erial (hides and skins) previoùsly exported, 

by the USA and Oceanian region, to the major northern 

economies of Western Europe, is now sent to Korea, Taiwan 

and Southern Europe as the costs of processing the material 
. ' 
in these regions are much lower. In the determination of the 

stru~tur~ raw material supply in the European DMECs, the 

r 
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two fundamental conclusions that are drawn from the 

. empirical data highlight: (a) the dependency of the 

European DMECs leather processing units on external sources 

~(ie. outside the European DMECs) of raw material SUPplYi and 

(b) the ,stimulus provided to the tanning industry ~n the 
{ 

southern European regions by the changing trade flows of raw 

material, at the expense of the major narthern econamies, 

particularly the FRG and the UK, and to a lesser extènt, France. ' , 

B. Structure of Tanning in the European DMECs 

The assertion that,the changing pattern of supply of hides 

and skins has s~,gortificè::.t.ly influenced the development of t 

downstream production processes in the European DMECs over 

the last two decades, i 5 acknowledged., However, though t,he 

availability and non-availability of raw material may have 

swayed the production of leather, one way or another, it 

cannot be deemed as the moot cause of structural change in 

the leather processi~ industry in the European DMECs. , 

Rather, it could be ~rgued that the hides and skins supply 
'1 

to various economic entitie5, in the European DMECs, is 

itself determined by the predicament of the industry ~n 

specifie regions. In support of this argument the basic 

causal factors must necessarily be outl1ned. 
" 

What could be postulated as the basic causation? The point 

1s difficult to establish, but it i5 felt that the major 

causal influences could essentially be identified at the level 1 
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of the sector. The developments at the 'macro' level, 

gi~e rise to factors (eg. technological changes in,the 

" priees of factors of production) which are primaI influences 

and have far reaching consequences for specifie industrial 
-

sectors. But the way in which each sector is aftected is 

determined by the particular nature of production and 

organisation in the sector, and the extent to which a production 

process is vulnerable to technological change. 

In recent years, the high technology industries in the 

European DMECs have displayed considerable growth, wh±le the 

more 'traditional' ones (those where production is 

characterised by labour and 'basic' raw material intensity) 1 

have not fared weil .. These latter i1dustries have fo~d it 

dlfficult to cape with the pressures that have been brought 

to bear and have declined. The pressures are clear~y 

depicted by the Lnability of these LndustrLal sectors to 

deal with rising costs. Moreover, technological change has 

also not been able ta alter the production processes in a 

way so as to relieve the adverse affects on "the basic nature 

of production, The tanning and footwear industry belongs to 

'. this latter category. 

The tanning industry in most western European economies has 

declined in every conceivable waYi reduction in output, fal~ 

~ employment and shrinkage of capacity (see Table 3.5). 

Te stabilise the industry and restrain the pace of decline the 

producers in the European DMECs have taken steps te adapt 

! 
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structurally to the situation. In this section we will 

probe the adjustment process in the industry in Weste~ 

Europe, by investigating: (i) changes in the organisational 

s~ructure of industryi. (ii) changes in production and 

employment; (iii) the effect of rising costs and technological 

change on the industryi and (iv) international trade flows. 

TABLE 3.5: STRUCTURAL CHANGE IN THE TANNING SECTOR IN THE 

EUROPEAN DMECs 

Number of ( '000) (pieces '000) ( '000 pieces) 
Establishments EJ:nployment Estimated Production 

CaEacit;L 

REGION 1965 1975 \ 1965 1975 , 1965 1975 , 1965 1975 

European .. 
DMECs 1990 1702 -14.5 69 65 - 6.1 Bides: Bides: Bides: Bides: . ;. 

5~,400 53,750 -1.2 51,505 50,444 
S~ins: Skins: Skins: Skins: 

14~ ,025153,325 4.2 15~90 188,678 

DC 1436 1179 -17.9 47 42 -10.6 Bides: EUdes: Bides: Bides: 
4~ , 300 38,300 

, 
-9.5 41,565 37,71~ 

Skins: Skins: Skins: Skins: 
133,900 136,400 -1 .9 134,100 142,,190 

European 
DMECs 
(Spain, 1224 1017 -16.9 48 39 -18.8 Bides: Bides: Bides: Bides: 

!fi 

19.0 

-9.3 

6.0 

ltaly, 37,800 30,350-19.7 31,605 24,'684-21 .9 
Portugal Skins: Skins: Skins: Skins: 
excluded) 95,025 82,925-12.7119,190 80,868-~2.2 

EEC 
\without 

< 

Italy) 978 770 -21.3 38 30 -21.1 Bides: Bides: Bides: Bides: 
31,900 24,300-23.8 26,965 19,815-26.5 
Skins : 0 Sk~ns : Skins: Skins: 
90,900 78,400-13.8 1090500 71,990-34.3 

SOURCE: " Tabulated from data in I. Glass, Preliminary Report: 
Leather and Leather Products Industry in the OECD 
Nations, (unpublished document), OECD, The Footwear 
Industry; Structure and Government policy, and 
SATRA Statist~cal ReviewS, 1975-80. 

.... 
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Changes in th~ Organisational Structure 

The tann~ng industry in the European DMECs is characterised/ 

by the presence df a large nurnber of sma~l and medium scale 

production units. The trend, though, is noted to be towards 

the establishment of large scale enterprises with the 

marginal firms going out of business or merging ta form 

bigger units. 

What reflects the tendency towards concentration of production 

i5 the observation that while the number of plants in the 

opean DMECs went down, in the 1965-1975 period, the 

, 5timated capacity per plant' incre~sed. The plant closures 

hav7 ,been prom~nent in aIl the countries of Western Europe, 

but the ~ncidence of closures seems ta be much higher in the 

northern regions than in the southern ones (see Ta~1e 3.5). 

SimilaFly, when the change in 'estimated capac~ty ~er p2ant' 
( 

is cons~dered, the data shows that the ~ncrease is much more 
~ 

pronounced in the southern economies' (see Table 3.6). 

:-
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TABLE 3.6: CHANGE IN THE ESTlMATED CAPACITY PER PLANT: 

TANNING 

1 

European OMEts 1 

EEC 

European OMECs 
(excluding Spain, Italy 
and portugal~, è 

" . 
EEC (excludLnq Italy) 

Capacity/Plant 

(' 000' pieces) 
• 

1965 1975 

101 .22 124.02 
" 

122.70 148.18 

. , 

108.52 111. 38 
\ 

; 
12:;.56 133.38 

SOURCE: Calculated from data in Table 3.5 

% Change 

1965-1975 

22.5 

20 .8, 

• 
2.6 

--

6.2 

Ci 

What is inferred from t,he eVidence·is, that though 'co'ncentratio'n' 
1 

seems to be a general trend in the European DMECs, the emergence 

of, large scale processes seems to be more frequent in the 

~editerranean regions. The point to sorne extent, is 

corroborated by an expert in the field, who after an extensive 

tour of dut Y in Western Europe was of the opinion that 

'concentration 1 activitié's (the establishment of large scale 

production lunits, mergers and the revamping of old processes), 

were indeed more intensive ln the southern regions, ie. 

Italy and especiàlly Spain and Portugal. 1 Given the basic 

information, where in the ten year period 1965-1975, the 

number of establishments decreased and the 'estimated 

capacity of plants' went up in al.most all European DMECs, it 

1. op.cit., Interviews with Kr. Magne Nestvold, ONIDO, V~enna, 
November 1981 - February 1982. 

" 
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could be surmised that concentration is and has been a 

crucial element of the restructuring process in the tanning 

industry in Western Europe. 

li' 

Production and Employment 

As regards production and employment in the sector, it is 

noted that the .overall production of leather in Western Europe 

increased by 14 % while in the EEC i t went up by 2.4% in the 

period 1965-76. However, except for Italy, Spain, Portugal, 

Ireland and Greece a decline i9 representative of all major 

economies. Similar is the case for employment. The number 

ot labourers decreased sharply in European DMECs as a whc:~, 

with the major decline (21.2%) being observed in the EEC 

countries, excluding Italy. Where the industry has grown 

the employment figures eshow a positive growth rate, as for 

example in Italy (33%) and Spain (22%). 

, ' 
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TABLE 3.7: STRUCTURAL CHANGE IN THE TANNING SECT()R IN SELECTED EUROPEAN DMECs (1965-1975) 

lt 
Humber of Employment ( '000 pfeces) Production 
Establishments ('000) Estimated Capacity~ ( '000 pieces) 

1965 1975 \ 1965 1975 \ 1965 1975 \ 1965 1975 \ 

change change change change 

A 
FRG 236 160 -32 9 7 -22 Hide"l: Hides: -33 • Hides: "ides: -55 

10,000 6,000 8,300 5,100 
Skins': Skins: Skins: Skins: 
17,000 12,000 27,000 10,600 . 

France 352 288 -18 7 6 -14 Rides: Hides: - 8.3 Hides: Hides: -16 
6,400 5,900 5,700 4,600 

Skins: Skins: Skins: Skins: { 

~ 

60,000 55,000 2,400 35,600 \ ' ',,"'-. , 
United Kingdom 270 237 -12 12 10 , -16 Rides: Rides: -20 Hides: Rides: -28 

8,500 6,500 8,150 5,850 
Skins: Skins: Skins: Skins: 

.. 9,000 7,500 31,500 22,700 

('Italy 458 409 -12 9 12 33 8ides: Hides: 35 "ides 1 Hides: 125 
la ,400 .• 14,000 14,600 17,900 
Skins: Skins: Skins:~ 
43,000 58,000 ~4,600 70,2 , 

Sp~in • 120 135 1,;3 9 101 22 Hides: Bides: 47" Bides: Bides: , 135 
5,000 8,000 4,400 6,600 

Skins: Skins,: SkinB: skins: 
8,300 11,600 13,300 35,000 

, 
SOURCE: Tabulated fro~ I. Glass, Prelirninary Report: Leather and Leather products Industry \ 

in the OECD Nations, (unpublished docum~nt), and SATRA, Statistlcal Review, 1975-1980.--

\... 
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1 

Influence of Rising Costs and Technological Chan2e 

The tannlng sector in Western Europe has also been hit hard 

by certain exogenous factors. Raw matèrials take up almost 

hall of the t-otal production costs of a tannery" W1 th the 

constraints on supply, 1t has been diff1cult to procure 

adequate quantities for Western European tanneries. The 

increase in costs ls a crucial factor. The rapid rise in th~ 
i 

prlce of raw hides which is evidenced durlng much Ff the 

seventies, coupled with an increase in wage rates, given the 
1 

< 1 

fact that tanning process is characterisedlbY a high labour 

particfpation, has had a pronounced effect on the tanning 
1. 

establishment in the European DMECs. The result belng that a 

substantial capacity~s lying unutilised and the smaller 

enterprises which have 'been unable to cope with the cost 

pressures have been forced out of business. The size factor 

is an im~ortant one. The small firms lacking the necessary 

finances find it impossible to conduct research, which could 

lead to cost saving measures, and have thus suffered. The, 

large establishments, on the other hand, which possess the 

necessary capital to purchase or develop t~chnology, have 

consequently performed much better in adjusting to"the co st 

prrssures. 

In recent ye,ars, tec~ological ch.;mge has been initiated, 

aimed at improving product quall.ty. The use of chrome salts 

and new chemicals has been introduced which though, makes the 

new processes relatively expensive, 15 expected .to brlng about 
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a qualitative improvement and thereby increased 
t\)> 

competitiveness in certain markets. So far these innovations 

have had little impact in restraining the decline. Rather . 
given the present predominance of small and medium scale firms 

and the state of technical Orga~ti~n. innovations such as 

the ones referred to\above, h~e only worked towards 

aggravating the cost pressures. 

As the sector is characterised by labour intensive operations, 

in the treatment of large batches a possible movement towards 

increased mechanisation might also be suggesteo. Automated 

processes replacing rnanual operations can indeed be foreseen 

in the near future but one can realistiq~lly posit limits ta 

the extent of automation. 
( / 

The finishing aspects, for example, 

deal wi~h each piece of hide and skin individually and it 1s 
o 

notèd that ~til now " ... these operations have required an almost 

irreducable amount of labou~ ~hich no feasi~le ~r ~,~versally 

applicable machinery has been able to replace."1 Whether 

automation is the answer f~r the revival of the sector 

remains to be seen. Ironically, the industrial reorganisation 
') 

can only be envisaged by a rnovement towards increased 

mechanisation of the production process. One factor working 
, , 

in its favour, is the trend towards 'concentration' of 

production in the European DMECs. 'Given the trend towards' 

'concentration', one can also not rule out'the pos~ibility that 

in the long run tanning could became a specialised large .scale 

1 • ILO, .Effects of Technoloqical Developrnents in the 
Occupational Structure and Level of Emplovment ~n the 
Leather and Footwear rndustry, Geneva, 1979, p. 17. 
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chemical process. Indications are that it probably will, 

in which case a totally new organisatlonal structure, more 

~.... " readily adaptable to exogenous influences just might evolve. 

" 
The Developed Market Economies and International Trade in Leather 

In assessing the exports of leather for 21 developed market 

economy coun tr ies (DMECs ) for the year s 1 97.0 and 1 977, the 

basic observation reflects that much of the leather that ~s 

exported is, and has essentially been utilised in the leather 

manufacturing establishments of the developed market 

economies. In this seven year period a slight increase ls . 
also noted in the leather exports to the developing countries. 

Where, in 1970, the developing regions' market share in the 

developed countrles 1 exports of leather was 11%, it rose to 

16% in':1977. 1 The developed regions' own share in the total 

~mports of leather by the developed economies in 1977, was 

64%, the developing countries supplied 32%, while the 

remalninq 4% came from the socialist/centrally planned 

economies. 

" 
The major destination for the leather exports of the developing 

countries ta the developed world was the EEC region. It is 

nOFed that of the total earn1ngs of the developing economies 

from exports of leather to aIL developed economies of the world, 

73% of the re"{en'ues were realised from exports ta the EEC 

countries. In the EEC's total Lmports of leather, the market 

share of the developing countries was ~lose to 33%. 

1. op.cit., UNCTAD, ID/WG.319/4, 1980, Table 13, p. 27. 
~ 
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Consideration of exports of Western Europe between 1970-75, 

by types of leather , emphasises an increase in the exports of 

bovine leather, and a decline in the exports of leather from 

sheep and goatskins (see Table 3. B).. Indications are that, 

as yeti not a very significant quantity in either type of 

leather (le., heavy, light or sheep and goatskin), finds its 

way to the developing countries 1 footwear and leather products 

manufacturing units. Figures show that of the total exports, 

by types of leather 1 of the developed. market econèmies in 1977, 

,the developing regions 1 received 18% of bovine leather 1 14 % of 

Shee:",Skin leather and 9% J:f goat 
t,g, 

leather. 1 Over the years 1 

howev.er, the situation se ,ms to have changed, with more 
J 1 

0€lng exported to the developing countries commensurate 

leat~er 

with , 
, 

the growth of the leather and leather prpducts industry in the 

ragion. This is aff irmed by a 26 % growth rate in the exports 

of leather from the developed market economy countries to the 
.r.> • 

developing areas between 1970.-1977. 

TABLE 3. 8 : EXPORTS OF LEATHER OF EUROPEAN DEVELOPED MARKET 
COUNTRIES, 1970-10975 

REGION (a~ Heavy Leather ight catt~e+Calf (b) Sheep & Goat Leather 
1970 1975 1970 1975 1970 1975 

European DHECs 13 .5 21. 2 39.6 ....... ~6.4 25.5 23.9 

EEC 11. 4 14.9 35.4 ( 40.4 24'1 21.4 

European DHEès 
(excludinq Italy, 10.3 14.4 34.0· - 37.2 24.3 21.0 
Spain and Portuq~) 

EEC(excludinq Ita~y) 9.2 8.7 30.0 31.4 23.8 19.0 

(al in • 000 tons; (b) i.n M.1.lÙon M3 

SOURCE: Tabulated from data in I. Glass, Preliminary Report, 
Leather and Leather Products Industry in the OECD Nations, 
(unpublished docuroen t) . 

1. 

(b) 
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A ,breakdown of the imports by the developed market economies 

in the period 1970-75, depicts an increase in imports for 

all types of leathJr (see Table 3.9), except in the case of 

heavy leather (essentially used in the manufacture of saddles, 

harnesses, footwear soles etc.), ""hose imports declined, 

especially in those countries where the industry has 

retrogressed (ie., all European OECO countries excluding 

Italy, spai~, portugal and Greece). In Western Europe in 1975, 

the largest advance (70%) was observed in the imports of' 

leather from sheep and goatskin. The developing countries 

supplied a significant quantity and their share in the total 

Jports of the developed market countriés in 1977, by type 

of leather, was 33.5% ill bovine, 25% in sheepskin and 76.2% in 
. 1 

goatskin. 

TABLE 3. 9 : IMPORTS OF LEATHER BY EUROPEAN DEVELOPEO MARKET 
COUNTRIES, 1970-1975 

REGION 

European 

EEC 

European 
(exc1.uding Italy, 
Spa:i.n and Portugal.) 

Beavy (a) 
Leather 
1970 1975 

31.6 40.2 

27.9 32.2 

17.8 1 ~.4 

EEC (ex'luding Italy) 15.1 9.0 

Light Cattle 
+ Calf (b) 
1970 1975 

33.1 48.8 

27.4 38.3 

31.2 45.1 ~ 

~ 
25.8 35.4 

(a) in '000, 'tons; (b) J.n Mi.llion Ma 

Sheep and (b) 
Goat Leather 
1970 1975 

28.2 47.8 

23.7 44.7 

24.5 33.8 

22.0 31.6 

\ 

SOURCE: Tabula ted from data 1:n I. Glass, preliminary Report: 
Leather and Leather Products Indust in the OECO Nations, 
unpublis ed document) • 

1. ~., UNCTAD ID/WG.319.4, 1980, Table 3, p.S. 
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If leather is considered by its types and uses, an increase i5 

observed _in the imports of European DMECs of sheep and goat-
j 

. 
skin leather, which are mostly used in the production of-

leather garments and luxury leather goods. This points ta 

a ~witch in, emphasis in these countries, from leather footwear 

production to other products. Indeed, Table 3.10, showing 

the differing quantities utilised by leather footwear and 

leather goods production units in the developed market economies 

in 1968 and 1977 confirms this trend. 

TABLE 3. 1 0 : LEATHER USAGE IN DEVELOPED MARKET I::CONOMIES 
(1968, 1977) 

Item 1968 1977 

Sho!3s 60% - 70% 50% - 60% 

Leather Goods and Accè5sories 15% - 20% 20% 

Clothing 3% - 5% 
20% - 30% 

Gloves 3% - 5% 
.,. 

SOURCE: Tabulated from data in UNIDO data base. 

Conclusion 

In conclusion, it ls affirmed that the tanning industry in 

the European DMECs has deteriorated over the last decade or 50. 

This is evidenced in the declining levels of production ~ 

employment and the contraction of productive capacity. ) 

The retrograde tendencies, however, are by no means a general 

phenomena. From the evidence available it has been clearly 
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established that the tanning industry has declined in the" 
, 

northern European DMECs, but has grown in the southern 

countries. The reason for this uneven de~lopment could 

essentially be attributed to the capacity of these regions in 

furnishing viable responses to the problems that the tanning 

sector in Western Europe has been confronted with. The màjor 

element of these responses has been the~r ability to deal with 

the co st pressures that affect the structures. The 

mediterranean regions are aiso places whère low cost labour 1s 

abundant. Consequently, given the general availability of 
, 

a prime input, processing of leather has,grown significantly 

in these regions. 

The developing countries have also exercised influence on 

the development of the tanning ~ndustry in the European DMECs. 
, 

However, at first glance, it seems that the pressures on 

the structures are not as severe as Most tanners ~n the 

1 developed market economies say they are. The rise of the 

tanning industry in the developing countries has made 

considerable demands on the domestic supply of hides and skins, 

which has led to a decline in the share of the developing 

countries experts of hides and skins te the developed market 

econemi~s over the years: Still we note that a significant 

quantity of the raw material is exported to the developed 

regions, particularly the European DMECs,. However - there i9 

little evidence to substantiate this - it is widely believed 

1. See Chapter VI of this study. 
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that the majOrit~ of the raw material exported by the 

developing countries is essentially destined for the 

southern European DMECs, specif ically Italy. 1 How extensively,; 

have supply restrictions in the developing countries hurt 

the tanning sector in the northern European DMËCs? It is 

difficult to ascertain. But one thing i5 quite clear; the 

" restricted supply is a secondary issue and that the decline 

of tanning in the European DMECs is essentially ordered 
'-\ 

.. by internaI influences (such as ithe huge increases in the 

wage rates etc.). 

We also note that much of the,leather produced globally 15 

utilised in the developed market economies. Though the 

developing countries' share in leather utilisation is rising, 

the developed mark.et economies are still pre-erninent in the 

manufacture of leather products. The next chapter will 

consider the restruct~r~ng process ~n the leather footwear 

industry in the European DMECs. 

1. Interviews wi. th Mx. M.Nestvold , UNIDO, Vienna, 
November 1981 - February 1982. 

.. 

( 
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d7 

ADJUSTMENT PROCESS lN THE FOO~ INDUSTRY 

IN THE EUROPEAN DEVELOPED MARKET ECONOMIES'" 

which have hampered the progress of tanning 

DMECs over the last decade, are also the 

relevant issues in the discussion of footwear manufacture 

in 

in 

these economies. Like tanning, the f ootwear industry in the 

European DMECs has also suffered i th:ê~decline is manifested in 

the dimunition in capacity, employment and production levels. 

Like tannïng, footwear manufacture in western Europe can also 

be identified vely labour intensive activity, and 

like in the processing s ctor~ one notes that the small and 

medium scale production its pre~om1~ate. Even the responses 

of the two sectors are similar. The production of footwear 

has also gravitated towards the low cost southern European 

regions in light of rising wages and subsequently the high 

costs of production to be encountered in the northern European 

DMECs. The factors influencing the 'slump' are quite the 
i 

same for the two sectors as the organisatiGnal structures bear 

close resemblance. However, the degree of impact of each 

factor upon each sector varies. 

Changes in the Organisational Structure 

~he ôrganisational structure of the footwear industry in the 

European DMECs, has in the la st fifteen years, undergone a more 

* Footwear in this usage means leather footwear unless 
otherwise sp~cified. 

4 

--"-
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profound change than the structure of tanning . The 

fundamental' aspect of the transformation is very aptly 

reflected in the change 1n the number of establishments 

engage dL in leather footwear manufact,ure ,and in the estimated' 

capac-i ty of plants and employment. For the European DMECs as a whole 

the number of establishments declined by 21%, estimated 

capacity by 5% and employment by 2% over the ten year period 

1965-1975. However, tpis does not portray the tr;ue picture 

about restructuring in the footwear industry in the European 

DMECs. If the principle growth poles, 1e. Italy, Spain and 

Portugal, are excluded from the calculations, we note Ithat 

t-he decline 1s far more pronounced (see Table 4.1). Especially 

1n the case of the EEC countries (excluding Italy), the change 

over the 1965-1975 period can be descr1bed in no other way 

than as 'staggering' i the nwnbe~ of uni ts fell by 35%, 

employment by 21 %, while estJ.mated productJ.ve capaci ty 

declined by 20%. 

-

• 0 

. '. 
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TABLE 4.1:, 
Number of 
Establishments 

1965 1975 " 
change 

'" European DMECs o 8681 6887 

EEC 6899 5310 

European OECD ~ 
• (exoluding Portugal 3499 2494 

Spain and~Italy) 

EEC (excluding Q 

lta~y) 2329 1510 

-21 
-23 

0' 

-29 

-35 

• 

" 
,496 484 

385 341 

275 216 

... 1 

.. 

FOOTWEAR SECTOR IN THE EUROPEAN DMECs 

)-

-21 

Estimated Capacity Production 
1million pairs) (million pairs) \ 

1965 1975 

965 912 
673 

422 

\ 
change 

-5 

1965 1975 

592.5 661.1 

-13 469.2 471.3 
'-

.. 
" . change 

12 

.4 

-18 385.5 302.~ -22 

-20 328.9 252.3 -23 

",'r 

... 
~ ... 

SOURCE: ther and Leather Products Industr ln 
the OECD Nations (unpublished otwear Industrv: _. 
Government Policy, 1976. 

TABLE 4.2~ STRUCTURAL CHANGE IN THE LEATHER FOOTWEAR SECTOR 
(1965-1975) 

.; 

FRG 

France 

Italy 

United Kingdom 

Spain 

SOURd~:: ·Ibi.d. 

-

Number of 
Establ.~slunents 

1965 1975 " 
change 

713 488 -31.6 
870 503 -41.0 

4570 3800 -16.8 

252 j 207 -17 .8 

315 268 -14.9 
b, 

Employment 
(in '000) 

1965 1975 " 
change 

96 72 -25.0 

78 73 - 6.4 

110 ' 125 13.6 

66 47 -28.8 

45 82 82.2 

Estimated capaci' 
(mil1i~n pairs) 

J 965 1975 " 

140 90 -35.7 

112 105 - 6.3 

340 325 - 4.4 

130 110 15.4 

90 145 61.1 

.. 

EUROPEAN DMECs 

Production 
(million pairs) 

1965 1975 " 
change 

124 77 -37.9 

126 84 -33.3 
, 

140 219 56.4 

128 69 -46.1 

56 130 132.1 

an 

·c 
0 

...."J 

,\ 
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The lower' rate of dec line :in "estirnated productive capacity 

than :in the number of establishment, would suggest , 
1 

a movement towards concentration of production •. This . : 

conclusion is confirmed by an examinéltion of change. in the 

'estimated éapacity per plant' in the European DMECs over 

the state~'" period. Rere it is observed that 'e~t1l\\atld 
capacity per plant' actually increased concommittant w1th 

the fall :in the number of establishments. Now if the low 

wage regions of Western EuroPE7 are to be excepted I:or m the 

examination, i.t ia further noted that the increase n 

'estimated capacity per plant' has been greater. at this 

sU9gests then, i9 that concentration i8 a more extensive 

phenomenon i'h t1he regions characterised by high wages and where 
o 

the industry as a wh~le has de-::lined. 

TABLE 4.3: CHANGE IN ESTlMATED CAPACITY PER PLANT 

• 

3965 1975 % 
( '000, pairs) Change 

European DMECs 111 • 16, 132.42 19. 1 

EEC 112.48 126.74 12.7 

European DMECs (excluding 
Spain and PÇlrtugal) 1'47 .61 169.21 14.6 

EEC (exclud1pq Italy~' 187 .20 230.46 23.1 

SOURCE: Tabulated froUl da~a in Table' 4.1 • 
;; 
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Rationalisation thr,ough concentration is but an obvious 

\ 

prefe'rred alternative for the footwear industry in the 

European DMECs. This is both dictated by internal de,velotments 

(ie. internal te the industry) 'and n~cessitated if the in ustry 
\ -

is to maintain its competitive position in worl.d markets 1 

Usually concentration has taken the form ef n ••• complete . '. 
closures of enterprise (sl ... or take over by large firms of 

small and medium Shed units with very specialised lines of 

production". 1 In the major countries, the FRG, France and 
, 

the OK, the closures have outnumbered new ventures as is 
-

quite evident from the data. The smaller units have had to 

bear the brunt of closures,for they have found l.t extremeli 
( 

difficult to retain the competitive edge in liqht of the 

increaséd costs of produc,\:ion and the' fact that they basically 

find themselves financially constrained. " 

Demand for and Production of Footwèar 

"Unl.ike tanning where the product obtained is essentially an 

intermed1.ate good, the end product of footwear manufacture 

is rètail.ed through conunercial outlets for general public 
1 

consumpt1.on. At this stage then, the consumer demand factor 
. . 

acquires importance. Of course, one major element of th1s 

" 

demand ls the price tha t 1s charged for the product, but 

there are other extraneous considerations as well whose focus 

1. OECD, The Footwear Industr.: Structure and Government 
Policy, Paris, 1976, p. 1 . 

\ 
./ 
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- / 
1 . 

may not be economic at all, which ,~lay an important 

the actual determination of demani For" example" 1. t 

expected that the pfeduct have sorne aesthet1c appeal, 
f,\ 

is also 

d something wh;Lch 1s directly related ta consumer demand. It 

could therefore be stated [wi thout any further indulgence 

in consumer psychology] that in footwear manufacture it is 

net j~st the treatment of a large. batch of materials as in 

tanning which is important, but. the intricacy of detai! and 

consideration of fashion are also very crucial. The fashion 

aspect may have very little to do with the processing of 

leather, and>-may be important only so far as it m1ght influence 

the type and quality of leather that is dema~ded by do~-
-

stream production sector s fi t is fundamehtal in manufactur 1ng 

activities whose essent1aI aim is the production of leather goods. 

Which is a more important inflüence on demand;the price or 

the aesthetic element? The answer, we believe, embodies -

not only geographical considerations but the historical as 

well. The pre-eminence of one over the other may vary over 

region as weIl as over t1me. At this stage though, it can 

only be suggested that there ls sorne melsure of a trade-off . 

between cost considerations and aeSthe/iCS which und'erlies 

effective demand in footwear. 

In recent years, the prit:e charged has played a major role 

in the formulations of demand in Western European economies. 

The demand for footwear as a whole 1 (ie. leather footwear as 

well as footwear of other materialsl in W-estern Europe has 

grewn very slowly over the last· two decades. For the sixties 
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and the seventies, sho,w' a decline in the proportion of 

f 
.,. 1 

consumer budget spen t on ootwear. 
1 

Given the incidence of 

rising priees, where footwear priees have gone up but less 

than general consumer priees, :it is inferred that people are 
1 

1 1 

spending more on items of basic necessitY'other th~n shoes. 
f 
1 

~he untoward effects are particularly severe on,the production 

of footwear made out of leather, whose priees have risen more 
, , 

than that of footwear as a whole. ~ 

The turning point in footwear production (of aIl types of 

footwear) in the European DMECs was 1969-70 (see Table 4.4). 

In this period, the production levels. exceeded one billion 

pairs, but since then there has been a considerable fall in 

" output and the decline in production. is observed to be 

more pronounced in the high wage countries than in the Ibw 

wage ones." 

/ 
Fig~re depicting 

-' 
the performance of various countries in 

thei EEC, reveals declining levels of output for aIl, except 

Italy. In particular leather footwear manufactures declined 

significantly, both in absolute and relative terms. However, 
Il 

with the increase in theprice of ail in the early 1970s, 

which also ra~sed the priees of petroleum based synthetics 

whose impact on footwear manufacture will be examined below -

leather has regained sorne of its lost share. This development 
.... 

1.;1 
2. 

lb id., OECD, 1 976, p. 1 4 

Ibid., OECD, 1976, (see Tables 1 & 2), pp. 13-14. 

1 

1 

l 
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FIGURE 1 FOOTWEAR PRODUCTION IN EEC (,Selected Countriesl 
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somèwhat' stimulated the production of leather footwear in the 

European DMECs, as is evidenced from the data, and we note 

that their share in the total footwear production has been 

rising since 1974. A further evaluai;ion of footwear production 

over 1965-75 shows leather footwear production to have gone 

up by 12 peI' cent in the European DMECs and by 4 peI' cent 

in the EEC (see Table 4.1). The growth i5 again fair ly 

concentrated wi thin regions, for wi th the orniss ion of Italy, 

Portugal and Spain; the relevant figures show a 22% fall in 
• 1 

production in the Efropean DMECs and a 2 ~ % dec 1 ine in the EEC. 

Thus we conclude here that the decline in footwe,ar production 

is far more exaggerated in the high wage European DMECs than 

in the low wage ones. Rather it could be asserted that the 

mediterranean low wage regions have actually restrained the 

pace of decline of footwear manufacture in Western Europe. 

G~ ven tha t sorne of the se dec lin~ng l'eg~ons have hls;tor ~ca.l.ly 

been involved in a big way in leather footwear and!leather 
1 

goods manufacture and t~at they are still the major markets 

for these products, the trends highlight ,the s~nsitiv~ ty of ," 
the situation. 

Use of Synthetics and Footwear Technology 
.f 

'In footwear manufacture the choice of ma terial determines the 

production process. Thus, when we talk of footwear production 

in general, a distinction needs to be made wit:h respect' to 

the type of' product that is manufactured. Fifteen tG> twenty 

/ 
1 

! 
/ 

( 
1 
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1 Il 

leather the predominant ma t.er:i:al making years ago, was in the 

of footweaF, however, in recent years. it has lost a 

significant ground to synthatics and plastics. Leather 1s 

still the primary ma,terial of footwear manufactur~ though, 
! 

and i.t accounts for more than half of the footwear manufactured 

in the industrialised countries, but its share in tot~~, r 
footwear production has declined. The leather' previously 

utili.sed in the production of shoes is now being used in the 
..J 

manufacture of other leather goods. 1 

The major reason for the growth of synthetics and other 

substitutes has to do with cost factors, the concentration 

of production in the industry and the increased mechanisation 

of the productior. process. This 15 so reasoned for it i5 

believed that synthetics and other leather substitutes can 

be more easily adapted to modern mechanised methods of 

production than leather. 

In order tq-/facilitate the application of new tecqnologies, 

synthetic footwe;-r has been developed after extensive 

research. One Jould tend to believe that it has become more 

a part of larger enterpr1ses than small or medium scale units. 

This is so, for footwear manufacture is a fairly complex 

lop~ra tion ranging from a 

m~5t advanced techniques. 
J . 

'craf t indu 5 try 1 to one using the 

A major chara,cteristic o~ f90twear 
'\ 

pr<?J!uction, as stat'ed earlier, is the divers~ty in terms' of 

1 • See Table 3. 10 in this study. --
1 

1 
) 

l ' 

- Ar, , 
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1 
1 

1 
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/ 

size, colour and style as a consequence of which shoes are ~ 

genera~ly produced in small batches. Frequent styling changes 

are a symboliç feature which make highly mechanised processes 

relatively uneconomic. Given the fact that production 

processes are primarily labour intensive, this implies that 

production of footwear is not very receptive to labour' saving 

innovations, which in turn strongly influences the size of 

the production unit (firm). Generally, the chief obstacle 

to innovation cornes from the small size of the firm, which 

does not ailow it to bear the costs associated with research 

an4 development. In severai European countries, however, 

research ,has been undertaken by various private and government 

sponsored institutions, like Shoe and Allied Trades Research . 
Association (SATRA) and Centre Technique de Cuir, which have 

taken steps in stimulating the interests of the manufacturers 

in technical progress and encouraging the use of more modern 

production methods and new ideas. In this way they have 
t 

helped the smill footwear enterprises in adjusting to 

changes in t~e economic environment of their respectl.ve economies. 

, \ 
The productive activity in footwear manufacture is divided 

into various 'departments' or 'steps', and with each is 

associated a specific labour component and technique. Sorne of 

these 'steps' are more accommodating to technl.cal change 

while others present a few problems. Wl.th the recent . 

innova tions in 'lasting' and 'bot toming', certain production 

steps have been eliminated and here we acknowledge the . 
U o effotts towards increased mechanisation of the production 

, 

) 

1 
! 
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process. The upshot of thls developmen1 has been an 

alteration in the general pattern of demand in favour of 
, 

synthetic products, for the reasons mentioned above. 

Therefore, it could be stated that automation in shoe 

~roduction seems most feasible in the manufacture,~ synthetic 

footwear. 1 

::: =:l:::::t:;n l:i::S

:

S t::V:n::::;~d ::. t::l:.::ons 
1 / 

havei 

t~nded to 'economise on labour requirements' and in the 
\ 

reduction in the number of operations and the time required 

for each of these. The change in ,the organisation of 
, 

production is also responsible for a particular form of labour 

displacement. Earlier activity in footwear had worked 

towards subcontracting of sorne of the production steps. T~e 

1 

smaller firms found this method cheap and efficient, "especially 

50 in !taly and Spain where the presence of a family 

enterprise and tl1e 'flexibility of homeworkers' has allowed 

it to be a very profitable venture: However, the recent 

trends in Most Western European countries have significantIy 

1. _ One expert seerns to be very much in agreement with this 
reasoning, and points to a distinct product d~fferentiation 
between the Iow wage and the hl.gh wage regions pf Western 
Europe. In the high wage countries where the maJor 
concentration activ~ty is affirmed, he reflects that 
synthetics have in recent years become very popular with 
tp.e larger footwear producers as witnessed by the 
phenomenal growth in sports shoes, of brands such as 
Adidas, ,pony, Diadora etc., where as much as 7 a % of the 
footwear produced anually is from synthetics. In the soutn 
where small scale production units are predominant, lelther 
15 essentially the preferred base materia~ of manufactÙre. 
Interview with Juhan~ Berg, Senior Industrial Develop~ent 
Officer, Industrial Operations Division, UNIDO, Vienna, 
14th January, 1982. " , 

/ 

1 
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reduced the traditional form of subcontracting. The onus is 

0rr large- firms 

redundant. 

which are increasingly making the subcontractor 
tI 

Recent Developments in Footwear Technoloqy* 

The issue of technical change incorporating the use of 

computers has been widely broaehed in discussions on re-

structuring of specifie industria~ sectors in the Europea~ 

developed market economies,. In the case of the leather 

and leather produets industry, the fuestion is often put 

forward whether the adoption of cOfPuterised rnethods would 

alleviate the problerns of the industry and subsequently set 

i t on a course of recovery and eventually, growth. 

Footwear production ranks among the most labour intensive 

activities in the enti!"e !':\anufacturing i!'ldustry. The 1 
production process involves certa.l,n working steps, (cutting, 

fi tting , lasting, bottoming, fini shing and warehousing, etc.), 

whieh aIl require a fair arnount of labour. Al though 

mechanisation of certain steps has been consistently ernphasiked 
1 

in restructuring 1 the extentof technical transfiguration of 

the production processes in footwea.t has not· been significant. 

The attempts to undertake mechnisation have been instigated in 

* l would like to thank Kurt Hoffman of the Science Policy .,. 
Researeh Unit (SPRU) at the University of Sussex, 
Uni ted Kingdom for his valuable assistance in 
familiarising me with the CAO/CAM (Computer Aided 
Des igning and Cornpu'ter Aided Machines) technology and the 
use of microprocessors in the leather and leather products 
industry . 
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order to combat the pressures (such as labpur costs) 

4 affect:lng the structures in the DMECs in order to 
4 

, j 

.revitalise the production process. ,The transformation 

involving the use ot computers and labour:'saving machinery 
"" ' 

has so far been predominantly employed in the high skill . 
r 

activi ties (such as cuttinq 1 sti tchinq ,_ etc.), associated 

with footwrar manufacture. 

Computers (and automated processes) ha~e specifically been 

employed in footwear manufacture, in the pattern gradi.ng, '" 

designing and cutting operations, as weIl as in the fittinq 

room, where high skill labour, costs and materials are the 

major considerations. Pattern grading, designing and cutting 

are also the working steps mast receptive ta technological 

change. 

In reality, however, there are major construnts in applying 

computers. While designing and gradinq can be undertaken with 

relative ease, cutting is a much more delicate operation since 

the choice of the material to be cut, is the major decidinq '. 

factor in the choice of technique. The adequacy of a' 

computerised cutting machine depends upon the degree of' 

adaptability ta the chosen technique. Leather most often 

has to he cut in single layers as each piece has te he 

inspected for imperfections and quality. ThOU9h,} this does 
1 

not rule out the use ~f al} automated process, i t does 
1 

defini tely reduce the efficacy of the operation. , Synthetics 

and other man-made materials on the othel;' hand, allow for a 

wider use of automated cutting processes. Due to the.ir 

,1'\ .. 
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\ 
uniformi ty wi th respect to colour, texture, etc., they can 

. 
be layered into a ~désired thickness for efficient cuttinc;J 

thrqugh computerised op~r~ti?ns. However, caution must be 

exercised in the choice of technique, for at times its very 

usefulness can be questioned. For example, earlier technology 
Pl 

emphasised the" use of ,the laser beam in cutting. This was 

,widely proclai~ed theh, but over ti~e it has been established 

.that cutting oy laser is not very feasible, as i t burns 

thè edges of the leather and in the case of synthetics fuses 
q 

the material. 

Automated stltchinq and sewing operations are designed to 

produce a quality prC?duct and )to provide relief from high 
, l 

costs of skilled -l~our employed in the 'fitting room . 

Stitching and s~wing ar.e very skilled activities in footwear 

manufacture, and at times 'firms have diff.iculty in recruiting 

labour for machine sewing. A.utomated processes have been 

often mentione~'âs alternatives which woufd combat the dis-

econornies and further irnprove on results of machinists using 
c 

manually controlled machines. 
'.!J 

..... ~ This ls one departrnent of footwear manufacture, where perhaps 

the mest research, concerning automation, has been undertaken. 

.. 
,1' 'G, 

The technology overlaps the one employed in the textile 
-

industry 1 and the developments in technology in the textile 

séctor can easily be extended, wlth slight moaifications, to 

incorporate not only footwear manufacture but also the 

manufacture of leather garments. 
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In the case of sewing and stitching in footwear, certain 

"'-machines facilitating automation have been introduced. These 

machines whose mode of operation is similar to ~e ones used 

in pattern grading and cu~ting, fall under the'c1tegory of 

CAO/CAM technology. They' are control1ed by progfammable . 
, 

units ca1led PROMs, w~ich are tiny electronic memory devices 

directing the action of precisïon feed for fast accurate 
• .;;,;;;.. 

sewing. The extent o,f utility varies over different machines, 

but their basic strength lies in the fact t that their use 

10wers direct labour costSI increases output per unit of time 

-and generates a ~etter and more consistent qua1ity of 

production. Their d±sadvantages are with'respect to-the high 

capital costs of purchase, their inflexibilit~ in terms,~f their 

" adaptabi1ity të frequent styling changes, etc., and high 
. 1 

maintenance cos~s. < 

Wh~~ the relative strengths,and,weaknesses are ba~anced against 

each 'other, the advantages of employing these machin~s in 

footwear produc~ion do nct seem to be very siiOificant. On 

the other 'hand, their use in textiles has 1ed to substantia1 

benefits for the industry'. In the mapufacture of c.10thing 1 , , 

.0,s'titching aild sewing is perhaps the mos't important department, 

'" '" but the importance of st1tëhing ànd sewing with respect to 0 

o 
other working.steps in footw~ar manufacture can in no way be 

over-emphasised. Further, footwear production is still very 

1 • 
" 

See R. p" Phillips, BSc anCl T.J. Freer, BSc, 
Autpmatic Sewing Maèhine, Shoe ànâ Allied Trades 
Research Associ~tion (SATRA), June 198Q. . ., , 
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lIluch a small and medium scale 
• 1 

/ 
, 1 

act~vity 
1 

and this is a fttajor 

det]r ent in the employment of computer.ised technology, 'as_ 

the i i tial capital costs are prohbitive. In most instances 

i t s' ~ot Q~en feasible to acquire an expensive' technology 

which is relatively infelxible and at best provides relief for 

only one-tenth of the labour costs .... Its resourcefulness 

bec"es apparent only in production along specialised Ünes" 

and in larger scale un:l,.ts manufacturing large quantities of 

footwear. 

In retrospect, it can be satd that till now the production 

processes in footwe'ar have not :peen very receptive ~o modern 

tec::mo~ogy, nor Ihas modern t~chnology helpe~ that mucn in 

alleviating the probl~ms of the,developed market economies, 

: especially the Northern European DMECs, in this sector. 

Theoretically, footwear produqtion is characteris,p by ~ 

wide variety of techniques, ranging from craft manufacture to 

mechanis.ed _ production, and by var iety of p,roduct~. The 

'derived charàëteristics', suah as investment costs' and 

employment vary with the nature of the final product and the 

technology useCi'. ' The technology adopted reflects the , ~ 

, , 0 ~ 

'specificati6ns~ of the produat which in turn depends upon 
" " ' , P r 

market demanQ.. ',The point being that the choice of c.odern .. (\ , ~ 

met90ds in the manufacture of footwear, does not simply entail 
r 

the rela ti ve ease wi th which" shoes are produced. Technology of 
• 

~y potent~ar use must be consistent with factors, sueh as 

scale of operation, financial constraints, changes in consumer 

be!'laviour 1 e,te. 1 which are signifieant in influenc1ng everyday 

. production decisions. 

l ' ! 

, . 
\ 

" 
l 

1 
1 

'1 
.1 
1 
1 

, 
l· 

1 
1 



• ---_-__ ,~,_t .... ...,'*~,p-...,L"-"'~~~~~ .... 'Io..,i.'~1"'~~,.., ,....!;'...r ........ , .,.',' ... J) , 

-89-

The Developed Market Economies and International Trade 

in r~twear 
• 

The marked decline in the leather fôotwear industry in the 

developed market economies is further established, by an' 

evaluation of the trade flows over the last ten years. The 

benchmark year for leather footwear production in the Dr1ECs, 1 

( 

especially the EEC, was 1969-70. In this year the industry 

produced nearly a billion shoes ~f' all types, employed close 

to half a million operators and had a surplus of $420 million 

of exports over imports. 1 S'ince then the industry has 

deteriorated in nearly aIl spheres of activity of footwear 

manufacture, ~specially these in·l'olving leather. Between 

1972 'and 1976, a general dé~line is affirmed in which " 

'production declined b,y 9 per cent, employment by 17 per cent, 

exports by 13 per cent, the expert surplus by 47 per cent 

'and imports from all sources grew by 3 per cent' .2 

1 .... Guy Reaks, 'A broader market would relieve impact of 
imports', Leather, February 1978, po. 47. 

2. ~. 
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TABLE 4.5: BALANCE OF FOREIGN TRADE IN FOOTWEAR l"lITH 

LEATHER UPPERS IN SE;r..SCTED D,MECs 

in million 9ai'rs 

Countries 1963 1975 1976 

Germany -14 -67 -77 
United States -24 -146 -177 

Sweden - 5.3 - 9.3 - 8.9 
BLEU -, 3. 7 ~ -13.8 -17 ~ 6 

j 

-1~0 United Kingdom - 4 • 1 -18.0 
Canada - 1.8 - 7.8 - '9.7 " 

, Netherlands - 1 .8 -14.8 -:J 7 .0 
Switzerland - 1.3 - 7.6 -10.0 
Denmark - 1.S - 2.2 - 4.1 
Norway - 1.3 - 4.9 - 6.3 
Italy 42 143 .. .., ..... 

1 1.) 

France 11 .9 - 3. O· -12.8 
Spain 1.8 58 62 
Japan 5.4 0.6 0.4 
Ireland 1.1 -1.1 

Austria 0.5 4.8 2.2 

Portugal 0.4 3.5 3.9 
J 

, 
SOURCE: Tabulated from data in OECD, The Footwear Industr:l : 

and Structure Government Poliey, 1976. 
..... Il:' 

For the European DMECs, the situation çhanged from one of net 

surplus to one of net deficit. In 1963, riet exports amounted 

to 44.3 million pairs. In 1974, the deficit was 49.6 million 

pairs. Th~ period 1971-75 specifically ~s quite 
, 

representative of the long term decline in the exports of 

1 ~i! l!SS st _ l 'S • 

fi" 

European DMECs, particularly the EEC region. The general trend 

for Western Europe as a whole is towards an aggravation of 

this deficit. 
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The imports ~f leather footwear of the European DMECs, on 

the other hand have grown significantly in the last. ten y~ars. 

In Western Europe, during the period 1970-75, they 

increased by 44 per cent, while for the,EEC specifically 

the y grew by 50 per cent. The potential for growth in the 

, '"'' 1 

demand for leather footwear exists, with leather corning back into 

favour in footwear pr~duction. The indicative trend presents 

us with the evidence (s~e Table 4.7) which shows an increase 

in' the apparent consumption of lea'ther footwear in the late 

seventies in sorne major economies of Europe, and the rise in 

the share of ,imports in apparent consumption. In this " 

regard, it 1s further noted that rose t~more than half of / 

the leather footwear consumed in France, the Federal Republic 

of Germany and the Uni ted KJ.ngdom was comprised of imports (see· 

Table 4. 8B) • 

TABLE 4.6: EXPORTS AND IMPORTS OF LEATHER FOOTWEAR IN 
EUROPEAN DMECs (million pairs) 

REGION 

European DMECs 

EEC 

European DMECs 

(excluding Ik.aly 1 Spain 
and Portugal) 

EEC 

1970 

283.4 

233.4 

71.8 

60.3 

EXPORTS 

1975 % 

change 

286.9 1.2 

197.3 -15.5 

80.4 11.9 

52.7 -12.6 

IMPORTS 

1970 1975 , 
change 

138.0 198.3 43.7 

110.0 164.7 49.7 

135.9 196.2 43.6 

108.4 163.4 50.7 

SOURCE: Tabulated from data in l. Glass, Preliminary Report ("'" 
The Leather and Leather Products Industrv 1n OECD 
Nations (unpublished document) and OECD, The Footwea 
lndustry' Structure and Government P01;cy, 1976. \ 
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TABLE 4.7: APPARENT CONSUMPTION OF LEATHER FOOTWEAR IN SELECTED EUROPEAN DMECs 

(million pairs) (a) 

Change ~" , 
REGION 1975 - --li.? 6 1977 1978 1979 (1975-1979) ~Î 

France 92.4 107.1 111. 9 112.0 123.1 33.2% , 
Italy 66.9 91 .1 76.0 82.6 88.7 32.6% 

FRG - 144.6 155.6 158.8 156.--5 172.3 19.6% 

United Klngdom 79.8 83.5 83.6 89.7 104.9 31.5% 
t -N 

0\ Sweden 12.3 11. 1 11. 1 8.4 11.5 - ~. 2% l, 
43 

;;ç;;;;> 

(a) Apparent Consumption = Productiontlmports-Exports 

SOURCE: Calculated from data in SATR~, Statistical Reviews, 1975-1979. 
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TABLE 4.8A: PERCENTAGE SHARE OF IMPORTS IN CONSUMPTION OF 
FOOTl"lEAR IN DMECs (By categories of footwear) 

Leather Slippers Textiles Rubber Plastic:: 

COWltry 1962 1972 1962 1972 1962 1972 1962 1972 1962 1972 

Germany 10.6 43.3 2.5 46.7 72.3 68.1 32.5 95.1 77.4 95.8 

France 2.2 18.5 0.9 21.5 11. 3 38.7 53.1 76.5 0.4 19.6 

ltaly 0.2 1.1 4.1 6.5 9.5 (al 16.4 (a) - 50.6 

Spain 0.08 0.05 3.6 4.9 13.9 ' 

Portugal 3.4 - 100 - 133.3 

Sweden 32.9 77 .9 26.7 51.0 140.0 77 .8 26.1 60.0 33.3 100 

Switzerland 23.5 60.2 - 87.1 128.6 77.8 83.3 See Rubber 1972 

EEC 23.5 60.2 87.1 38.8 69.6 36.8 84.6 16.7 47.0 

OECD 6.0 26.0 7.3 20.9 24.1 38.2 46.0 43.9 27.3 57.6 

(al See Plastic 1972 

SOURCE: Tabulated from data in OECD, The Footwear Industry: 
Structure and Government Policy, 1976. 

TABLE 4.8B: SHARE OF IMPORTS IN APPARENT CONSUMPTION OF 
LEATHER FOOTWEAR IN SELECTED EUROPEAN DMECs 
(Percentages) 1 

, ~-) 

. 
COWltry 1975 1976 1977 1978 1979 

France 26.4 31.7 29.7 31.3 36.5 

Italy 1.9 1.6 2.2 2.8 5.4 

FRG 53.3 57.7 59,8 61.3 65.6 

United Kinqdom 79.8 83.5 83.6 89.7 104.9 

SWeden 73.3 75.7 79.3 79.8 81. 7 
<fT 

SOURCE: Calculated from data in SATRA, Statistical Review, 
(1975-1979) . 
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The maj ority of the imports of leather footwear of the developed 

market economies in 1977 were to be accounted for in intra-

developed econornies trade (57 per cent). For example, 80 per 

cent of the EEC's imports of leather, footwear, by value, came 

from other developed market economies and 70 per cent of the 

total import trade was within the EEC's sphere of influence. 

As regards the particular countries, United K~ngdom imports 

from the EEC cornprised 50% of the total irnports by value, 

f9r France the figure was 72% and for FRG 70%. The major 

akea of provenance was Italy. 1 This is contrasted with the 
1 

position of the USA which imports predorninantly from the 

developing countries. The share of the developed market 

countries in total imports of the United States (by ~alue) 

was only 38%, with Italy taking up 75% of this share. 

Centrally Planned Economies account for a very minor share in 

the total imports of :eather footwear (by value) of the DMECs. 

In 1977 their share was 4%. Of the total exports' ,of leather 

footwear by the CPEs ~o the DMECs in 1977, 55% were absorbed 

in the EEC and EFTA countries. 

Among the developing countries, exports to Western European 

countries, the Asian economies, notably the Republic of Korea 

and Taiwan play the major raIe. The growth of footwear 

rnanufacturing in thse econorn~es has indeed been remarkable, 

where production has tripled in the short space of four years, 

(ie. between 1972-1976). These econornies, in 1977, exported 

1 • See Table 2.1 2 in this study. 
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more footwear than all the footwear exporting countries 

combined in 1970,1 and their imports to the DMECs, during the 

1970-77 period, .increased by a 40 per cent annual average 

2 compound rate of growth. Their percentage market share in 

the DMECs imports of leather footwear in this seven year 
\ 

period went up from 7% to 19%. 

Most of the leather footwear produced in the deve10ping countries 

and slated for export to the DMECs, has been destined for the 

USA markets, while in Western Europe the share of developing 

countries has been Iower. For Europe, the competition from 

the developing countr~es presentIy is most important in foot-

weâ~ made out of materials other than Ieather. Thus, if 

trade analysis were to incorporate aIL kinds of footwear, we 

note that Taiwan and South Korea increased the~r exports in 

the first half of 1977, to the EEC alone by~40%. 

" 

The investigation thus shows that the flows of leather footwear 

from the developing countr~es to the European DMECs, though, 

increasing are as yet not very decisive as regards their 

impact on structural change in the footwear industry in 

Western Europe. In concludion, we also note that the structure 
o 

of footwear manufdcturing in the developed market economies 

has been severely affected by the intensificat~on of 

competition, bath from sources within the confines of the 

developed market regions and from outside their sphere. The .. 
1. Op .cit., Guy Reaks, 1978, p. 49. 

2. See Table 2.12. " 
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1 

, 
inert export situation of mos't developed countrie?, is 

reflective of the decline in the industry and the waning of 
. / 

these countries pos~tion in internatAonal markets. The 

inc;easing impact of imports, most importantlY on the 

declining structures, is also quite marked. The increase in 

~mports, however, is not only confined to leather footwear 

but also in shoes made from other materials (Table 4.8A). 

In leather footwear though, the growth of product~on and of 

the sector in general in Italy, Spain and Portugal has had by 

far the most significant impact on structural change in the . 
footwear industry in Western Europe. The penetration of DMECs 

markets by the deVelOPingjCountries' manufactures of footwear 

though not 50 significant, ~s ~lso an important point of 

deliberation and cannot be dismissed light+y. 

, 
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CHAPTER V. THE LOCATION FACTOR AND THE 0 REOEPLOYMENT 0 ISSUE 

In the structural adjustment process we ascertain varying 
l' 

responses on part of the entrepreneurs in light of the 

changing internal competitive position of production units. 

These responses are manifested in their a~tions aimed at 

altering the technical nature and/or the management structure 

of production and in the redeployment of productive 

activities. The redeployment issue is the focus of analysis 

iil this chapter. 

, 
Before stating what we actually mean by redeployment, it 1s 

assumed, given the theoretical precepts as outlin~d ~n 

Chapter One, t~at redeployment is influenced by two inter-

related factor~i (i) expectations of growth and (ii) a need 

to avert the adverse pressures on the industrial structures 

at the present location and in 50 doing to move from a le5S 

efficient nature of production to a more efficient one. 

Redeployment 1s undertaken; mainly 10 compensate for the 
1 

apparent lack of resources and the necessary inputs. The 

motive "i5 ta locate activities in areas where there 1s an 

easy access to resources, and where the prospects of 

, : 

profitability and growth are enhanced. However, redeployment 

does not necessarily imply actual physical relocation. The 

process, 'in i ts broad meaning, 1s essentially defined by 

contractual arrangements and the agreements could take any 

number of different forms; technology transfer, franchise, 

. 
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l1censinq, agency, buyback, and equity participation ,tp . 

joint ventures, (which could involve physical relocation) • 

"-" 
Redeployment and the Leather and Leather Products Industr:l 

J 

The leather and leather products industry scores high on our 

l1st of potentially redeployable capaeities. In a recent 

study undertaken by UNIDO, i t was cone luded tha t '... the 

major factors determining the international division of 

labour, apart from pol~ey indueed parameters are the 
( , ' 

availabili ty of highly qual.i.fied labour and the degree of 

innova tion in production, on the one hand, and the supply of 

poorly qualified labour and raw materials on the other'. 1 

The leather and leather products industry falls into a 

category of structures, where the basic requireménts, namely 

the raw material and labour intensity in production, are 

fairly well established. Given the fundamen tal advantage of 

(
the developing countries in(,Ilivestock of low cost labour and 

the presence of some bas';c skills,' i t could be sug~sted that 
p-~. 

the manufacture of leather and leather goods, is not only more 

effic ient in the developing countries but also, on pure 

economic grounds, more suited to the economic environment of 

these regions. Therefore, in a consideration of a global 

restructuring scheme it could further be proposéd, that 

redeployment of production of leather and leather products, from 

1. UNIDO, structural Changes in Industry, ID/26S,1981,p.78. 
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the developed ,market regions té th$ developinq ones 1 reprèsents 

a logical alternative. 

'The question of redeployment in~·the leat'her and leather products 

.industry rests on four bas~c factoJ;s; access to raw material, ,. 
access to low cost labour, access to markets and the level of 

technological and business skills. These factors are the' 
~ 

major considerations,inf1uencing and shaping' the actual 

process of redeployrnent. The extent to which each factor 

influences the process varies. Examination of the reC'ento 

performance of the leather sec~or in the DMECs suggest,s low. 

wage labour as being the major element in the ohoice of 
1 

( 

location of production. This, presumably, is ,due te the' w~ge 

differenti.al oztween the DMECs and low wage c071~tries, which 

are su~ficientIy large. Ho~ever, the supply df raw material, 

market access and to some extent the availability of' 

t~chnological skills aiso play a very important role. Hence, 

the preference of producers in the high wage DMECs for 

redeployrnen t to low wage developed market economies (r.t~ly, 

Portugal and Spain) and to those developing countries which 

pO$sess the basic infrastructure (NIes) to facilitate 

production (Argentina, Brazil, Republic of Korea, Island'ôf 

Taiwan, Hong ~ong,etè.). 
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/ 
Rationale for Redeployment 

The future prospects of an increase in production and employment 

in the leather sector in the Western market economies would 

see~ quite bleak ~f the present technology and the industrial 

'organisation characteristic of"leather and leather goods 
'. 

production ,in trese economies remains unchanqed. The. small 

and medium scalé firmsr'~i.n Most DMECs have been, and are 

,incapable of 'copinq with the problems that have arisen. As 
1 ~ 
1 

has been weIl established in the previous chapters, the 

producers in the DMECs have, therefore, resorted to measures, 

leading to. a concentration of pr~uction in order to take 

advantage of the resulting economies of scale. The m~Va7p.~t. , 

till now has not really borne fruit. In fact, the situation 

in the leather and leather prôducts industry in the developed 

market economies has deteriorated further in the last five 
1 years. Given dissimilarity in the production processes 

in the differentsUb-sectors, the relieving effects of 

concentration and technical change are aiso not applicable 

---

for the industry as a whole. Furthermore, ~n production where 

leather as a rnaterial is the basic concern, .the Qadvent of 

~ 
fi 

automa~ed processes has not been very effective either. 

In this case cost considerations, especiallyof labour costs, 
. 

acquir,e significance. An enquiry into the leathet and leather 

products industry in the FRG and Sweden, does indeed reveal 

1. Cl.cit., Interviews with Mr. Magne Nestvold, UNIDO, 
V enna, 1 98 1 -82 . ~ 
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~ 

waqe costs as the major concern of the entrepreneurs. 1 

It is further envisioned that tl1e s.ituat.ion, vis-a-vis the 
( 0 

rising, wage costs, in tile leather and leather products 
Il 

industry 1.n the developed, countries, is likely ta worsen in the 

next few years, and efforts on part of the producers of 1. 

leëither and .leather goods in Western Europe to combat t~ese 
,pressures are most l~_~ely to faU through. 2 In the final; 

4nalysis t.hen" the producers are 1eft wi th two choices ': close 
, .. 

shop or redeploy the preductive activities. 

RedeploYment- of production ta the developing countries is 

suggested because pr~duction and employment ,in leather and, 

leather goods manufacture has increased qui te impressi vely over 

the iast decade. The growth of the lea~her sector in the 

developing countries has been made possible by a more 

" , 
extensive and in tens.ive utilisation qf resources and labour, 

'~ ':Which are to be found in relativ~' abundance in these regi.,.~ns. , 

Moreover, the prospects of furthèr growth of the industry in 
I.~- , 

the_s.e reg1.ons are extremely bright. - Th~ gro\tlth of the industry 

• in the developing countrie~ would have been even more . ' 

remarkable than what has been documented t but for the apparent 

lack of markets and technical and bus:l:nesa skills. In this 

respect the advantage of the developed market economies .is 

1. 

2. 

The$e are two studies cornmissioned by mUDO, surveying 
structural change in Sweden and the -Federal Republic of 
Germany, to be pub~ished shortly. The documents were 
entitled Structural change in the Leather and Leather 
Products Industry in Sweden and Structural Change in the 
Leather and Leather l?roducts 'Industry in the FRG. However l ' 

no documentation numbers were a~19ted at the time. The 
preli.rn.inary drafts were made ava,ilable to me by UNIDO. 

'./' ' 

Mr. J. Berg" cl.ting",general trends in the structural changes 
in Western Europe. Interview, V~enna, 14th January, 1982. 

• 8 

" 
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cle~rly recoqnise'd. Assuming that the decline in the leather 

and leather products industry in the DMECs contin1J.ed unabated,-­

there would exist a 1 surplus poo~ of expertise 1. The 

question has been aptly put:, as to whether the ski1~s in the 

DMECs dould be mobilized to p:i:'OV~de se

1
rvices to the developing 

countries which lack the skills., and i 50 doing contribute . 

not -only to the dèvelopment of the sec or, but dso to the 

overall development process in those regions? 

Factors Aiding Snd Restraining Redeployment 

In conclusion it i5 affirmed that the major debate about 

redeploymen'.;: J.n the leather and leather products industry has 

. centered around the q.uestion of locating production near the, 

sources of raw material and labour supply or near the-mar~ets. 

So far, the producers in European DMECs have facilitated in 
~ '. 

their rede!>loyment operations by the growth of the industry in 

the southern peripheral economies of Western Europe. They have 

opted to locate much of their production in these areas, where, 

besides enjoying the advantage of low wage labour, they can 

also utilise the relative nearness of the large European 

markets. However, with the increasing saturation of markets 

and production in the DMECs, the producers are beginning to 

emphasise develop~ng countries in their choice of location of 

1 
production, not only because of their inherent advantages in 

the manufacture of leather and leatl}er goods, but also due to 

their market potential. 

1 • UNIDO Background paper for the First Meeting of the Industria: 
Working Group of the Leather and Leather Products Industry 
Panel, (]NICO PC.23, 1982, p. 2~3. 
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But redeployment cannot be accomplished so easily as one 

m1qht be lead to believe, for bes1des there bei~g factors 

'a1d1ng the redeployment process, there' are some major 

constraints as well. Thoùgh it 1s acknowledgéd that low 

waqes, access to p~lW mater1al and the prospects of new 
1 

markets could ent1ce producers to redeploy capacities, 

unstable socio-political and economic conditions, a lack of 

infrastruct~re wh1ch could prevent a firm from being dynamic 

anc\. expansive and a lack of technological and business skills 

co~ld;;prove as hinderances to the redeploytnent process. 

Also communication links are likely to influence the 'choice 
o 

of location. Indeed, when the producers were <j~eried as to 

the 'pros and cons' of redeployment, the factors delineated 

above were well ci ted issues. 1 

1. The two studies on Structural Change in the Leather and 
Leather Products Industry l.n Sweden and Structural 
Change in the Leather and Leather Products Industry 
in the FRG, included a survey- of producers with the 
objective of ascertaininq their views regarding 
redeployment of productive activities. 



.. -~".,.,.~j:~~ ~""'I '41-1 .. ~ .. l .. ~'hi~fl.ii~lf~,~';:-'( '" , 

i 
f 

, 
) 

§ 

1 

l 

1 
! 
( 

, . 
! < 

f , 

; , 

.. 1.-

l 

< , 

.~ .. 

< , 

POLICY ISSUES AND MAJOR CONCLUSIONS 



-

<. 

<-

-104-

CHAPTER VI:· ECONOMIC POLICY AND DIVERGING INTERESTS: 

THE ECONOMICS OF THE EMERGING TRADE CONFRONTATION 

The ~eveloping êountries possess an inherent advantage 0n that, 

(i) they are the natural habitats of the majority of the 

livestock species providing raw material for leather 

production and (ii) low cost unskilled labour needed to run 

the production process in different sub-sectors is readily 

1 
available. Fr<fm the irnmediate post-war per iod to the la te 

sixtfes the developing countries acted esJentiallY as suppliers 

of raw material to the processing units of the developed 

market econornies (DMECs). In recent years their strategy has 

been to build up product~on capacities for finished leather, 

footwear, garment and leather goods in order to take full 

advantage of the~r assets. The basic intent 'behind the 

strategy is to develop resource based industries, among them 

leather and leather goods, by adding value at source, 

increasing ernployment and incorne. Preferential treatrnent is 

given to exports of final and intermèd~ate goods against 

exports of raw materials through commercial policy in order to 

suppl Y the developed markets with semi-finished and finished 

products. The progress made towards achieving these goals 

has been very positive. 

The advantage of the DMECs 1s in their being the major 

markets of leather and leather goods. (In 1977, the DMECs 

consumption of global output was 70% for Ieather, 74% for 

Ieather shoes and 89% for leather garments.) The DMECs aiso 
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exercise their superiori ty in the fields of technology, 

management, marketing, fashion and design, while a lack of 

adequate skills is a characteristic of many developing 

countries. Counterposed to the growth of the tndustry in the 

developing regions, the leather sector in recent years has 

exhibited an appreciable decline in rnost DMECs. The 

manifestations of this' contraction are evident in the trends 

over the last fifteen years which show declining employment 

and a consistent faU in the number of operational plants. 

The chief elements of the decline are associated with the 

costs of labour and raw mater1al and w1 th increased 

competition from goods of low wage countries. As a result, 

w1th1n the DMECs 1 production has gravi tated towards the low 

wage countries of Italy, Spain and Portugal where the industry 

has exhib1ted considerable growth. 

Impact of Poliey Actions on International Developments in the 

Leather and Leather Products Industry 

The developing coun tries' control over the basic raw mate rial 
\ 

is by far their biggest asset. The increased utilisation of 

this material at home has greatly benef i ted the tanning 

industry in the develofling world. As stated earlier 1 the growth 

has been supported by various types of policy achons to aid 

the industry through its infant stage of development. The 

main feature of these policy actions has been the curtailment 

of exports of raw h.ides and skins. The general economic 

pressures on industr~al structures in the developed market 
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economies have coincided wi th the pollcies adopted ln the 

developing countries. The llml tabons urfposed on the exports 

of raw hides and sklns have conslderably reduced the supply 

to tanning units in the DMECs, especlally in most EEC countries. 

Most of the input for downstream production which initially 

came from the tann1.ng uni ts ln the DMECs has decllned over 

the years as a resui t of a fall in the supply of raw material 

from the developing countr ies. 

The advances made by the tann1.ng industry in the developing 

countries have provided considerable st1.mulus to the leather 

products l.ndustry. The growth of footwear and lea ther goods 

manufacture in the develop1.ng countr1.e s has resul ted in the 

develop1.ng countr1.es provld1.ng lnCreaS1.ng c~mpet1.t1.on to 

similar manufactures of the DMECs in markets all over the 

world. At present footwear and Ieather goods produced in the 

developing countn.es are by no means unpos1.ng on the world 

~mar](ets 1 as for example ln the case of lea ther footwear 

from the DCs wh1.ch ln 1977 accounted for only 28% of the 

total world production. However 1 leather footwear and other 

goods from the deveIop1.ng countrles are) increasingly becomlng 
l ' 

a major factor to be reckoned Wl th l.n~ "future lnterna tlonal 

CQmrnOdlty flows. The DMEC's producers of leather products. 

severely affected by the internaI pressures have found 

this import cOlnpeti tlo'n to be qU1. te damaging to thelr 

existing unsatisfactory posltion and have petlt1.Oned 

their respective governmen ts for protect1.on. 
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The subsequent rise of protection in most developed market 

countries is an observable reali ty. 

Impact of Developing Countries Policies and Changes i.n 

Raw Material Priees on the DMECs Leather Seetor 

The restrictions imposed by the develop~ng eountries on their 

exp6rts of raw hides and skins and the competition provided 

by Itheir manufactures has affected the~leather and leather 

products industry in the DMECs in the following ways: 

(i) The general supply of raw hldes and skins to the tann~ng 

uni ts in the DMECs has been reduced. 

(ii) The restrictions on supply of raw h~des and skins has 

also eut back on a particular kind of material from the 

developing countries slated for use in specialised end 

products, :1.aVlng spec~f ~c cnaractar~stics and not: eas .... .:..y 

substitutable. This cut in supply has worked towards 

retarding the growth of the leather products industry 

in the DMECs. 

(iii) The rapid increase in the imports of the developed market 

coun tries of low cost footwear and leather goods from 

developing regions has, ln part, contributed ta the 

unemployment in this and related sectors in the DMECs 

with increases ln unut~llsed capaci ty also being noted. 

(iv) The expansion of the leather sector ln the developing 

countries has restricted access ta these markets for the 

lea ther products f rom ~ndustr ~ali sed coun tr les. 
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. 

The major affects on structural change ~n the leather and 

lea ther products industry, however, are not conflned to the 

direct interaction between the ,DMECs and the developing bloc. 

One important factor influencing restructuring has been the 

fluctuation in the priee of hides and skin in the last decade. 

These fluctuations have exercised a significant effect on 

restruc-t;uring in t~e last ten years comparable in impact to 
1 

any other factor and, according to one qualified observer, 

a~y conflict of interests whieh,exists today between the 

developing coun tries eould be attributed to per iods of 1 

1 market instability brought on by these priee movernents. The 

first period, 1975-1979, ehrnoicles the rise of priees of 

Y"aw n:'des and skins to unpreeedented levels. This rise 

resulted in problerns for rnost leather manufaeturers in 

the DMECs, who bought rnaterial on world markets and already 

burdened with heavy production costs, found themselves under 

a finaneial eonstraint. Further, the h~gh priee of raw 

material was refleeted in the priee of f~nished produets 

which led to a signif ~eant decline lon consumer dernand and gave 

impetus to production in substlotute mater~als. In the early 

19805 when the priee of raw mater~al fell drast~cally, the 

leather goods produeers were left with large inventories of 

products, valued far above eurrent replacement eosts, whl.ch 

had to be disposed. Subsequently, productloon cuts were 
. 

ordered lead~ng to labour displacement and closure of faetor~es. 

At. this juneture, it 1S reflected that even the 'relatively 

1. Op.C1t., UNIDO, UNIDO/PC.23, 1982, p. 21. 

, : 
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low-volume, low-priced imports from developing countries 

aggravated the existing situation and yielded increased 

protection and further imposition of trade barriers by 

1 developed countries'. 

On the basis of evidence available and through the analysis 

of structural change in the leather and leather products 

industry in the DMECs, it 15 inferred that the major factors 

influencing decline are most significantly associated with 

internaI developments in the DMECs and sectoral migration 

within these regions. The developing countries, though 

progressively affecting global restructuring, cannot be he Id 

responsible for the destabilisation and d~s~ortion of global' 

production and trading patterns. However, the 'confllet ~f 

interests' is quite yisible and in recent years it has 

intensified. Perhaps further examination of the basic policy 

pos~tions of t~e developed market eccnom~es and =he developing 

countries would further elucidate the major issues. 

Basic Policy Positions and International Trade between DMECs 

and 

The producers of leather al:d leather goods in the DMECs have 

heaped much of the blame for the decl~ne in the sector in 

recent years on the polieies of the developing countries in 

limiting the supply of exportable raw mater~al. The 

restrictions, they charge, have ' ... wreaked havoc with raw 

1. Ibid. p. 11 . 

Iren.tr amma ~ 

, 
1 

1 
J . 
f 
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material price stability and compl~tely changed the character, 

prospects and profitability of tanning in many countries of 

Western Europe and elsewhere' • 1 

The Ieather goods manufactures in the DMECs, blame the irnport 

competition from developing countries leather products for 

much of the unemployment problem and closure of productive 

capacities ~n the industry. The sequel to this, they point 

out, is that it becomes ' ... very hard for the labour and 

management directly affected to accept the burden of the 

whole process of import adjustment,.2 Ta combat this state 

of affairs, the producers in the DMECs have called for action 

on part of their governments to protect their interests. 

Linking the problem to the developing countries restr~ctions 

on exports of raw hides and skins, they have demanded 

protection and retaliatory poliey measures from their 

gaverrunents inè.i:::at.:.~g ~hat 3.S t~e develo9i:1g count!:'ies deny 

aecess ta their raw materials, ' ... it is no longer possible .. 
ta operate an open daor policy in the other haH 1 " 3 

The developing countries basic pos~ t~on is that only by 

safeguarding their raw"materials have they been able to provide 

their downstream production units w~th mater~al weIl below 

global free market priee level. If th1s pr~ce edge were 

taken away, they eould not, due to the lack of adequate skills 

and technology which ls still acutely fel t 1n most deve lop1ng 

1. Eugene Kil~k, 1 A case for a re-appra~sal of the world 
leather eeonomy I, Leather 1 February 1978, p. 47. 

2. UNIDO and UNCTAD, Selected issues of trade and development 
in the Bides and S~ins, Leather, Leather roducts and 
aotwear sector 1 ID t'iG. 31 9 3, p. 6 . 

3. 'Guy Reaks, 'Poli tical inf luenees on development and trade l , 

Leather, February, 1980, p. 22. 
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regions, at this stage, be expected to comp~te internationally. 

In the absence of these skills, manufacture of high quality 

products is beyond .. their scope. Thus so far bnly Iow pr iced 
1 

products are offered on world markets. Further 1 if 

developing countries' priees of raw material were equalised 

with global market levels, the domestie retail priee of final 
.. 

products would rise tremendously. This would eventually 

Iead to a considerable fall in demand in low incame regions. 

protect~ionist measures adopted by the DMECs have had dire 

consequences for th~ leather products industry in the 

developing countries. These measures have been extremely 

selective in nature, and it 1s noted that their effects are 

, ... especially serious on those developing countries which 

depend on a relatively small amount of trade in ~anufacturing 

in a still narrow range of praducts'. 1 There are also cost 

c~nsideratiofs. Though the DCs possess an econarnie advan tage 

vis-a-vis Itbour costs and supply of raw rnaterial, their 
. . 

costs with respect to mach~nery, chemieals, etc. are fairly 

high. These ~nputs have to be ~mported, and their purchase, 

caupled with transportation costs yields ~nput costs which 

makes it very difficult to meet foreign competition. Thus, 

the developing countries have ~mposed eerta~n restrictions 

with the obJective of stimulating the establ~shment of 
V,1) 

Ieather and Ieather products industry domestically. 

1. ONCTAD, ID/WG.3/9.4, p. 

"" j 
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The problems in the global ordering of leather and leather 

produc1ts industry stern from a prolife,ration of these 

measures on the part of the developing eountrïes goverrunents 

and the Governments 1 policies of the DMECs. The interplay 

of these polieies has worked towards restricting and 

distorting international trade flows. These measures have 

become a cause for serious concern, leading to an emerging 

conflict bétween the developing countries and the p,roducers 

in the DMECs. This has also led to a concern in Many 

circules that 1 ••• unless the ieather manu!acturers of the 

world can establish an equitab,le diStribution of manufacturing· 

capacity and share" of the busines's ..• the [conflictl co~ld i e 

develop intC' an outright confrontation'. 1 

Th/re are those who have expressed hope :that a dia).o""e 

between the parties in eonfliet could prove beneficial 

not only for ':he i.:.tdividual partieipan,ts but, the leathetj and 

le_ather goods industry as a whole. 2 The reasoning is' that 

the mechanisms and polieies which would serve, the interests 

of all parties can only-be achieved through mutual 

understanding. 

1. 
... 

Guy Reaks, 'The world of leathez. in 1979 ls dist'lnetly 
divided', Leather, February 1979, p. 45 .... 

2. See 1 Sir Kenneth Newton, Presidential,Address to the 
International Couneil of Tanners in Buenos Aires, 

"' April 5, 1978, 1 Call for re-appra~sal of world trade 
relationships l, Leather, May 1978, p. 19. 

," 

1 

. , 



. 

l 

. i 
• 

; . 

-\ 

i . 
1 
\ 

1 
t 

l 
t 
i , , 
t , 
1 • 
f 
f • 
, 
1 
~ 
1 
f 
1 

f 
t 
1 

'. 

ï 
~ 

t 
" f . 

" . 

, 
J' C' 

" 

" 

• 

-113- \-

CONCLUSIONS 

The léather .sector in most develop'ed market economies of 

~urope has experienced· a ser ious decline in the last decad€.. 

Moreover 1 a ranking of sectors,in the European DMECs, based 

on growth projections, gives "a iow ordering for the leather 

and leather products ~ndustry. The dismal dev~lopments in 
? 

the industry are marked by cutbacks in production, lay offs 

and a closure of significant numbers of producing uni ts. 

HoweverJl it should be noted that the' decline in the European DMÈCS 

'is not a general phenomenon. Rather it is ,essentially ev ide nt 
, 

in the north-western economies. corresponding to this' 

decline has been the growth of the sector in most developing 

areas as weil as in sorne low wage DMECs. The countries 

located in the southern periphery of the cont~nent, namely 
\ 

Italy, Spain and Portugal are, along with the developing 

regions, areas where ~he leather sector has exhibited 

substantial growth over the last f~fteen4to twenty years. 

The growth ~s evident by the ~ncrea~e ~n product~ve capacity, 

emplo~R~ as well as by an ever ~ncreasing share of the se 
, " 

regions in the world production of leather and leather goods. 

The maJor cause of the decline in leather and leather products 

industry ~n the developed market econom~es are ris~ng 

productiS'n costs. Over the last ten years 1 the wage bill of 

companies has r~sen significantly ~n the Dr1ECs. Th~s 

increase -has ha.d dire effec"Cs on labour ~ntens~"e industries 
-e-
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whose costs hav~ grown at the same time when there lias been 

a rise in priees of raw materials. The point being that there 

is homogenity in the cost structures of most northern 

Euopean DMECs, where wages and raw ~terials account for very 

h~9h portion ~f total costs, and that the success of the 

industry in the Southern European regiQns has in a lar'ge way 
, ~ . 

been due to relatively low wages and perhaps, to sorne ~esser 

extent, due to the flexibility and fashion consciousness of 

the producers. 

, , 
These rising costs have also been the major cause of decreased 

.... 
international competitiveness of leather and leathe~:-goods 

of the developed market economies. As 4 consequence the 

structures of the leather and leather products industry Ul ehe 

European DMECs have also been strongly influenced by import , 

competition which has lent weight to the already existing 

economic pressures on the sector. The magnitude of this 

import competition is quite impressive .,indeed. As a case in 

point, we take the .example of footwear in whiçh the deficit in 
o 

trade balance , for aIl European DMECs except Italy, Spain and 

Portugal, point's to consumption levels outstripping production 

in the last e~ght to ten years. 

, 
It should be noted though, that trade within the indust.r!alised 

b~oc has exercised a much more significant effect on 
\ 

structural change in the sector in the DMECs, than trade 

between the DMECs and the developing regions. However, 

developments in the developing countries of the world reflect 

trends which indicate that these regions would in the future, 

l' 

~ ~"OC ... ~ 
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subJect the structure of leather and leather goods production 

in the European DMECs to increasing pressure. 

The penetration of DMEC markets by the developing countries 

at present, though in no way decisive, can definitely be 
~ described as improving over the years. In studies undertaken 
..t '"' • , 

by UNIDO on struct~ral change in Western Europe, it was 

cil.iscovered that the" largest increa'se "in the share of total 

import market of European DMECs in the decade of the seventies, 

was achieved by the develQping countries and one of the most 

important commodity groups in this regard was leather, leather 

goods and footwear. Further, the calculation of revealed 

comparative advantage showed that the DMECs were a~, a clear 

comparative disadvantage in trade with dev~lo~ng countries in 

leather and leather footwear. 1 'It seems that in light of the 

high inflation situation in the DMECs, low priced leather 

products from the developing countries has been preferred 

as ' ••• potential buyers consider the price sufficiently low 

2 to compensate for inferior qual~ty' . 

The'above is perhaps the fundamental conclusio~ that could be 
1 

drawn at ~he level of the system. 1t is withfn this structural 

context that the 'behav~our' of the industry is 'produced' 

and undetstood. Having stated the major reasons for re-

structuring, we come to a point where we need to assess the 

UNIDO, Structural Change in Industry, 1D/266. 

2. UNIDO, Future Structural Change in the 1ndustry of Sweden, 
UNIDO/IS. 191, p. 16. 
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; 

,1 " 1 re-organisation in the production and ernploy~ent in the 

leather and leather products industry in the European DMECs. 

At the level of the industry it is concluded that 
~-

restructuring of the leather and leather products industry 

in the DMECs has basically involved an alteration of the very 
.1 
1 

nature pf production. This can be ascerta~ned from trends 
, 

characteristing change ~n the organ~sational and production 

structure. More spe~ifically they indicate a decl~ne in the 

number of srnall firrns,a decline in skilled and unskll1ed labour 

employrnent and a movernent towards concentration. The 

tendencies could in great measure be construed as responses 

of the industry to problems that have arisen over the years. 

The entrepreneurs of leather and leather goods in the DMECs 

have sought a way out through techn~cal change and 

concentrat~on of production as a rational recourse to 

The leather sector in the European DMECs is, even now, " 

generally characterised by the presence of a large nurnber of 

small and medium' sized firms. The i~ze aspect seems also to 

be a product of most 'traditional' rnanufacturing, 

among them leather and leather goods, whose other major tralt 

is labour intensity ln production. The pressures on the 

structure of l~ather and leather products lndustry have, 

however, encouraged a movernent towards the establishment of 

large-sc~le production units, through rnerger~, take-overs as 

weil as through the setting up of new capacities. It ~s 

pOinted out that advantages accrue to large scale ~pterprise 

_J 
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through i ts • ability to create and maintain braneh 

loyalty, to service [its] sale outlets effeètively, to 

purchase materials in bulk and to be 'able ta afford to 

follow fashion close1y while still catering to the mass 

market' . 1 Further reasons for this are, tha t such a 

mo~ement towards rationalisation of production would 

facilitate teehnical innovation in displacing labour and 

eonsequently would eut down on wage costs. / 

However, in a situation such as this, we are confronted with 

a paradox. We note that the growth of the industry is 

partieularly st rang in regions where the small scale un! ts 

predominate, such as the southern European DMECs and the 

dev~~~~ng countries. On the other hand we aiso ot~erve that 

even with efforts, on part of the producers in ~ost northern 

European DMECs, ta offset the adverse pressures on the 

structures of leather and leather goods manufacture, the 

deeline in the industry in the DMECs has not been stemmed. 

On pure economic grounds, the concentration of production is 

indeed a logieal step. However, it 1s fact that the key 

issue in this regard i5 not the size of the productJ.on unit 

but the very 'nature of production'. If concentration could 

change this basic 'nature of production' ~n the le~ther seetor, 

then p~rhaps we wouid see agrowth of the leather and leather 

products industry in the DMECs. At thJ.s stage though, no 

1. N.S. McBain, The Choiee of Technique in Footwear Manufacture 
for Developing CountrJ.es, Report to the MJ.nistry of 
Overseas Development, United Kingdom, mDneo. 

• 
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amount of technical change, or the reorganisation of the 

production, has been able ta alleviate the adverse effects. 

These adverse tendencies, g~ven the 'state of the art' in the 

industry, influence the very roots of leather and leather goods 

manufacture and one can only conclude that in this situation 

the decline in the industry is likely ta persist. 

Regard~ng the spatial implications of restructurlng in the 

leather and leather products industry in the m-1Ees, 

redeplayment of production to low cost regions has been an 

often encountered alternative. Redeployment has taken 

the form of locating activitles in those areas which include 

the low wage DMECs as weil as the develaping countries, 

where the ncessary advantages can be envisioned and where the 

basic infrastructure can also be found. In the case 

of the DMECs, production has essentially gravitated towards 

the southern economies of Europe, (Italy, Spain and Parugal), 

while those develop1ng countries have been preferred which 

are industrialising rapidly" the so-called NIes. The majority 

of the redeployment activity in the sector, till now, has been 

towards the low wpge developed market countries. However, the 

developing countries are acqu1ring lncreaslng importance. 

The low cost of labour 1s perhaps the major motivatlon in re-

deployment of leather and leather goods prod~ctl0n. The 

other factors noted are: easy access to raw materlal and the 

potential for the development of néw markets. The constraints 

numbe,r qui te a few. Starting from the very baslc issue of 
\ 

the small size of flrms which hlnders redeployrnent, they include 

,1 

1 

i 
1 

j , 
j 
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, 
limitations on the availabili ty of finance, lack of qualified 

labour, lack of certain necessary technolog1.cal skills, 

transportation costs, weak communication, étC. It 1.5 evidently 

the small produeer who 1s shoulderl.ng the main l.mpact of the 

eeonomie p~essures and is fl.nding it inereasingly di~ficult 

to adjust ta the changing economie env1.ronment. He lacks the 

necessary finances to combat the adverse tendencJ.es, while there 

are not many other options left available to hlm. The large 

units have an advantage in that besides being able ta 

ineorporate new technologies into their structures more 

readily, they also h~ve the necessary fJ.nances which allows 

them a eertal.n degree of freedom of operatJ.on. 

From the ev ... dence J.t could be concluded that the plausability 

of redeployment is greater ln the case of a la't"ge firm than 

that of a small one. 

On a general level, there i5 a basJ.c reluctance on the part f1 

( 

of the producers of leather and leather goods in the European 
L 

DMEC5, to accept t,he sJ.tuation in the sector pertaining to 

its decline and the deterioration of theJ.r competitive position. 

The feeling seems to be that redeployrnent ean be avoided by 

technical change that would reverse the trends characterJ.sing 

the sector.' The odds on such a change taking place are very 

low i revolutionary changes whieh could al ter the very nature 

of, production cannot be envisaged, a t least not in the near 

* These are elabora t~d in the two surveys presented ~n UNIDQ, 
Structural Change ~n the Leather and Leather Products 
Industry in Sweden and UNIDO, Structural C:î.a.,nge in the 
Leather and Lea tner Products Industrv in the F?G. (~ro 
document numbers alloted.) 



( 

( 

-120- . 

future. Thus, given the state of art in leather, leather 

goods and footwear manufacture 1 as weIl as the continuing 

presence of debilitating pressures on the structures, it 15 

concluded that future prospects of growth in the leather sector 

in the developed market economies are extremely bleak. 
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