






















































































































































































































































































































































































































































































































































































































































































- 214 -

TABLE 36

LEATHER PRODUCT EXPORTS*

Selected Developing $ Million % Total Developing
Countries Exports Country Exports
Republic of Korea 668 43.0
Hong Kong 229 14.7
Brazil ‘ 208 13.4
Uruguay 72 4.6 i
Argentina 59 3.8 \
India 48 3.1
Taiwan 43 2.8
Total 1,327 85.4

All Developing Countries 1,553

* Adjusted to eliminate non-leather products from UNCTAD
compilation.

The remarkable implication of Table 36 is self-evident: Three countries
accounted for approximately 70 per cent of the developing regions' leather prod-
ucts exports in 1977. Other developing natioms have also expanded output and par-
ticipated in the export market but aggregate volume minus the Republic of Korea, Braszil,
and Hong Xong would not testify %o handle change in world trade flows.

Brazil exemplifies complete, and purposeful, integration in the use of large
domestic raw material supply. Cattlehide exports are embargoed; differential in-
centives encourage production of finished leather and the manufacture and export
of leather products. The Republic of Xorea énd Hong XKong, on the other hand, must rely almost
entirely on the import of raw‘materia.l and leather as well as the other supplies
required for tanning and manufacturing. In view of these varied circumstances it
is difficult to isolate the common factor of outstanding achievement in the leather
products sector. Most observers are inclined to agree that a key factor is com-
posed of urban centers, a large labor force familiar with industrial routines and
discipline, and low wages. In the Republic of Korea, government financial assistance has

undoubtedly been helpful to Korean entrepreneurs and their foreign associates.
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On a smaller scale Taiwan has follc;wed the patterns of Korea - importing
raw material to produce leather and leather products. In Taiwan also, government
measures have helped finance new enterprise and encouraged expansion. ©On a
much smaller scale several Caribbean countries appear to have elected a similar
course, importing hides for ultimate sale of fabricated products in the U. S. The
Dominican Republic, Jamaica and Honduras are examples. Everywhere else in
the developing regions, the utilization of domestic supply seems to be regarded as

the basis for existent or eventual foreign trade activity.

CONCLUSIONS AND MAIN DEVELOPMENT ISSUES

Hides and skins are tanned to be consumed as leather products. The final
import of this study, therefore, is - where are the goods produced, where are they
consumed and what are the prospects for change in either respect? Preceding
paragraphs have indicated the relevant current facts:

The last decade has witnessed substantial growth of world production and
trade in leathef products. By 1977 total trade volume exceeded $6, 000 million,
roughly twice t}‘xe‘ aggregate value of 1970. Growth in footwear, the primary article
of leather product commerce, was amplified by sharp expansion in leather gar-

ments and in other leather products such as handbags and small leather goods.

FIGURE 13

LEATHER PRODUCT EXPORTS
FROM DEVELOPING COUNTRIES

TO UNITED STATES OF
- AMERICA

890

57.3%

MILLIONS OF DOLLARS -IS77

663
42.7%

TO OTHER COUNTRIES

TOTAL 1,553
100%
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Developed countries remained the nexus of both imports and exports. Export
volume of these countries was almost entirely with other developed nations and the
shipments of developing areas was also directed to the developed regions, primarily
North America. In foreign trade, at any rate, developing countries do not seem to
have addressed marketing effort to their economic compatriots.

Although the total foreign trade position of the developing countries grew
sharply, generalization on the score is fallible. Examination reveals that the
greatest part of the increase was conceatrated in a few countries. Moreover, a
single foreign market, the U. S., has been the central focus of trade expansion by
the developing group.

Two lines of development mark the growth of production and trade in leather
products by the developing countries. One is based on the utilization of domestic
raw material as a primary avenue of industrialization. The other is based on the

.import of raw material and the utilization of labor to produce competitive goods
for export. There can be no exception taken to either course on any grounds other

than economic viability.

PROBLEMS AND PROSPECTS -

LEATHER PRODUCTS IN DEVELCPING COUNTRIES

For the next few years supply will be the dominant problem of developing na-
tions as well as the developed regions. Countries favored by adequate available
supply will be able to sustain output of leather products and exploit potentials in
foreign trade. The countries which must compete for scarcer raw material supply
will encounter serious problems in maintaining output and trade levels reached by
1978. Countries in this group are Korea, Hong Kong, Taiwan and the Philippines.

An indication of the new problems generated by chaﬁging raw material supply
circumstances surfaced during the early months of 1979, Hide importers in the Republic

of Korea , mainly tanners, were unable to accept delivery of a large quantity of
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imported hides, reportedly more than 700,000, already unloaded and on the piers

of ports in the Republic of Korea., Presumebly, factors resvonsible were lack of working
capital, non-availability of bank financing and dislocation of the cost structure of

leather products due to record hide prices. Default on this scale is unprecedented

in world hide trade.

It has previously been indicated that the Republic of Korea and Hong Kong accounted for
more than 50 per cent, in value, of all leather product exports by developing coun-
tries. DBoth countries as well as Taiwan are the most exposed of all developing
areas to raw material difficulties since their domestic supplies are completely
inadequate. At best, therefore, it seems certain that the growth of recent years
in leather product cutput and export marketing will be suspended. Reduction in
output by the supply deficient countries is probable. Types of goods which will be
affected are leather shoes, garments and handbags.

A possible straw in the wind is given by the U. S. shoe import statistics for
the first half of 1979. In that period shipments from Italy rose to 53,8 million
pairs compared with 29,2 million in the like months of 1978, Conversely arrivals

frmm the Republic of Korea were some 4 million pairs less than permitted under the U.S.

Orderly Marketing Agreement with that country.

Supply limitations will constrain significant production growth in other Asian
countries. In all of these, utilization of domestic raw material supply had reached
100 per cent by 1977. However, diversion of output from domestic consumption
and export of leather to export marketing of leather products is both feasible and 2
distinct probability. India, Pakistan, Thailand, Bangladesh, Sri Lanka will in-
crease their export of leather products during the next six years. For the most
part this will represent a shift in production for the several developing countries
dependent on import of raw material or leather from manufacture of finished

products.
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Production and marketing opportunity in the Middle East are related to the
availability of sheepskins - hair skins in Iran and wooled skins in Turkey. The
latter country has made progress in output and export sale of sheepskin garments.
Improvement in skin quality could lead to substantial increase in the marketing of
Turkish garment production. Trade forecasts in Western Europe and the U. S.
anticipate continued demand growthfor garments using wooled sheepskins as the
equivalent of furs. Iranian hair sheepskins are valued for grain garment leather.
However, production of garments in Iran is minor; recent political events inter-
rupted planned joint ventures with developed country interests in leather garment
production. However, the potential remains; under conditians more favorable to
new enterprise, Iran could become a major producer and exporter of leather gar-
ments.

Problems in Africa have been enumerated at length in Chapter II and pros-
pects for growth in leather products are dim. Unless basic supply improves, in
quantity and quality, the continent cannot become a poaderable factor in production
or marketing of leather products.

South America is the developing region with the brightest prospects for growth
of output in leather products. Cattlehide supply in Brazil and in temperate South
America will increase sharply in coming years. Modern facilities exist for produc-
tion of leather and leather products. Both manufacturing and marketing expertise
bave been developed, and an industrial labor force exists in most countries of the
region. Any errors in forecasting the future status of South America as a center
of leather product output and export are likely to be on the low side.

In summary: With the exception of Soﬁtb. America, the curve of total leather
product manufacturing and export marketing by developing countries will not rise

during the next few years. Raw material and leather supply will be the crucial
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limiting factor. Certain countries wholly dependent on raw material imports may
have to curtail production. Other countries possessing domestic supply will in-
crease output and export sales. In the aggregate, excepting South America, a pe-
riod of rapid growth in production of shoes and other leather products by develop-
ing countries has come to an end. It may resume when and if world raw material
supply once again shows signs of positive growth.

INTERNATIONAL TRADE;

TARIFF AND NON-TARIFF BARRIERS

In Chapter Il the issue of trade restrictions was discussed at length with spe-
cial reference to the possible consequences of retaliatory escalation. Non-tariff
barriers in hides and skins, leather and leather products were noted as clear in-
stances of dangerous trade restriction. At this point, a brief review of compara-
tive tariff rates will clarify the extent to which import duties are nominal or im-
posed to foster or érotect domestic industry.

Table 37 includes the principal countries involved in hide, leather and foot-
wear trade, the major trade categories in the sector. Althgugh for the sake of
simplicity rates are not given for other leather products, the table plainly defines
tariff policy of the countries listed. It should also be noted that, the developed

countries are committed to the General System of Preferences, of which almost all

developing countries are beneficiaries,.

TABLE 37

TARIFF RATES -HIDES, LEATHER AND FOOTWEAR
Per Cent

Country Hides Leather Footwear
Argentina 10 10 55
Australia Free 0-15 Free - 22.5
Brazil 120 160 170
Canada Free 7.5-12.5 25
European Community Free 8 8
India Free 60 100
Japan Free 20 10-30
Republie of Xorea : 30 40 60
Mexico . Free 1022 10-40

United States Free 5 Free - 20

~
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With the exception of Japan the duties of the developed countries can be char-
acterized as low or nominal and they are MI N rates applicable to developed and
developing countries alike with the GSP benefit granted only to developing countries.
Tariff rates imposed by Japan are somewhat pointless since the country maintains
a rigorous quota systerm under which only the most miniscule quantities of leather
and leather products can be imported. Duty rates by all the developed countries
are now subject to further reduction under the multilateral trade agreement en-
dorsed by GATT signatories, April 1979,

The record of trade development in leather and leather products, as well as
the tariffs listed above, support the conclusion that import duties of the developed
nations, except Japan, are not a barrier to trade. Pertinent facts are simple
enough to obviate elaborate exercise in Wei}ghted averages or calculation of "effec-
tive rates' as opposed to ''nominal rates”.e_a-/

It is estimated that the trade volume of the developing countries in the above
table exceeds 75 per cent of total volume by all developing countries in leather and
leather products. Tariff rates of the countries listed are uniformly higher than
rates of the developed nations. Duties on raw hides by Argentina and Brazil are
parts of a system intended to stimulate domestic production and promote the export
of semi-manufactured or manufactured goods. The Korean duty of 30 per cent on
raw hides is subject to a drawback provision on the imported content of export
goods. Since virtually all the output of leather shoes and other leather products
in Korea is destined for export, and 90 per cent of hide supply is imported, the
rate shown is fictitious. .

Disparity in tariff rates between developed and developing national entities is
generally recognized as one of the aspects of the development process. At the
stage when a country's industrial classification is no longer obvious, pressure

will mount for reciprocity in terms of trade. For example, until March, 1979,
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the Argentine duty on leather was 70 per cent and was then reduced to 10 pez; cent.
However, the ban on hide exports by Argentina continues to assure a domestic

price for leather which effectively precludes imports. The Republic of Korea is another
country to which the appellation of '"developing' may not be deemed accurate by
trading partners.

On the whole, existing and prospective tariff rates are a lesser danger to
sound trade than the proliferation of non-tariff barriers. Several of these with a
bearing on hides and skins were discussed in Chapter II, but a broader statement
of the issues in the leather and leather products economy is desirable.

Non-tariff barriers are not confined to publicly posted restrictions on the
movement of goods across national borders. The forms and the methods used to
gain trade advantage and to frustrate equitable competition are legion and range
from outright embargoes to quota systems, direct or indirect subsidies, differen-
tial export taxes, special exchange rates, allocation or control of raw material,
currency control, etc. Denial of access to raw material can be just as potent a
trade barrier as the crass prohibition of manufactured imports.

For the first time the complexity of NTB's and their danger to the structure
of foreign trade was recognized in the Tokyo Round negotiations. Provisions
adopted will, at the least, highlight such practices as the leather import quota
system of Japan or the export subsidies of several South American countries and
provide negotiating recourse. There is not, however, any resolutian in sight of
problems posed by countries where foreign trade is exclusively a government func-
tion and market criteria of value are absent.

It has previously been stressed that several developed countries have inno-
vated a dramatically new approach through Orderly Marketing Agreements with
leather product exporting nations. This concept of sharing market growth is ba-
sically a response to production stimulated by some type of open or indirect sub-

sidy. Such aid is clear and acknowledged by India; in other countries more
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complex methods are used to encourage leather product exports or to restrain im-
ports. Special financing through State banks is a favored device in several Far
Eastern countries.

Problems due to differences in technical standards or health and sanitary
regulations are minor in the leather and leather products sector. These are cus-
toms trivia which do not impede the flow of trade among developed countries or

between developed and developing regions.

The core issue of non-tariff barriers arises from the differences between
market oriented enterprise and government supported or subsidized production
and exports. In the long term that difference must be bridged, resolved or adju-
dicated; OMA's are a forward step, but are only provisional in the long term.
Viable trade in leather and its end products requires reciprocity and equality in

terms of trade among tradihg partners.

INTERNATIONAL COOPERATION MEASURES

Developﬁ:ents in 1978 and 1979 have cleared the stage for a new approach to
the problems of the entire leather sector from hides and skins to finished prod-
ucts. Misconceptions and illusions spawned during the last two decades have been
succeeded by forced recognition of hard facts: Supply is finite; expansion in output
and trade cannot be taken for granted; increasing and improving raw material re-
sources is the common concern of all countries.

Against this changed background, international cooperation need not be a
vague ideal. It can be a practical and profitable undertaking grounded in realistic
self interest of all leather producing and consuming nations. The approach and the
measures on which international cooperation can be built were detailed in Chapter
I u.ﬁder the general heading of ""Strategy For Action'. The necessity of the cooper-
ative measures suggested there is reinforced by the examination in this chapter of

manifest problems in the leather and leather product industries.
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ANNEX I

CURING HIDES AND SKINS

The subject of hide and skin curing is interesting and importént for tech-
nical and economic reasons. With regard to the first, the facts are generally
familiar. Hides and skins are perishable and if not treated to prevent putre-
faction they decompose within hours after removal from the animal carcass.
Since tanneries are usually located at considerable distances from slaughtering
points, hides and skins must be protected against decay during transit and stor-
age, and the latter may take months. Treatment to prevent decay is universally
described as curing, and the purpose is to create a chemical environment in
situ where protein-destroying organisms cannot survive.

Probably the oldest method of curing was air drying; this is still practiced
in hot and dry climates. Bacteria which need moisture for reproduction are thus
rendered inactive. Drying cannot be precisely controlled and, therefore, the
quality of hides and skins cured by this method tends to be variable.

Far superior quality in hides and skins is achieved by using salt as the
principal curing agent. Until 20 years ago, salt curing was practiced by liter-
ally salting hides individually. Hides are first washed and then spread hair side
down with a substantial coating of granular salt placed on the flesh side. Addi-
tional hides are then superimposed, each being libera.lly’covered with salt.V
Piles up to 7 or 8 feet high are thus built and in the course of the curing period,
the salt dissolves in the hide or skin moisture and thereby thoroughly penetrates
the substance of each hide or skin. For cattlehides, thorough curing requires a
period of 30 days.

Salt curing is accomplished much more rapidly at present by the use of
brine solutions and mechanical agitation of hides and skins. Washed hides are
placed in large tanks termed raceways which contain a concentrated salt solu-

tion. Continuous agitation results in effective penetration of the sodium chloride



solution within 12 hours. After removal from the raceways the hides are sprin-
kled with salt as a safety measure and are then ready for shipment to tanneries,
effectively protected against decay.

Other methods and systems of protecting hides and skins during the time
they are in storage or in transit to tanneries have been proposed and tried.

These include freezing, solvent dehydration and the application of biocides to
prevent bacterial growth. No method, however, has been found as effective or
as economically feasible as brine curing.

An economic aspect of change in curing practice from wet salting to brining
deserves attention. When hides were salted and held in cure for 30 days, one-
twelfth of the annual hide supply of a given area was in packers' inventory. Adop-
tion of brine curing, in North America and by large slaughtering establishments
in Westerﬁ Europe and South America, has eliminated the inventory of hides in
process of curing. In the United States it is estimated that during the past 15
years brine curing released approximately 3 million cattlehides from inventory,
thereby temporarily enlarging available supply.

With the adoption of brine curing, packing plants were able to dispense with
the hide cellars in which hides were stored during the curing period. Elimination
of the inventory of hides being .cured has tended to exaggerate price volatility. In
modern packing plants hides must be sold promptly and sales cannot be regulated
in accordance with the state of demand. Inelasticity of supply from the sellers’
viewpoint contributes to price instability arising from inelasticity of supply from

the tanners' standpoint.

&



ANNEX II

THE TANNING PROCESS

The purpose of tanning as noted in the text is conversion of an organic putres-
cible raw material into a product which will not decay and can be fabricated into
long-lasting and useful products. Tanning process and materials are innumer-
able. The summary given below describes the production of cattle side upper
leather, the most important type of leather in world commerce, Variants of the
process stages noted, for other raw materials, and classes of leather, do not
alter the basic technological succession described below,

Process Flow Sheet For Side Upper Leather

1. Trimming and Sorting - (Object: Preparation of skins for processing.) The
initial tannery operation cons;lsts of opening up the bundles and trimming off the
heads, long shanks, and other perimeter areas. These offal areas generally do
not make good leather and, if left on, would interfere with much of the tannery
equipment through which the hides will be processed.

2. Soaking - (Object: Restore lost moisture to the skins.) As a result of the
curing précess the hides will have lost a2 good deal of their natural moisture. The
tanner must now restore moisture so that the chemical treatments that are to fol-
low can fulfill their purpose. This is done by soaking the skins in water to which
chemical wetting agents (similar to household detergents) and disinfectants are
usually added,

3. Fleshing - (Object: Removal of excess flesh and fatty substances.) Fleshing
is a mechanica.l'operation that rids the hides of excess flesh, fat, and muscle that
is to be found on the inside {flesh side) of the skins.

4. Unhairing - (Object: Removal of hair, epidermis, and certain soluble pro-

teins.) The hides are now ready to have the hair removed. This is primarily a



chemical process, although mechanical unhairing equipment is called uporn at
imes to efﬁect complete removal of hair after it has been loosened.

5. Bating - (Object: Removal of residual unhairing chemicals and non-leather
making substances.) The first phase of the bating process, termed deliming,
eliminates the lime and alkaline chemicals present. The second phase of this
process commences with the addition of the bate itself. It attacks and destroys
most of the remaining undesirable constituents of the skin.

6. Pickling - {Object: Transform the hides into an acid enviroament.) Pick-
ling places skins in an acid (low pH) environment ready to accept the tanning ma-
terials. This step is necessary because the chrome tanning agents that are to
follow are not soluble under alkaline conditions,

7. Tanning - (Object: Conversion of the skin into a stable, non-putrescible
material.) The primary function of any tanning agent is to convert the raw colla-
gen fibers of the hide into a stable product which is no longer susceptible to putre-
faction or rotting.

8. Wringing - (Object: Remove excess moisture for splitting.) Wringing re-
moves excess rmoisture from the stock so that it can be properly handled on the
splitting machine which follows.

9. Splitting and Shaving - (Object: Adjust the thickness to that required for the
end use.) The thickness of all hides and skins can vary. Various end uses re-
quire different thicknesses. The bulk of this thickness adjustment is accomplished
by splitting, The shaving machine is used to clean off any areas that show evi-
dence of fleshy matter.

10. Retanning - (Object: Impart properties of other tanning agents.) Coloring -
(Object: Color with aniline derived dyestufis.) Fatliquoring - (Object: Lubricate
the fibers for flexibility.) Although each of these has a vasktly different purpose,

the tanner considers them as a unit because they follow one another without



interruption, requiring a total time of about 4 to 6 hours. The retanning opera-
tion gives the tanner an opportunity to combine the desirable properties of more
than one tanning agent into his leather. Coloring is accomplished with aniline-
type dyestuffs which combine with the skin fibers to form an insoluble compound
which becomes part of the skin itself. Fatligquoring is a process by which the
fibers are lubricated; the fatliquor contributes greatly to tensile strength of
leather.

11. Setting Qut - (Object: Smooth and remove excess moisture.) Setting out
puts leather into the proper condition for drying.

12, Drying - (Object: Removal of all but equilibrium moisture.) Leather dry-
ing can be accoi:nplished by different methods. The method that is chosen will
have a bearing on the final characteristics of the leather.

13, Conditicning - (Object: Introduction of controlled amounté of moisture. )
The shoe manufacturer requires varying degrees of softness or temper. The
conditioning of leather, sometimes called wetting back is the first step in adjust-
ing for the final temper. |

14, Staking and Dry Milling - (Object: Mechanically soften the leather.) Leather
is staked to make it pliable. In combination with the correct fatliquoring treat-
ment, staking governs the final firmness or softness of the leather.

15. Buffing - (Object: Smooth the grain surface by mechanical sanding.) Some
skins have natural healed scratches or parasitic damage in the grain of the
leather. To improve its final appearance it is frequently desirable to minimize
such a condition by lightly buffing the grain surface of the leather.

16. Finishing - (Object: Agplication of film-forming materials to the grain to
provide abrasion and stain resistance, and enhance color.) The type of finishing
system that is employed is dictated by the nature of the skins and the intended end

use.



17. Plating - (Object: Smooth the finished grain surface; also, produce varied
grain textures.) Plating and embossing operations are carried out in presses

capable of developing extremely high pressures - up to 300 tons per square

inch.

18, Measuring - (Object: Determine the area of each side.) By the use of

photoelectric cells and built-in computers, the square footage is measured for

each individual side.

19. Grading - (Object: Determine the quality of the finished product.) Leather

is graded for temper, uniformity of color and thickness, and the extent of any

defects which appear in its surface.

W
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