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has always consumed meat
resulting in a continuous flow
y-product. {. e. raw
hides l.nd skins. Unfortunately,
raw hides and skin not being a

t product, consumes a

of strong chemicals in the

tanning process. Also the
mechanical and handling
process is quite labour

s intenstve. So Leather Industry

is exposed to high pollution
and high labour costs.

here what
ther. After an
hlrﬂlm!htl llluglunrnd‘tiw skin

e m goat and p) and
hide (1. e. from cow and buf-
falo] 1s Immediately salted.
This is called raw or wet-
salted hides and skins. This is
the first stage an always .
referred to as hides or skins. It
is still not leather.  The hides/
skins then go through very
simple mechanical and chemi-
cal process and are called wet-
blue leather. This process has
high pollution costs but is not
very labour intensive if we use
the latest technology. The
next process, j. e. wetblue 10
crust, involves high capital
costs in that many machineries
are needed. as well as being
labour intensive. Also the
chemical process is quite com-
plicated and some amount of
technology is needed. The final
stage. 1. e. from crust to

finished leather is both capital
and labour intensive and also
involves a high degree of tech-

nology transfer.

The Future

By Syed Manzur Elahi

Bangladeshi leather buginess-
men.

Instead of discouraging ex-
port of wetblue through tariff
measures, the ernment
reduced the export duty from
15% to 5% on wetblue exports
and thereby encouraged the
export of wetblue from the

country. India and Italy bene-
fitted the most from I.hil
wrong policy of the

megt. Finally the gwtrnment.
following the footsteps of
India. Indonesia, Pakistan and
other -Third World countries
gave a three-year notice to the
wetblue tanpers in that wet-
blue export would be banned
from 1. July 1990,

Most of the wetblue tanners
adopted wrong business poli-
cies by competing against each
other in raw market.
Instend of making profit, the
wetblue tanners accumulated
‘losses due to u com-

tition. Therefore no capital

ormation took place amongst
the wetblue tanners who
hence could not modernize
their tanneries to finished
leather. However, with help
from the government. over 40
tanneries modernized and to-
day the production capacity of
these modern tanneries is
more than the availability of
raw malterial.

It §s interesting to note that
wetblue tanneries are misin-
forming the public and
government by saying that

(@) production capacity of
modern tanneries is less than
availabiity of raw hides an
skins and

Emphasis Needed on
Finished Products

leather because the leather
goods industry i1s doing well
But in sOme quar-
ters are contemplating lifting
the ban on wetblue exports.
Instead of going forward, we
are planning a backward trip.
As regarding raw hides and
skins being smu ACross
the border, this cannot be true
because the "border trade” is

by laws of economics.
If the tanners in Bangladesh
offer higher price than Indian
tanners then we would have an
in-flow rather than out-flow
and vice versa.

The future of leather indus-
try is good provided

(a) government policy is
towards finished leather and
leather goods and not back-
ward to wetblue :

(b) duty free import of
raw/pickled /wetblue leather
without going through the
cumbersome methed of bon-
ded warchouse and back-to-
back L/C.

Raw/ pickled /wetblue
leather are not consumer
products- like textiles. They
cannot be sold in the open
market. They are truly indus-
trial raw material which must
go thro manufacturing pro-
cess. Be the phenomenal
growth of export of finished
leather and leather goods in
india and Pakistan is the en-

couraging government policy

of
(a) banning wetblue leather
(b) duty free import of
ﬂfpickled!w:lhlu: leather

(c) incentives like cash and
export performance licence
which are saleable at a
premium.

As explained before plenty
of raw materials are available in
the development countries due

Leather jackets: The future lies in manufacturing.

Upto the sixties, Leather
Industry’ was dominated by
USA. UK. France, and
Italy. Third World countries
were suppliers-of raw hides or
wetblue leather. In the seven-
ties, the stringent pollution
measures adopted by all these
countries except Italy. Not to
mention high labour costs, led
to the closure of most of the
tanneries in these countries.
The raw hides and skins and
wetblue leathér then flowed
into the Far-East. |. e. Japan,
South Korea, Tafwan, Hong
Kong and Singapore. However,

Italy somehow held on to this

Industry by sheer ingenuity in
producing very sophisticated
and expensive leather. During
the eighties, the same dual
ro I::m of pollution and
ur cost caught up with the
Far-Eastern countries and the
raw hides and skins and wet-
blue leather flowed into India.
Thailand and, to some extent:
Pakistan. The export figures of
finished leather in these
countries increased by over
+1000% during the eighties.
sh unflortunately was

left The reasons are:
{a) Wrong government pol-

icy till July 1990

(b} Bad business methods of

‘(b) value-added of crust
leather in terms of foreign
exchange is less than wetblue.

Both of these statements
are totally wrong. It is very
casy to survey the production
capacity of the modern tanner-
ies because all the tanneries
are In one area, . e.
Hazaribagh, Dhaka.-As regard-
ing value added, the answer is
very simple. On their same
logic the value added on wet-
blue leather in terms of foreign

exchange is much less than in
raw hides and skins. So why
not allow the export of raw
hides and skins? India,
Pakistan, Indonesia and all the
Third World countries have
very rightly banned/ discour-
aged (vide high export duty)
wetblue because you must have
a starting point. Today by ban-
ning wetblue you start rust
export, which generates em-
ployment. Tomorrow by ban-
ning crust leather you start
finished leather export, again

generating employment. The
nn::tt dayn{:y banning finished
leather you export leather
goods generating further em-
ployment. India and Pakistan,
who banned wetblue years ago
arc now contemplating ban-
ning the export of finished

to high pollution and high
labour costs. If government
policy is correct as per my
suggestions above. then

sh can take advantage
of this situation and increase
their export earnings from
export of leather by at t ten
times, as has happened in
India and Pakistan. If govern-
ment policy i1s not conducive
then Bangladesh will miss the
boat, as {s happening in other
seclors.

In conclusion, | would like
to reiterate that sweat shop
and obnoxious export oriented
industries travelled from de-
veloped countries to the Far-
East and are now travelling to

~ developing countries because

the Far-Eastern cgpuntries are
now developed. India, Pakis-
tan, Thailand, Indonesia have
been successful in catching
this flow and reaping
tremendous benefits. Unfortu-
nately till today, Bangladesh
has no such leather policy and
will be deprived of this great
benefit in foreign exchange
earnings and employment.

L}
The awythor is a former:

Chairman of the Metropolitan
Chamber of Commerce and
Industry (MCCI).

Shoes; Lucrative market abroad.

Wet-blue Exports
Threaten Industry

By Syed Z H Faisal

the modern leather

industry was initiated.
Prior to this initiation, the
concept of developing leather
industry in Bangladesh was
originally evolved in 1976
during the holding of National
Export Fair/76 at Cox's Bazar
in Chittagong. A K Khan
Leather Ltd. Zaman Rahman
Ltd and Monty Tannery Ltd of
Chittagong arranged for exhibi-
tion of some crust and finished
leather at the fair and through
this exhibition General Ziaur
Rahman was apprised of the
idea of processing raw leather
available in the country into
crust/finished leather and
earning increased amount of
foreign exchange through its
export and in evaluation of the
idea he laid special importance
on development of leather in-
dustry. It may be mentioned
that then wet-blue leather
used to be exported from the
country in increased quantity
and crust/finished leather, in
very small quantity.

With crust/fintshed leather
assuming a brighter export
prospect than wet-blue, the
government embarked on en-
deavours to develop the
leather industry with modern
technology in view of process-
ing the raw leather available in

I TS only years ago that

the country into crust/finished

leather. As the works on de-
veloping the leather industry
gradually progressed in this
light, the government in 1977,
took a number of practical
measures towards its growth
and development.

Mentionable among the
measures were — enhancing
duty on wet-blue leather ex-
port and side by side financing
the modernisation of the grow-
ing leather industry in the
country including cooperation
to the leather manufacturing
enterprises in the country
with government plan and pa-
tronage. Because, unless the
export of wel-blue leather was
discouraged nobody would
show any enthusiasm towards
industrialisation in this sector.
Hence the wet-blue export was
brought down by imposing en
hance tax and various facilities
were created in the fleld of in-
dustrialisation.

Thereafter, in 1987, in
keeping with the trend of de-
velopment in leather industry,
the government, after thread-
bare discussion and exchange
of views with all quarters in-
volved (n the leather sector,
decided to ban export of wet-
blue leather from July 1,1980
and simultaneously took plan
to extend all help towards
modernisation to the wet-blue
leather manufacturing enter-
prises {n the country. Later the
government also issued a press
note on 21-6-90 through the
Ministry of Industries an-
nouncing ban an wet-blue
leather export from July 1990
and explaining its reasons.
However, the government. in
accordance with the adopted
programme, has provided all
the help so that the wet-blue
manufacturing tanneries can
turn iInto crust/finished
leather manufacturing indus-
tries through modernisation,
balancing, restructuring and

extension (BMRE). Besides, to
encourage crust/finished
leather export, tax rebate and
refund have also been ar-
ranged.

With the opportunity pro-
vided under the plan and mea-
sures adopted by the govern-
ment, a number of leather in-
dustries have already been set
up in the country.
Establishment of these indus-
tries has cost about 300 crore
Taka in local and foreign cur-
rencies and required expen-
stve technology. This industry
is gradually expanding Of late
a number of such industrial en-
terprises are coming up in
joint venture with foreign en-
trepreneurs. Buillt up with
modern technology. these in-
dustrial enterprises - chiefly
produce crust/ hed leather.
However. some of these have
already achieved efliciency in
producing leather products.
The present annual capacity of
the crust/finished and finished
goods manufacturing units is
about 230 m. sq. fi. but the
availability in the country
against is only 150 m. sq. ft
leather.

In spite of this some
traders in the country, falling
in the trap of foreign instiga-
tion. are trying their best to
resume export of banned wet-
blue leather and some officials
in the government are collabo-
rating with them. Unless this
vicious circle is contained. the
leather industry. built with
modern technology and at a
cosl of crores of Taka will
simply face ruination for want
of raw material, rendering
thousands of workers and em-
ployees jobless and depriving
the country of foreign ex-
change earning worth crores
of Taka. Moreover, crores of
Taka loaned out by the banks
towards development of the
leather industry will remain
unrealised.

The world is marching
ahead; mark of modernisation
is apparent everywhere. It's
agonising to think that we
would drift back in the race.
due to wet-blue export, iIn
spite of the considerable ad-
vance we have made in the
field. Moreover, prior to a nod
to wet-blue export, in devia-
tion of the policy, the gmrern-
ment should give a thought to
the fact that huw painful would
be the condition of those who
came forward to implement
the government announced
polity investing crores of Taka
and advancing the sector this
far. Frequent change of policy
does not augur well for any
sector not to nﬂeak of industry.
In this case the sole haﬂiuuzf
government plan, patronage
and assurance was raw leather.
And when in the name of wet-
hluc export the raw leather of

would find its way
" out al:-rm:?’ the progress so far

achieved in this sector would
simply diminish exposing a
narrow dimensfon of the so-
called broad industrial policy
announced with so much of
drum-beat,

—The author (s Vice-
Chatrman, Bangladesh Finished
Leather Exporters’ Association.
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In a Cycle of Problems

HE leather industry.
I ' although still at the
third position 1In
national export earning fts
prospects for multiplying the
income are vividly apparent. It
may be mentioned that as the
future of the leather sector
appeared bright and

the government of

Etra&nl Ziaur Rahman in
too

197 k up modernisation
plans for the industry with a
view o earning Iincreased
amount of foreign currency.
Later In 1987, the govern-
ment, on discussion with all
quartiers concerned and on the
basis of their opinion. decided
to ban export of wet blue
leather from July, 1990.

In the light of that dect
sion, the government ex-
tended all-out cooperation o
the wet-blue manufacturing
tannperics as well as to other
new entrepreneurs in lrans:
forming the leather industry
into a crust/finished leather
producing Industry through
balancing. medernisation, re-
structuring and extension
(BMRE) during the three years
from 1987 to 1990, and issued
a press note through the
Ministry of Industries on 21-6-
90. banning wet-blue export
from July, 1990.

Thus the extent of devel-
opment the leather industry
has achieved today is all be-
cause of government plans
and patronage. Some guarters
have been active since the be-
ginning to impede the
progress of the leather indus-
try and. because of both local
and foreign censpiracies, the
leather industry now appears
problem-ridden. Many of those
entreprencurs who, in accor-
dance with the government
declared policy, built up indus-
tries investing crores of Taka
towards modernisation and
extension of the leather sector
are now drifting in dismay.

The capacity of
crust/finished leather indus-
tries set up in the country at
present is about 230 million

feet but the availability
of leather against it in the
country is only 150 million
square feet. This statistics

easily proves that the decision
to ban export of wet-blue
lcather was a timely and just
step. It's a settled issue. Yet
talks and speculation on it
have assumed an unending
proportion. It is clear that
stoppage of wet-blue export
has already led to setting up of
a number of industses with
modern technology investing
about three hundred crore
Taka wunder individual and
joint ventures. Resumption of
export of wet-blue leather will
simply lead to closure of these
industries for want of raw ma.
terial. rendering thousands of
workers-employees jobless and

+ that for on the spot

By A K M Rahmat Ullah

depriving the country of crores
of Taka in foreign exchange. In
spite of the fact some quarters
in the government are spe-
clally trying to drive home the
point of resuming export of
wet-blue leather Their effont
is pushing the country's
lcather industry toward ruina-
tion and discouraging the for-
cign entreprencurs who came
forward for joint venture in
this sector.

It may be mentioned here
verification
of wet-blue leather stock. the
Export Promotion Bureau of
late has constituted a commit-
tee with Investment Board
Bangladesh Leather Institute
and Tanners Assoclation and
the commitie¢ has also sub-
mitted a report showing the

resenl stock of wet blue

ather at 35 96 million square
feet. It In a matler of grave
concern thal no representative
from Bangladesh Finished
Leather Exporters’ Assoctation
wias included in the above wet-
blue stock vertfication commit-
tee constituted at the instruc-
tion of the ministry and that
the commitiee stated quantity
or stock of wet-blue leather 1is
imaginary and fabricated. [t
descrves a proper investiga-
ton. Any step taken Lo resume
export of wet-blue, basing on
this false report, will put the
crust/finished leather and
leather goods manufacturing
enterprises, set up at a cost of
crures of Taka, in dire want of
raw material

It tlakes time to make any
industry optimally productive
and viable. Leather industry is
not an exception. Yet a consid-
erable progress has taken
place within a very short pe-
riod in the leather sector. Any
change at this stage in the
government policy that is
keeping the sword of resuming
the wet-blue leather export
hanging, the progress so far
achieved will simply go in vain
and we will trail behind in the

world market race.

It is often said that banning
of wet-blue leather export has
dismissed the earning. This is
not true. Following the Gulf
war the price of leather in the
world market has fallen by 30-
40 per cent and due to this
unusual fall export targets of
our competitor-neighbours,
India and Pakistan. also could
not be achieved. It means,
when the price is low in the
world murket. nobody is going
to sell leather, incurring loss.
Besides. internal political tur-
moil and labour discontent
from the middle of 1990 till
the fall of the then government
in December '90 and the dev-
astating cyclone of April 29,
1991 lashing Bangladesh had
also deterred achievement of
leather export target during

the last financial year. Had the
conditions been normal the
export of leather could have
well crossed the target

india, our major competitor
in the world market, banned
export of wet-blue leather ff-
ieen years ago. and has been
encouraging crust and finished
leather and leather goods
manufacturing enterprises
through provision of various fa-
cilities including cash incen-
tive at state level. Meanwhile
they have stopped export of
crust leather and are contem-
plating to ban export of fin-
ished leather, too. Moreover,
to boost the export trade they
have taken steps to heavily de-
value their local currency.
Similarly, lcather industry in
countries like Pakistan,
Indonesta, Sr1 Lanka are also
receiving considerable gov-
ernment patrenage. But, we
being their competitor., are
deprived of such facilities and
now our progress so far
achicved is also at stake.

It won't be out of conlext 1o
mention here that the hub of
leather industry. Hazartbagh
area. is beset with various
road, sewerage and waler

supply problems that badly de-
ter communication as well as

production.

Besides the above difficul-
ties. the recently announced
VAT system being applicable
on export-oriented leather in-
dustry is further slowing down
and tmpeding its production
and export. All involved with
leather industry are facing
wanton difficulties including
the loss of time in following
the system. It caters no logic
to impose VAT formalities in-
cluding daily job work on the
hundred percent export-ori-
enied leather industry, when
there 1s no VAT and Income
Tax on export. The main ob-
Jective of introducing the VAT
system whs tp check tax eva-
sion. How does the question of
evading the tax arise where
there is no tax at alll Yet those
involved with the leather in-
dustry are compelled to abide
by the system. As a result pro-
duction at the industries is go-
ing down and expediting ex-
port with time is not becoming
practicable.

Therefore, the leather in-
dustry being totally export-ori-
ented, exemption of VAT sys-
tem on it is an imperative for
its rapid growth and r
ment; and in the nnm
terest. all should come forward
in removing the obstacles in
its way to progress so that the
rising leather sector can
achieve [urther success and

expansion.

The author (s Chairman,
. Bangladesh Finished Leather
Exporters’ Association

Some Policy Points to Ponder

The Government declared
"Leather and Leather Products”
as the export product of the
year 1978-79 and 1979-80 to
give emphasis on policy dect-
sions and formed a Nationgl
Committee in 1979 to review
the leather industry and to
suggest strategy for its devel-
opment. The Committee, after
an extensive survey of the
leather sector and long delibe-
rations, submitted a compre-
hensive report in March 1980
with specific recommen-
dations for gradual transfor-
mation of the leather industry
from wet blue to crust and
finished leather and finally to
leather product export. The
major recommendations of the
National Committee were;

@ Creation ol appropriate
infrastructures, including Ba-
lancing, Modernisation. Reha-
bilitation and Expansion
(BMRE) of the existing tanner-
les required for the production
of crust/ fnished leather and

By Dr M A Ahmed

leather products of interna-
tional standards for export.

@ Allocation of funds to
provide long-term loans at a
low rate or interest for devel-
opment of leather industry.
~ ® Imposition of export
restriction quota on wet blue
al the rate of 10% per year for
gradual elimination of wet blue
export.

® Increase in export duty
year lo year to discourage wet
bluec export.

® Extension of cash subsidy
at the rate of 9%, 12% and
15%, and export performance
Heence (XPL) at the rate of
20%. 30% and 40% for the
export of crust leather, fin-
ished leather and leather
products respectively to cover
the risk of export marketing of
fashion oriented new ucts.

® Extension of long-term
Bank loan for capital invest-
ment at a debt-gquity ratio uf
80:20.

® Reduction of import duty

on {importation of capital
machinery.

® Extension of working
capital at a low rate of interest.

® Reduction in duty on
imported leather chemicals
and machinery spares.

@ Retum of duties and taxes
in actual, paid for importation
of leather .chemicals and
extension freight subsidy at
the rate of 15% of FOB value or
50% of the [reight paid
(Whichever is less) airhift
ing of crunu‘ finished leather

and leather
. SimPI]Hcaﬂm of cus

and administrative formalities
to enable the sippers to
maintain export delivery
schedule of the fashion ori-
ented leather and leather
products.

¢ Utilisation of export po-
tentials of small and eottage
level footwear and leather
goods industries organising
their production a export

(Continued on P:I'l Eight)




