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Harmonization of East Africa Hides & Skins Policies

A PROPOSED POLICY FOR GROWTH OF THE LEATHER SECTOR IN EAST AFRICA

1.0 BACKGROUND

The backdrop of this analysis is the first South-South Leather Industry Exchange, B2B and
Networking Forum, which was held in January 2021, and that brought together leather industry
stakeholders from East Africa, Egypt, and Ethiopia. Among the outcome of this forum was the need
to formulate pro-leather sector policies that could promote the growth of the leather sector in East
Africa. The forum tapped into the stride that had been made by Ethiopia and Egypt in the nurturing
and growing of their leather sectors. The incentives and policies that have been implemented in the
growth of their industries can be adopted to grow the leather sector of the East Africa countries. In
addition, the challenges and the impact of the policies, and how emerging challenges were solved,
would be taken into consideration.

The proposed harmonization of hides and skins policy for East Africa incorporates policies on
production and trade in hides and skins; branding; stakeholder engagement; tariffs and non-tariff
barriers; and incentives. The proposed package builds upon the path that has proven highly
successful in the aforementioned southern hemisphere countries. This position paper seeks to call
policy makers in the East African countries to harmonize/develop and implement policy measures
aimed at increasing the availability of quality hides and skins. This is fundamental if the quality of
finished leather is to be enhanced necessary for the production of quality leather goods and
footwear in the region.

The paper aims to assess the feasibility of implementing the harmonization of the hides and skins
policy, and the expected impact on the leather sector. It will check its compatibility with the regional
and international trade legislations, and compare the proposal to existing practices in the East Africa
region. It will also compare it with previous industrial policy implementation in other developing
countries.

1.1 THE ETHIOPIAN CASE

Ethiopia is among developing countries that have managed to grow their leather industry and has
become a major exporter of finished footwear and leather goods. The country’s growth has led to
the creation of jobs, reduced number of imported products, increased foreign earnings for the
country, and in the process resulted in the creation of wealth. Among the reasons for this success
include the enactment of policies that support the growth of its leather industries.



The leather industry in Ethiopia has undergone tremendous growth over the years, thanks to the
government incentives and policies that promoted the growth. In mid-2000, Ethiopian government
introduced an industrial policy framework to accelerate growth of its industries. The policies have
been regarded as successful as they have led to growth of various industries. To enhance
production and export level of finished leather products, the government imposed 150 % tax on
the export of hides and skin. It further imposed an export tax on semi-finished leather.

In 2002, a leather industry specific policy was formulated to address the challenges of the industry,
among them poor quality and insufficient quantity of skins and hides; weak institutions and poor
coordination; inefficient marketing; and weaknesses in technical skills. In addition, capacity building
and technology transfer and quality control mechanisms were put in place. The Ethiopian
government set priority to transform manufacturing of leather, footwear and leather goods. Among
other things, they set the following policy incentives:

e Introduction of 150% tax on export of raw hides, semi processed leather and crust
e The provision of land in an export processing zone,

Highly subsidized training for workers and managers

e Capacity building and technology transfer by sending trainees abroad

The outcome of the intervention policies and incentives resulted in the growth of the leather
industry. There was an increase in the export of local goods and footwear. The export earnings from
processed leather increased from 66 to 144 million USD due to export restrictions policies. In
addition, attraction of FDI led to increased foreign earning due to large exports of locally made
footwear and leather goods. The number of persons employed by the leather sector increased from
2, 000 to 16, 000. The policy intervention, which levied a heavy export tax on the export of raw
hides and skins and crust leather products to encourage the production and export of finished
leather products, shifted to value addition in the leather industry.

We explore Ethiopia’s success story in our quest to make policy recommendation towards
streamlining the hides and skins segment of the leather value chain. The proposal is premised on
the notion that well formulated policy measures can increase competitiveness of East African (EA)
leather and leather products, increase productivity, attract increased investment in the sector,
lower the cost of production, and eliminate the smuggling of hides and skins from this region.

1.1.1 Ethiopia’s policy impact

1.1.1.1 Policies For Development of Hides and Skins Improvement and
Marketing In Ethiopia
The hides and skins subsegment of the leather value chain in Ethiopia is largely
governed by the Raw Hides and Skins Marketing System (RHSMS) Proclamation (No.
457/2005). This Proclamation offers guidelines with respect to a system for the
collection, processing, transporting and selling process of raw hide and skin. It requires
a certificate of competence from the competent authority in order to obtain a raw
skin and hide trading licence. The Proclamation provides rules relative to processing,
transportation and marketing of raw hides and skins and provides with respect to
administration and inspection.



Improvements of hides and skins production and trade was therefore not in pace with
the beginning of modern tanning in Ethiopia. While modern tanning in Ethiopia dates
back to 1918 and 1927 with the establishment of the then ASCO (currently Addis
Tannery) and Darmar/Awash (currently ELICO) Tanneries respectively, and Dire, Mojo
and Combolach tanneries between 1954 and 1976, it is until 2005 that the raw hides
and skins marketing system proclamation was made. Steps towards the RHSMS
proclamation followed recommendations by the Livestock and Meat Board (LMB) that
was formed in 1964 by Proclamation No. 212/64. The LMB laid down a foundation for
moving the traditional method of preservation of hides and skins to modern
preservation technique. The traditional method, which was dominated by ground
drying, sun drying, bathing/soaking of hide, pole drying, smoking and pegging of sheep
and goat skins on walls, shifted to frame drying of hides and skins. Consequently, two
categories were developed, “butchery” for Addis Ababa slaughterhouse hides and
“non-butchery” for hides obtained from other sources. A differential price scheme
was set for the two categories so as to promote the production and supply of better
quality raw material and to discourage the improperly preserved hides from reaching
the central market.

These recommendations also led to the employment, training and assignment of
improvement technicians for hides and skins at potential provinces, preparation of
hides and skins (HS) preservation manuals, establishment of market centers,
monitoring the construction of slaughterhouses and drafting HS regulations.

The Second Livestock Development Project (SLDP) that took place between 1973 -
1981 aimed to improve the livestock marketing infrastructure and quality of HS. This
project played a significant role in establishing the HS extension and regulatory
service. The project’s major achievement was the construction and supervision of 58
slaughterhouses with attached HS sheds throughout the Ethiopia and the deployment
of staff for the HS improvement and monitoring. To facilitate the trading of HS, Legal
Notice No. 433 of 1973 was brought into law by the Ethiopian Standard Authority
(ESA). The Ministry of Agriculture (MOA) was delegated by ESA to implement the
standards. The MOA issued its trade regulation Legal Notice No. 25 of 1975 to
regulate and license HS traders and their premises, to conduct routine inspections and
to provide certificates for raw hides, skins and pickled products destined for local and
export markets.

Ethiopia’s Export policy developed by the Ethiopian Ministry of Finance and Economic
Development Authority aimed to encourage and diversify exports. Consequently, the
export tax on hides and skins and leather products was enacted one of the Export
Policy measures to encourage and improve the domestic value chain in the leather
industry and to increase the supply of raw materials to the local industry. In 2008, the
government imposed a 150% export tax on the export of raw hides and skins and semi-
finished leather products. In 2012, the government also levied a 150% export tax on
the export of crusted leather on the leather industry. These high export taxes affected
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both international buyers and some domestic tanneries. The export of raw hides and
skins and semi- processed leather products declined because of the export tax. On the
other hand, the export of finished leather products vastly increased. Among the
extended benefits of this policy measure included the following:

e The number of tanneries increased

e There was a relocation of manufacturing firms to Ethiopia from Europe and China
e The number of local industries increased

e Technology transfer and capacity building has taken place

e Anincrease in the number of jobs in the leather sector has been experienced

e Thereis an increase in foreign direct investment (FDI)

e Ethiopia has experienced an improved trade balance

1.1.1.2 Institutions involved in HS Improvement and Marketing

Ministry of Agriculture (MOA)

The responsibility of the hides and skins extension and regulatory service was vested
on the MOA after LMB and SLDP ceased operation. The Animal Resources Marketing
Department (ARMD) of MOA took over this responsibility together with the HS
improvement staff of SLDP that were transferred to MOA. The focus of ARMD was to
strengthen the HS extension service by employing HS technicians and experts working
all over the country. Apart from the normal development efforts made through the
regular program, a number of technical cooperation programs and pilot projects that
were fully or partially funded by FAO, EEC/EU and UNDP/UNIDO were designed and
implemented.

These development programs by and large concentrated on assisting the regular HS
improvement activity of ARMD. These include: capacity building; launching the
training program for HS traders, artisans and butchers; provision of inputs such as field
vehicles, computer facilities and HS preparation equipment; fielding of international
consultants to carryout studies; and construction of rural slaughter slabs and hides
and skins drying sheds. Such development efforts moved the supply and quality of
raw material a step forward, thereby increasing the contribution of hides, skins and
the leather industry to the national economy.

Ministry of Trade and Industry (MOTI)

Before the nationalization of private tanneries in 1975, the ministry, in addition to
issuing trade license for HS traders was also responsible for the overall development
and supervision of the leather industry.

Hides and skins marketing corporation (HSMC)

The HSMC, operating under the supervision of the MOTI, was involved in the
procurement and subsequent export of air-dried raw HS until raw HS export was
bannedin 1986. The HSMC was collecting HS from the different regions of the country
through its branch offices




National Leather and Shoe Corporation (NLSC)

During the period of 1974/75-1992/93 following the nationalization of private
tanneries by the government, the National Leather and Shoe Corporation was
responsible for administering the leather sector (8 tanneries, 6 shoe factories and 1
garment factory). It was supervised by the then Ministry of Industry (MOI) currently
by MOTI. Due to the introduction of market economy policy, NLSC was dissolved in
1992/93 to give management autonomy for tanneries and factories.

Ethiopia Tanners Association (ETA)

Following the dissolution of NLSC, a new body known as the Ethiopian Tanners
Association (ETA) was founded in 1992/93 to promote the development of the leather
sector and to resolve common issues of the sector. Currently, ETA has 19 member
tanneries out of the 20 tanneries existing in the country. It is also a member of the
Eastern and Southern Africa Leather Industry Association (ESALIA). At present, ETA is
implementing a pilot project funded by Common Fund for Commodities (CFC) in the
southern part of the country to a on quality

Quality & Standards Authority of Ethiopia (QSAE)

The Authority issued Raw Hides and Skins Standards No. 433/1973 and delegated
MOA as the implementing agency the same year the standards were issued. Since
then, the Authority has not been involved in raw HS improvement and trade
promotion. A quality certification service for semi-processed and finished ready-
export is by QSAE

1.2 Concluding Policy Insight

The success stories from Ethiopia serves as a basis for the realization of a harmonized hides and
skins policy for East Africa. Policies have the potential to positively impact the leather sector. While
there are a number of policies already in place in EAC partner states, giving the policies a regional
as opposed to nationalistic orientation will better serve to curb smuggling, address pre, peri and
post production challenges and to enhance intraregional trade and growth.

The Ethiopia case makes it is evident that the growth of the leather sector cannot be achieved by a
single policy or action, but rather many deliberate actions by the respective government/s,
designed to promote the desired growth. The following pre-requisite actions are inferred:

Leather value chain Integration: This is necessary in facilitating the development of tangible
bridges with abattoirs, traders, and tanners as primary players along the value chain. This is
fundamental in managing losses at the Hides & Skins level. When farmers and producers
work closely, they create awareness on basic aspects of handling animals and, hides and
skins through extensive improvement or extension services could recover about 48% loss
(valued at K.sh 2.2billion) of defects at pre-, peri- and post slaughter level.



e Establishing sustainable partnership across the region towards reducing pre-, peri- and post
slaughter defects. These synergies among associations could be achieved through closer
cooperation.

e Enhanced partnership between the public and private sector is key in development of the
sector. The results deduced from the data presented, strongly, indicated the crucial role of
the public (mostly facilitative and regulatory) and the private sector (whose primary role
was supportive, value creating and driving productivity) with synergies actualized along the
production chain.

2.0 Proposed Policy Measure

This position paper proposes establishment of an

EAC Hides & Skins Policy as a measure to promote

the production of quality hides and skins in the  Key features
region; mainstream regional marketing of Hides and
Skins, hence contribute to curb the smuggling of
green hides and skins. The policy is to enhance the
collection of raw hides and skins; provide for o Enhanced collection and marketing
traceability, where all hides and skins in the region of raw hides and skins

can be traced back to source. It re-introduces
movement permit, to aid the enforcement of anti-
smuggling measures. It also factors in the clearance
and shipping of hides and skins upon submission of
an authentic health certificate. It makes it
mandatory for shippers to submit a monthly
shipping line manifesto report to the Department of
Veterinary Services (DVS), or an equivalent
regulatory body. It also provides for the effective
monitoring and surveillance of hides and skins, as well as the strict enforcement of all regulations
there-of.

The key features of the proposed policy
include:

e Traceability

e Clearance before shipping

e Access to shipping manifesto

e Movement permit

e Monitoring and surveillance

e Strict enforcement of regulations

The EAC Hides and Skins Policy will also inform the establishment of an appropriate marketing
approach through a well-managed auction system of hides and skins. This kind of system would
serve to promote grading and selection of material. The current lot system of hides and skins trade
is dictated by buyers rather than grading.






